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Executive Summary 
 
1. This report presents the findings of the Presidential Commission of 

Inquiry into the Conversion of Insurance and Pension Values from 
the ZW$ to the US$ consistent with the terms of appointment, 
namely Statutory Instrument 80 of 2015 as amended by S.I. 1 of 
2016. The inquiry was conducted by the following Commissioners 
during the period 1 September 2015 to 28 February 2017:- 

 
Justice George Smith (Retd)   Chairperson 
Mrs. Violet Mutandwa   Commissioner 
Mr. Walter Chirume   Commissioner 
Dr. Godfrey Kanyenze   Commissioner 
Mr. Anesu Daka    Commissioner 
Mr. Tapiwa Maswera   Commissioner 
Mr. Brains Muchemwa   Commissioner 
Mr. Martin Tarusenga   Commissioner 
Mr. Cuthbert Tafirei Munjoma Secretary. 
 
The late Mr George Dikinya was appointed as a Commissioner but 
he died on 16 March 2016. 

 
2. The findings of the Report are presented in 10 Chapters. The 

summary of the Chapters and the major findings are as follows:- 
 

Chapter 1: Introduction and Background 
 
3. The Chapter presents the background to the formation of the 

Commission, the structure of the Zimbabwe Insurance and 
Pensions Industry, including the legal and regulatory framework, 
institutional arrangements, different players in the industry and a 
description of different products that are offered in the market.  

 
Chapter 2: Understanding the Problem 

 
4. The Commission received many complaints from individual 

members of the public, as well as from insurance and pensions 
representative organisations. The main concerns related to the 
loss of value arising from pension contribution arrears, value lost 
during hyper-inflation, inter-generational transfer of benefits, value 
lost through conversions on dollarisation, forced commutations of 
the full pension, loss arising from de-mutualisation of Old Mutual 
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and First Mutual and conversion of pension schemes from defined 
benefit funds to defined contribution funds. 

 
5. The complaints against the Government Pension Scheme 

included the absence of a funded pension scheme, outstanding 
1/3 lump-sums for pensioners who retired just before dollarisation, 
delayed processing of lump-sum pension benefits, delays in 
payment of monthly pension pay-outs, surviving spouses and 
dependants failing to access benefits, as well as the failure to 
access pensions by retirees of church-related hospitals and 
mission schools, who were not covered by Government as grant-
aided workers. 

 
6. Complaints relating to NSSA centred on the problem of uniform 

and arbitrary benefit calculations, NSSA’s time limits for claiming 
pension benefits, the failure to access a NSSA pension by 
Government workers on early retirement, such as former members 
of the Police and Army, lack of insurance cover for students on 
industrial attachment and poor record-keeping. 

 
7. Other industry-wide complaints related to bank transfers or 

cheques that were allegedly processed by insurance companies 
or pension funds but did not reflect in pensioners’ bank accounts,  
absence of a Pensions Ombudsman, failure by retrenched workers 
to access employer pension contributions, frequent changes of 
pension fund administrators resulting in loss of contribution 
records, funeral assurance companies reneging on paid-up 
policies when the economy dollarised, ineffectual Boards of 
Trustees, fraudulent pension claims, disrespectful handling of 
pensioners by service providers, lack of visibility of IPEC and lack 
of nearby banking services for rural pensioners. 

 
8. A number of lessons were drawn from the oral and written 

complaints received by the Commission. A better and deeper 
understanding of the challenges affecting pensioners and 
policyholders was obtained through direct interactions and 
engagements with the stakeholders concerned. The complaints 
provided leads on issues that needed to be focused on when 
investigating individual complaints of pensioners and 
policyholders. 

 
9. The complaints received from various stakeholders led to the 

Commission’s decision to recommend amendments to its Terms 
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of Reference (ToRs). This resulted in the Commission having to 
extend its investigations to life insurance companies, including 
funeral assurance companies, which had not been included in the 
initial ToRs.  

 
10. The amendments also extended the investigation period to start 

with the period prior to 2006, in order to ensure that there was a 
more comprehensive and complete understanding of the problem, 
so as to be able to answer the complaints which arose at the public 
hearings. The Commission investigated the period from 1996 to 
2014. The new investigation period covered various complaints 
relating to the de-mutualisation of Old Mutual and First Mutual Life 
Assurance, which took place in 1999 and 2003, respectively, and 
the conversions of pension funds from defined benefit to defined 
contribution, which mainly occurred in the early 2000s. 

 
11. The information that was requested from insurance and pension 

service providers, among several stakeholders, was motivated by 
the desire to address stakeholder complaints covered in Chapter 
2 on Problem Statement.  

 
12. Many members of the public are of the opinion that the 

Commission should have been established earlier, in order to 
address their poverty, misery and loss of dignity. There are very 
high expectations from members of the public that the Commission 
will redress their challenges as their problems have been 
outstanding for a very long time.  

 
13. The general view of the members of the public who attended 

hearings of the Commission was that, even taking into account the 
reality of hyper-inflation, it is inconceivable that all their insurance 
or pension contributions could be lost, since a significant portion of 
their contributions were invested in real assets prior to hyper-
inflation and dollarisation. 

 
14. The Commission urges Government to ensure that each and every 

category of complaint is addressed in the post-Commission 
reforms of the sector. These will include legal and regulatory 
changes, macro-economic policy changes, governance and 
institutional reforms, as well as, refocusing of the role of the 
industry in the economy. 
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Chapter 3: Methodology 
 
15. The Commission used a combination of qualitative and 

quantitative approaches in conducting its investigations. Its 
business was conducted through meetings, workshops and 
allocating tasks to Commissioners and the Secretariat. All 
Commissioners were non-executive and the Secretariat was 
manned by one technical staff member (the Secretary), who had 
an Administrative Assistant. The investigation was conducted over 
an 18 month period from 1 September 2015 to 28 February 2017. 
However, the Report of the Commission was finalised in March 
2017. 

 
16. The Commission developed a plan of action during its inception 

phases, the key steps of which included conducting public 
hearings, stakeholder mapping and sensitisation, literature review, 
understanding the landscape of the Insurance and Pensions 
Industry, data collection from investigated institutions, 
subpoenaing non-compliant institutions to compel them to provide 
information, data analysis, report writing and validation of the 
Commission’s findings through independent expert opinions from 
the World Bank Group and the International Labour Organisation.  

 
17. The Commission used open-ended questionnaires, standardised 

data collection templates, interviews, meetings, subpoenas, 
testimonials and audio recorded oral evidence to collect data from 
all the institutions investigated, as well as from some key 
stakeholders.  

 
18. The investigated institutions included all life insurance companies, 

stand-alone pension funds, independent pension fund 
administrators, NSSA’s National Pension Scheme and the 
insurance scheme, the Guardian’s Fund, as well as, the 
Government Pensions Agency. 

 
19. Short-term insurance companies, short-term insurance brokers 

and re-insurance companies were not part of the investigated 
institutions on account of the nature of their business, which had 
little relevance to the conversion of values from ZW$ to US$. 

 
20. As part of its literature review, the Commission studied the 

experiences of other countries that undertook currency reforms in 
order to establish international precedents with regard to how 
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insurance and pension sectors were managed during the currency 
change-over. The studied countries included Argentina, which 
terminated its use of the US$ as official currency early in 2002, 
Ecuador and El Salvador, which dollarised in 2000 and 2001, 
respectively, Poland (around 2009), and the European Union, 
which experienced the largest currency change in modern history 
as eleven currencies were changed to the Euro on 1 January 1999. 
The Commission’s conclusion was that the Zimbabwe experience 
was unique, hence, there was need to come up with a local 
solution that borrowed from other countries. 

 
21. Data collected from the industry through actuarial, financial, 

investment and regulatory reports was processed and analysed 
using Excel. In order to address the requirements of each ToR, the 
Commission was seized with addressing the following issues:- 

 
a) how much money, in terms of premiums or contributions, was 

received by each investigated institution over the investigation 
period of 1996 to 2014. 

b) how much of the amounts received was used to meet 
expenses and the different categories of expenses covered. 

c) where the money was invested and a breakdown of the 
investments by asset class. 

d) how were the assets and liabilities converted from ZW$ to 
US$ values. 

 
22. The Report writing was a multi-staged process, involving the 

drafting of sections for the different stages of the investigation 
process. The two standing Technical Committees of the 
Commission produced draft reports which were tabled for 
consideration by the Commission. During the last two months of 
the Commission, two Commissioners assumed full-time 
responsibility to assist the Secretary in data analysis and report 
writing.  

 
Chapter 4: Total Industry Assets and their Breakdown 

 
23. The Commission investigated the value, nature, type and quality 

of assets owned by life insurance companies and stand-alone 
pension funds and of pension fund assets managed by 
independent fund administrators, as well as insurance companies 
on behalf of pension funds during the investigation period, NSSA’s 
assets were also included in the calculation of the total industry 
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assets, with assets supporting liabilities of the National Pension 
Scheme being classified as pension assets, whilst those 
supporting liabilities under the Accident Prevention Workers 
Compensation and Insurance Fund were classified as insurance 
assets. 

 
24. Three sources of asset data, namely financial statements, 

valuation and the Regulator’s reports, were considered. The 
investigation revealed that the amount of total asset values differed 
depending on the source of information used, indicating 
inconsistencies and non-standardised methods of disclosure of 
financial data. The Regulator was not consistent in producing 
annual reports containing industry asset valuations, broken down 
by type of insurer, class of business and investment class, during 
the investigation period. The Regulator failed to produce annual 
reports for the period 2001 to 2003 and 2005 to 2008, which 
reports could have been a secondary source of asset data.  

 
25. The value of total industry assets as per valuation reports was 

approximately US$5,13 billion as at 31 December 1996, US$3.69 
billion as at 31 December 2009 and US$5.1 billion as at 31 
December 2014. These values were for assets invested in listed 
equities, unlisted equities, bonds, money market and cash and did 
not include administrative or operating assets such as motor 
vehicles and furniture. 

 
26. On the other hand, the total value of industry assets, according to 

financial statements produced by insurance companies and 
pension funds, was US$1.19 billion as at 31 December 1996, 
US$2.71 billion as at 31 December 2009 and US$4.99 billion as at 
31 December 2014. The value of assets as per financial 
statements included the administrative assets of insurance 
companies and pension funds. The Table below shows the 
difference in total asset values depending on the source of 
information used:- 

 
 Total Value of Assets (US$) 
Year Valuation Reports Financial Statements 
1996 5.13 billion 1.19 billion 
2009 3.69 billion 2.71 billion 
2014 5.10 billion   4.99 billion 
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27. Compared to valuation reports, financial statements reflected 
lower asset values as the valuation of pension fund assets was 
done on historical cost basis. However, such historical cost 
accounting practice was in line with the provisions of S.I. 323 of 
1991 issued in terms of the Pension and Provident Funds Act. 
Historical values were, therefore, not reflective of the market value 
of assets, particularly during a highly inflationary environment. 

 
28. The values of total industry assets provided by the industry were 

reasonably consistent and reliable, particularly for the post-
dollarisation period. However, values submitted for the pre-
dollarisation period were not consistent and reliable. There were 
some weaknesses as follows:- 

 
a) Old Mutual Life Assurance (Old Mutual), the biggest life 

assurance company, did not provide assets supporting 
insurance liabilities for the period 1996 to 1998 and 2000.  In 
addition, it could not provide values of pension assets for the 
period 1996 to 2000, 2006 and 2008. Old Mutual submitted 
that it did not have financial statements for the said years.  
Given its size, the data omissions by Old Mutual resulted in 
severe understatements of total assets from financial 
statements relative to those from valuation reports for the 
respective years. 

 
b) First Mutual Life Assurance (First Mutual), which was the 

second largest insurer in 1996, did not provide the 
Commission with total asset figures for the period 1996 to 
2003, the period prior to its de-mutualisation in 2003. 
Furthermore, First Mutual’s asset values for the period 2006 
to 2008 were excluded in the computation of the industry’s 
total assets, as they were abnormally high and distorted. The 
values submitted for this period were about 1,000 times larger 
than that of the whole industry’s total assets. Concerted efforts 
to get First Mutual to revisit its data submissions proved futile, 
as it insisted that the submissions were correct. These data 
omissions and exclusions resulted in the understatement of 
total assets in the financial statements for the respective 
years. 

 
c) ZB Life Assurance did not submit pension funds’ assets for 

1996 to 2001, citing the absence of records. This resulted 
again in the understatement of total assets. 
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d) Comarton Consultants, a pension fund administrator, failed to 
provide asset values for all pension funds under its 
administration during the period 1996 to 2001. Furthermore, 
for the period after 2001, Comarton provided incomplete asset 
values for only 28 pension funds, out of the 46 funds that it 
indicated that it administered as at December 2014. This 
further resulted in the understatement of assets under 
administration by Comarton relative to other pension fund 
administrators, and thus in total industry assets. 

 
e) Doves Funeral Assurance, the largest and oldest funeral 

assurance company at the commencement of the 
investigation period, failed to provide asset values for the 
period 1996 to 2000. This resulted in the understatement of 
total industry assets for the respective years. 

 
f) Moonlight Funeral Assurance, the second largest funeral 

assurance company at the commencement of the 
investigation period, failed to provide consistent values of 
assets for the period 1996 to 2008. This resulted in the 
understatement of total industry assets for the respective 
years. 

 
g) The above data gaps in key institutions resulted in the gross 

understatement of the total industry asset values computed 
for the investigation period. Whilst data integrity was an 
industry-wide challenge, some players could have been 
concealing critical information necessary for determining 
prejudice as well as compensation.  

 
29. The insurance and pensions industry does not maintain robust 

systems to keep records of assets, investment returns and 
liabilities, yet the nature of the industry requires robust information 
communication technology to facilitate the assessment of risks, 
and the compilation and processing of accurate financial records.  

 
30. In consequence, insurance companies, pension funds and 

administrators have been providing compromised, and in some 
instances prejudicial, services to pensioners and policyholders as 
explained in Chapter 2. 

 
31. Whilst the incomplete and inconsistent asset data submissions to 

the Commission could have been a genuine failure to maintain the 
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data as required, the possibility of the motive to conceal 
incriminating information remains. Either way, this is a reflection of 
negligence, incompetence and poor corporate governance on the 
part of service providers and the Regulator. This problem has been 
compounded by the absence of legislation that prescribes the 
minimum period for which insurance and pension records should 
be maintained.  

 
32. An investigation into the asset build-up revealed that the industry 

lost billions of dollars in excessive recurrent expenditure and bad 
investment decisions. Just for the period 2009 to 2014, the industry 
committed over US$2.9 billion in administration and other 
expenses to the detriment of asset growth in support of pensioner 
and policyholder benefits.  

 
33. In addition to the loss through excessive recurrent expenditure and 

bad investment decisions, the pension industry in particular lost 
asset value through non-remittance of pension contributions by the 
employers. Non-remittance of contributions for the post-
dollarisation period amounted to at least US$328 million, before 
interest. Such non-remittances is estimated to run into billions of 
dollars for the entire period of investigation. 

 
34. Insurance companies do not separate insurance assets from 

pension assets as required by section 16 of the Pension and 
Provident Funds Act. As a result, there is a risk that members of 
pension funds, pensioners and policyholders were prejudiced by 
this practice.  

 
35. There are no regulations governing the setting up of management 

and profit-sharing arrangements by with-profit funds. As a result, 
the Commission could not quantify the orphan assets.  

 
36. The complicated group structures of insurance companies such as 

Old Mutual, First Mutual, Fidelity Life, Zimnat and ZB Life, made it 
very difficult to understand the financing and progression of assets. 
In the majority of these group structures, shareholder assets were 
growing at much faster rates at the expense of the pension and 
insurance funds’ assets.  

 
37. The insurance companies could not identify the assets that 

supported different liabilities by product. In consequence, there is 
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a risk of policyholder prejudice arising from an inappropriate 
investment strategy and asset liability modelling.  

 
38. The Commission observed that the Boards of Trustees of pension 

funds, who are the stewards of the assets, are not in control of the 
pension funds’ assets. They are not in control due to lack of 
appreciation of relevant pension matters.  

 
39. Many sponsoring employers do not remit pension contributions to 

respective pension funds. This problem dates back to the late 
1990s and there are no sanctions to deter this practice. This has 
over the years impaired the growth of assets supporting pension 
liabilities. 

 
40. The high inflation and subsequent hyper-inflationary environment 

during the period from 1999 to 2008, coupled with a multiplicity of 
unreliable exchange rates over the same period, made it very 
difficult for the Commission to account for the industry assets in 
real terms. As a result, it was difficult to have logical derivation of 
the real asset movement and growth rates during the period from 
1999 to 2008. 

 
New Generation and Old Generation Assets 

 
41. The Commission came up with three generations for the purposes 

of addressing ToR (ii). The generations were informed by structural 
breaks in the macro-economic environment. The first generation is 
the period prior to 1999, the second generation is the period 1999 
to 2008 and the third generation is the period 2009 to 2014. Assets 
acquired during these generations in their order were US$3.7 
billion, US$100 million and US$1.27 billion, respectively. The 
Table below shows the value of assets that were acquired in the 
three generations identified by the Commission:- 
 

 
 1st Generation 

(at 31/12/ 1998) 
2nd Generation 
(1999 to 2008) 

3rd Generation 
(2009 to 2014) 

Amount 
(US$) 

3.7 billion 100 million 1.27 billion 
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Orphan Assets 
 
42. The Commission was unable to quantify orphan assets that 

accrued in the industry over the investigation period owing to the 
industry’s failure to provide information as follows:- 

 
a) Old Mutual failed to quantify orphan assets in respect of all the 

with-profit policies; 
 

b) First Mutual, ZB Life, and Fidelity Life could not provide any of 
the requested information that would have enabled 
quantification of orphan assets; 
 

c) Zimnat Life provided bonuses declared under the IL Old 
Conventional Policy and the Whole Life with-profit policies for 
both the pre-and post-dollarisation periods. However, the 
institution could not provide the smoothing reserve 
accumulated over the investigation period, thus making it 
impossible to quantify orphan assets. 

 
Recommendations 

 
a) Data and Record-keeping 

 
43. Considering the observed industry-wide mischief in record-

keeping, it is recommended that the insurance and pensions 
legislation be amended to prescribe the minimum period within 
which insurance and pension records should be maintained for at 
least 100 years. 

 
b) Internal Systems, Processes and Controls 

 
44. The Regulator should have the power to prescribe and require that 

there be adequate ICT minimum standards, data accuracy and 
completeness and ICT supervision. Insurance companies should 
be subject to regular on-site visits and inspections by the Regulator 
to check the adequacy and effectiveness of their ICT systems, 
processes and controls and the quality of the data which they 
maintain.  
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c) Asset Register 
 
45. In order to protect consumers of insurance and pension services, 

the Regulator should further be obligated to maintain an 
independent register of the assets and the corresponding liabilities 
of insurance and pension funds, on a product-by-product basis, 
which is cumulatively adjusted on a year-by-year basis to take into 
account changes in the assets and liabilities that happen in each 
year. 

 
d) Separation of Insurance and Pension Assets 

 
46. The Commission noted the instance of regulatory failure to enforce 

the legal requirement for the separation of insurance and pension 
funds’ assets by insurance companies. It is, therefore, 
recommended that the Regulator be required to enforce the 
legislative requirement for insurance companies to separate 
assets supporting insurance policy liabilities from those assets 
supporting pension obligations. This should address the 
temptation to clandestinely transfer pension and insurance fund 
assets to shareholders of insurance companies as observed by the 
Commission. 

 
e) Market Disclosure and Regulations Governing the 

Valuation of Assets and Liabilities 
 
47. The Commission recommends the implementation of standardised 

asset and liability valuation requirements and, standardised 
disclosure and financial reporting requirements for both pensions 
and insurance businesses as a pre-requisite for the collection of 
reliable data to enable continuous analysis and monitoring of the 
industry. The Commission further recommends the adoption of 
standardised disclosure and reporting requirements for the 
pensions and insurance industry. Such requirements will promote 
effective risk-based supervision of the sector and guarantee fair 
treatment of policyholders and pensioners.  

 
48. In order to safeguard the interests of the pensioners, the 

Commission recommends the repeal of the requirement in the 
Pension and Provident Funds Act for pension fund assets to be 
accounted for on a historical cost basis. The recommended 
legislative amendments in Chapter 9 recommend that the 
accounting should be governed by the Audit Professions Act to 
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ensure that the accounting practices are dynamic and in line with 
international standards.  

 
49. In order to address the challenge of understating or over valuating 

of both assets and liabilities by insurance companies and pension 
funds, there is need to empower the Regulator to prescribe, in 
regulations, asset and liability valuation guidelines for different 
asset classes. In addition, it is necessary to ensure that valuation 
of liabilities should be done on a product-by-product basis, with 
specific assets set aside and invested in line with the liability of 
each product written by a financial institution. 

 
a) Regulation of the Investment and Management of 

Insurance and Pension Assets 
 
50. The Regulator should be empowered to require the submission of 

an investment policy statement by each institution. The investment 
policy statement should be renewed regularly. 

 
b) Regulation of Expenses 

 
51. It is highly recommended that pensions and insurance legislation 

be amended to empower the Regulator to prescribe, through 
regulations, acceptable expense types and respective ratios. This 
will address the industry-wide mischief of abnormally high expense 
ratios as high as 100% of pension contributions or insurance 
premiums. In addition, the need to prescribe permissible expenses 
or charges and levels thereof is highly underscored. 

 
52. In addition to the requirement for minimum expense charges, the 

Regulator should also have due regard to the relationship between 
the premiums or contributions paid by the policyholder and the 
benefits expected. The Regulator should be empowered to declare 
a product financially unsound if the relationship between premiums 
and benefits is such as to cause loss of confidence in the industry. 
The Regulator should also be able to prescribe processes to check 
the projected benefits and compare them to premiums and 
contributions paid. 
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c) Regulation of With-Profit Funds, Profit Sharing 
Arrangements, Orphan Assets and Transfers to 
Shareholder Funds 

 
53. In order to address the challenge of profit sharing in with-profits 

funds, there is need to empower the Regulator to prescribe the 
need for profit sharing arrangements in such funds. 

 
54. In addition, there should be regulations which define orphan assets 

and pension fund surpluses and govern the application of orphan 
assets in with-profits funds and pension funds respectively. This 
industry generates a lot of capital and this capital can be abused 
by shareholders for their own benefit at the expense of the rights 
and reasonable expectations of the policyholders and pension 
fund members.  Accordingly, there should be regulations which 
prescribe the application of policyholder and pension fund assets 
and preclude their abuse by shareholders. 

 
55. Furthermore, the Regulator should be empowered to require the 

submission of a reconciliation of the shareholder funds and to 
prevent the transfer of assets from the policyholder fund to the 
shareholder fund if this undermines the interests of the 
policyholders. 

 
d) Contribution Arrears 

 
56. Considering the adverse impact and industry-wide problem of 

contribution arrears, there is need to review the pension legislative 
framework to introduce punitive sanctions on the sponsoring 
employers and respective directors in their personal capacities for 
non-remittance of pension contributions. (See the recommended 
amendments to the Pension and Provident Funds Act in Chapter 
9). 

 
57. The next section presents the Commission’s findings under ToRs 

(iv) to (vii) whose focus was to identify the role played by different 
stakeholders during the conversion process from ZW$ to US$, the 
factors causing loss of value and their weighting.  

 
 
 
 
 



15 
 

Chapter 5: Factors, Causes and Reasons for Loss of Value 
 
58. The Commission interpreted ‘causes’, ‘factors’ and ‘reasons’ for 

loss of value for policyholders and pension fund members as 
synonymous terms for the purposes of dealing with ToRs (iv) and 
(v). The identified factors were divided into external (macro and 
regulatory) and internal (institution specific). 

 
59. The macro-economic factors included inflation, currency de-basing 

and the exchange rates used at the time of de-monetisation. 
Inflation resulted in loss of value through the erosion of premiums 
and contributions, real investment returns, benefits and the 
wholesale terminations of individual life, retirement and savings 
insurance products. 

 
60. Currency de-basing resulted in insurance companies and pension 

funds automatically extinguishing insurance and pension liabilities 
without actual payments. This was on account of the zerorisation 
of ZW$ accumulations owing to currency de-basing of up to 25 
zeroes between 2006 and 2009. 

 
61. At the time of dollarisation Government did not de-monetise the 

ZW$ into US$ values. Resultantly, the conversion of insurance and 
pension liabilities was not guided or approved by IPEC to ensure 
equity and fairness. The industry received insignificant amounts 
from the de-monetisation process undertaken by Government in 
2015. In addition, pensioners who got their lump-sum payments in 
2008 failed to access their pensions and, in most cases, only 
managed to get US$5 as de-monetisation proceeds. 

 
62. Policyholders and pension fund members lost value due to IPEC’s 

failure to protect rights and reasonable benefit expectations, such 
as compelling indexation of both premiums or contributions and 
benefits during hyper-inflation, and pension increases, to deter 
commutations of pensions in payment and to guide the market 
during conversion. 

 
63. There was no troubled-institutions resolution framework (business 

rescue or liquidation) for the insurance and pension industry, 
resulting in the pension and policyholder assets being distributed 
to creditors of the pension fund or insurance company upon 
liquidation. In the absence of a policyholder protection fund, 
prudential regulations and the regulation of market conduct, 
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policyholders of life insurance companies whose licences were 
cancelled by IPEC lost the entire value in the failed institution. 

 
64. The internal factors included contribution arrears, arbitrary 

conversions of pension and insurance values, poor record- 
keeping, surrenders and lapses, poor corporate governance, and 
unsustainable administrative expenses. There is also a possibility 
of deliberate asset-stripping, considering the industry’s failure to 
provide accurate, consistent and reliable asset data as 
demonstrated in Chapter 4. 

 
65. The Commission noted the non-remittance of pension 

contributions by employers during the entire investigation period, 
with ZW$ arrears and unpaid interest being written-off by several 
institutions at dollarisation. The post-dollarisation arrears 
amounted to US$328.5 million at 31 December 2015. Some of the 
institutions that did not remit contributions have since been 
dissolved or are facing viability challenges. 

 
66. In the absence of guidance from the regulators, most of the 

conversions which were undertaken in a highly subjective and 
flawed manner mostly protected the interests of the institutions 
instead of the interests of the members and policyholders. 
Resultantly, policyholder value was transferred to shareholders of 
insurance companies. 

 
67. The Commission established that the industry, at both the 

Regulator and the regulated institutions level, had serious 
deficiencies with regard to proper record-keeping. Most institutions 
failed to provide the Commission with consistent information due 
to poor record-keeping, including information relating to 
accumulations of contributions and premiums for individual 
members, investment returns, asset build-up and copies of 
statutory returns over the investigation period.  

 
68. The Commission received a significant number of complaints over 

missing policyholder and pensioner records due to changes in 
shareholding of insurers and in management, as well as transfers 
of fund administration services from one institution to another.  

 
69. Poor corporate governance practices, such as improperly 

constituted, inadequate skills, conflicted Boards of directors and 
trustees and poor internal controls, were identified as some of the 
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causes of loss of value. Excessive administrative and other 
expenses at institutional level were noted as a major cause of loss 
of value. The post-dollarisation industry expenses (excluding 
benefits payment) averaged 81% of total premiums and 
contributions, leaving only 19% for investment.  

 
70. The Commission noted the industry’s failure to demonstrate that 

they maintained separate funds and accounts in violation of section 
16 of the Pension and Provident Funds Act. This could explain the 
rapid growth in shareholder assets at the expense of policyholder 
funds. The Table below summarises factors, causes and reasons for 
loss of value. 

  
 Factor  
Macro  Inflation. 

Currency de-basing. 
Exchange rate used for de-monetisation. 

Meso  Failure by the Regulator to guide the industry on currency de-
basing, inflation and conversion processes. 
Failure to protect consumers of insurance and pension products. 
Weak legislation, regulatory processes and systems. 
Absence of a resolution framework for failed pension funds and 
insurance companies institutions. 
Failure to deal with contribution arrears. 
Failure to provide and enforce good corporate governance 

Micro  Failure to index contributions, premiums and benefits to inflation. 
Unsustainable administration and other expenses 
Products terminations and closures  
Actuarial service provision  
Contribution arrears 
Poor investment and risk-management practices  
Surrenders and lapses 
Poor accounting methods and practices 
Lack of transparency surrounding de-mutualisation processes 
Arbitrary conversion methods  
Excessive expenses  
Poor compositions and conflicted Boards of directors and trustees 
subversion  
Poor record-keeping 
Failure to separate insurance, pension and shareholder assets 
Poor composition and conflicted Boards of directors and trustees. 
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Weighting of the Factors, Causes and Reasons for Loss of 
Value 

 
71. The process of weighting the factors, causes and reasons of loss 

of value was challenging, in view of the multiplicity of factors that 
caused loss of values with some being related, whilst others were 
independent but happening at the same time. There were also 
some factors that had the potential individually to wipe out all the 
value.  

 
72. A case in point was the abnormally high administration expenses 

in some institutions which exceeded total pension contributions 
and insurance premiums by over 100%, inflation which resulted in 
negative real return on fixed-income securities from 2001 to 2008, 
currency de-basing, which wiped out all insurance and pension 
accumulations owing to the absence of inflation- indexation, the 
de-monetisation exchange rate that resulted in insignificant lump-
sum payments and failed insurance companies that closed and did 
not pay anything to policyholders or pensioners. 

 
73. In the absence of reliable quantitative data to establish the 

causality relationship among factors, the weighting was eventually 
based on qualitative assessment. This process yielded the 
following average weights: macro-level factors were 43%, meso-
level or regulatory factors or failures were 21% and micro-level or 
institution specific factors were 36%. 

 
Recommendations 

 
74. A number of recommendations are submitted by the Commission 

as part of the post-inquiry reforms. These include the need for 
Government to foster macro-economic stability, to overhaul the 
legal and regulatory frameworks for the sector, to capacitate IPEC 
to commence prudential supervision, including the regulation of 
market conduct, to revisit the de-monetisation process in order to 
ensure fair compensation, to establish an Ombudsman for the 
insurance and pension industry and to regulate cannibalistic 
administrative expenses, which were the biggest cause of loss of 
value in a dollarised environment. 
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Role of Insurance and Pension Service Providers during the 
Conversion Process 

 
75. Institutions that played or could have played a role in the 

conversion of insurance and pension values from the ZW$ to the 
US$ were Government, the Insurance and Pensions Commission, 
the Actuarial Society of Zimbabwe, the Public Accountants and 
Auditors’ Board, industry associations, pressure groups, insurance 
companies, pension funds and pension fund administrators. 

 
76. The findings by the Commission is that Government failed to 

provide policy and regulatory guidance to the insurance and 
pension industry during inflation and when the ZW$ currency was 
debased in 2006, 2008 and 2009, as well as at the time of 
conversion. Thus, Government failed to protect the rights and 
reasonable benefit expectations of policyholders and pension fund 
members. 
 

77. IPEC failed to initiate and champion measures to protect 
policyholder and pension fund member values, and also failed to 
provide guidance to the industry during the periods of inflation, 
when the ZW$ currency was debased in 2006, 2008 and 2009 and 
at the time of conversion. 

 
78. Resultantly, the industry relied on its own tools and policies to 

convert values, which conversions were prejudicial to pensioners, 
pension fund members and insurance policyholders.  

 
79. At the time of conversion, the Actuarial Society of Zimbabwe 

(ASAZ) did not have the capacity to provide any guidance on the 
conversion process. The society did not regulate its members as 
expected, effectively placing this obligation on external 
professional bodies such as the Institute and Faculty of Actuaries 
of the UK (IFoA), the Actuarial Society of South Africa (ASSA) and 
the Society of Actuaries of the USA (SOA). The industry relied on 
guidance by individual actuaries and actuarial firms to convert 
values from ZW$ to US$. Significantly, there were only two 
resident and qualified actuaries in Zimbabwe at the time of 
dollarisation. 

 
80. At the time of dollarisation, the industry associations, namely the 

Public Accountants and Auditors’ Board, the Life Offices 
Association, the Zimbabwe Association of Pension Funds, the 
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Zimbabwe Association of Funeral Assurers and the Insurance 
Council of Zimbabwe, did not provide guidance on the conversion 
process. However, LOA belatedly set up a Conversion Committee 
in August 2015, in apparent response to the establishment of the 
Commission. The purpose of the Committee was to equip the 
members of the association to respond to requests from the 
Commission for information and data relating to the conversion 
process. Although PAAB issued guidance on conversion of 
financial statements, the guidance was so general that it did not 
meet the specific requirements of the insurance and pension 
industry. 

 
81. Furthermore, there were no insurance and pension rights groups 

or Ombudsman at the time of conversion. However, five insurance 
and pension rights groups were set up in 2012, in response to the 
challenges that their constituencies encountered on conversion.  
The organisations played an advocacy role during the post 
conversion period. 
 

82. On the advice of their respective actuaries, auditors and financial 
advisors, insurance companies and pension funds were directly 
responsible for the conversion processes and the errors and 
omissions during the processes.  

 
Chapter 6: Conversion Methods and Processes  

 
83. The Commission established that there was no industry specific 

guidance on the conversion of insurance and pension assets and 
liabilities from ZW$ to US$ by the Ministry of Finance, the RBZ, 
IPEC or industry associations such as LOA, ZAPF, ZAFA and ASZ. 

 
Absence of Systems, Process and Controls 

 
84. The conversion process was not properly planned at regulatory, 

industry and institutional levels. As a result, there were no 
processes, approvals or independent reviews to guide the 
conversion process.  PAAB provided general guidance, aimed at 
preparers of financial statements, to assist them in the application 
of the principles of International Financial Reporting Standards in 
Zimbabwe for the year ended 31 December 2009. However, given 
the specialist nature of the insurance and pension industry, the 
guidance was not detailed enough to address key issues in the 
conversion of insurance and pension liabilities and assets. 
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Conversion of Assets 
 
85. Generally, the industry employed similar methods in converting 

ZW$ value of assets into US$ value. The conversion of asset 
values was overseen by a number of professionals, including 
accountants, auditors and actuaries. 

 
86. Values of listed equity investments were determined by prevailing 

stock prices on the ZSE. Institutions used different dates in the 
month of March 2009 to convert listed equities from ZW$ to US$. 
The industry did not have a standard guidance on the valuation of 
unlisted equities, considering the many subjective methods of 
valuing unlisted investments. However, net asset value was the 
method that was widely used. 
 

87. Property, plant and equipment were valued by independent 
professional valuators on the basis of open market values as at 31 
December 2008. However, some institutions, such as Old Mutual, 
further used their internal valuation procedures in adjusting values 
determined by external valuators. For instance, Old Mutual 
discounted property values by 40% in March 2009, 50% in June 
2009 and then reverted to full market value in September 2009. 

 
88. In the absence of de-monetisation of ZW$ values at the point of 

conversion, money-market instruments, bonds and cash were not 
converted into US$ when the economy dollarised. The industry 
valued the balances in these asset classes at zero (zerorisation). 
However, when Government eventually de-monetised in 2015, the 
proceeds received by the industry were generally negligible. For 
instance, Old Mutual received US$119,767.32, NRZ Pension Fund 
received US$46.78, the Mining Industry Pension Fund received 
US$35 and ZMDC Pension Fund received US$5. Several 
institutions received zero values during the de-monetisation 
exercise. 

 
89. The conversion process did not take into account contribution 

arrears that accumulated prior to dollarisation, which were largely 
written off on dollarisation. A few institutions converted the ZW$ 
contribution arrears at different exchange rates that prevailed in 
the market. 

 
 
 



22 
 

Conversion of Liabilities 
 
90. In the absence of a standardised guidance on the conversion of 

insurance and pension liabilities, each institution devised and 
applied its own conversion methods. This Report presents an 
analysis of conversion methods applied by each investigated 
institution and on each product that existed prior to dollarisation. 

 
91. The major weaknesses of the conversion methods employed by 

insurance companies and pension funds included loss of value to 
policyholders and pension fund members, inter-generational 
inequities in the allocation of assets and the use of financially 
unsound conversion methods and assumptions. The next sections 
discuss these main weaknesses in the conversion methods and 
processes used:- 

 
Loss of Value 

 
92. The Commission found that the methods used in the conversion of 

assets and liabilities from ZW$ to US$ failed to take into account 
the rights and reasonable expectations of policyholders. As a 
result, policyholders and pension fund members suffered 
significant prejudice arising from the conversion methods. 

 
Financially Unsound Conversion Methods and Assumptions 

 
93. Most of the conversion assumptions for liabilities were neither 

consistent nor realistic, considering how salaries were failing to 
keep up with inflation and the difficulty in setting variables such as 
salary increases, interest rates and mortality. The valuations done 
just prior to the conversion date from ZW$ to US$ would, therefore, 
have been unrealistic and totally inadequate for the purposes of 
quantifying the liabilities.  

 
94. The asset values immediately after the conversion date, were 

depressed because markets were still re-discovering themselves. 
This period of uncertainty was, therefore, characterised by 
institutions setting aside contingency reserves, data error 
reserves, massive property value discounts and so forth. 
Furthermore, the asset values were adversely affected by 
investment management malpractices, such as excessive charges 
and poor asset allocations. 
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95.  Resultantly, the conversion which was based on the 
apportionment of a flawed proportion of ZW$ liabilities and 
downward-adjusted US$ assets at a date different from that on 
which liabilities were calculated, resulted in a flawed US$ 
allocation to members, hence, inaccurate benefits.  

 
Inter-generational Inequities 

 
96. The conversion processes failed to take into account the different 

currency values during the period of investigation as a result of 
hyper-inflation. Different generations of ZW$ which differed in 
purchasing power were treated as if they had the same value. As 
a result, value was transferred from longer contributing members 
who contributed in times of general macro-economic stability to 
newer contributing members who contributed for shorter periods, 
especially during the macro-economic instability. 

 
Absence of Standard Guidance for Conversion from ZW$ to 
US$ 

 
97. There was no standard guidance by regulatory authorities and 

industry associations for the conversion of insurance and pension 
assets and liabilities from ZW$ to US$. This resulted in the industry 
relying on the general guidance offered by PAAB, which did not 
take into account the specialised nature of the industry. The 
absence of such guidance led to inconsistencies in the treatment 
of different products within and across companies. 

 
Recommendations: 

 
Systems, Process and Controls 

 
98. On account of the observed pitfalls in the conversion processes 

and the methods applied by the industry, a compensation 
framework which remedies the aforesaid shortcomings is 
necessary (See Chapter 7 on Compensation). The Commission’s 
recommended compensation framework is expected to address 
the following:- 

 
a) loss of value or prejudice arising from conversion methods 

used; 
 

b) financially unsound conversion methods and assumptions; 
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c) inter-generational inequities; 
 

d) absence of Standard Guidance for conversion from ZW$ to 
US$; 
 

e) quantification of prejudice to policyholders; and 
 

f) enhancing capacity to conduct macro-prudential advisory 
functions.  

 
99. On account of the industry-wide implementation of patently flawed 

conversion methods arising from the industry’s failure to react to 
macro-economic structural changes and its implications on benefit 
delivery, it is essential to set up an insurance and pension research 
institution responsible for macro-prudential advisory functions. 

 
Industry Governance Framework 

 
100. The shortcomings in the conversion process identified in this 

Chapter point to the need for setting up an effective and 
enforceable governance framework covering three levels, namely, 
Government, Regulator and regulated institutions. The framework 
should address, inter alia, standards, targets, performance 
assessment and accountability measures. (See Chapter 9 on 
Governance). 

 
101. In conclusion, recommendations in this Chapter are centred on the 

need to re-write history through revisiting the conversion methods, 
criteria and processes employed by insurance companies and 
pension funds when the country dollarised in 2009. The conversion 
methods, processes and criteria were prejudicial to policyholders 
and pension fund members. The compensation framework 
recommended in Chapter 9 seeks to remedy the weaknesses 
identified in the conversion methods and criteria used. The 
Commission recommends a standardised conversion process that 
ensures fairness among providers of insurance and pension 
services or products and consumers of such services and 
products. 
 
Chapter 7: Prejudice and Compensation Basis 

 
102. This Chapter presents findings under ToRs (viii), (ix) and (x) which 

require the Commission to come up with an appropriate criteria for 
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assessing prejudice, examining the extent of prejudice and coming 
up with an appropriate basis for compensation for material 
prejudice. The ToRs are interrelated and it was, therefore, 
appropriate to address them in one Chapter.  

 
Criteria for Determining Prejudice 

 
103. In coming up with the criteria for the quantification of prejudice,  the 

Commission considered different types of insurance and pension 
products and policyholder minimum reasonable expectations, as 
well as the minimum reasonable benefit expectations of members 
of a pension fund.  

 
104. Since insurance and pensions arrangements are contractual 

relationships, the Commission assessed the relationships from a 
legal point of view, in order to establish the rights and obligations 
of each contracting party. In addition, factors causing loss of value 
identified in Chapter 5 and other Chapters were considered in 
coming up with the criteria for assessing prejudice. Such factors 
include the failure to index against inflation, currency de-basing, 
dollarisation, conversion processes, de-monetisation, pension 
contribution arrears, legislative deficiencies and poor corporate 
governance. The investigation also looked into shortcomings in the 
conversion processes and approaches employed by life assurance 
companies and pension funds. The shortcomings included the 
following:- 

 
a) the failure to index premiums and benefits, resulting in the 

prejudicial transfer of value from old to new generation 
policyholders, as well as from policyholders to the 
shareholders of the insurance company; 
 

b) disenfranchisement of policyholder assets; 
 

c) the unilateral alteration of policies and insurance contracts by 
insurers, such as decisions to make policies paid-up, the 
wholesale cancellation of policies and the switching of 
products; 
 

d) the failure to honour obligations by both parties caused by 
currency de-basing and deteriorating economic conditions. 
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Compensation Basis 
 
105. The investigation revealed that the prejudice suffered by insurance 

policyholders and pension fund members was very material. 
Therefore, the Commission recommends a compensation 
framework that clearly outlines the processes required to achieve 
an objective and transparent compensation. The primary objective 
is to ensure that prejudiced members of insurance schemes and 
pension funds get their rightful benefits, whilst maintaining stability 
and confidence in the industry.  

 
106. The Commission recommends a compensation framework that 

takes into consideration the following:- 
 

a) the criteria for assessing prejudice in relation to the insurance 
and pension contracts as provided by the respective legal 
definitions as referred to above; 
 

b) the factors and causes of loss of value as outlined in Chapter 
5 on ToRs (iv) and (v); 
 

c) the shortcomings of the conversion processes and the 
approaches employed by life insurance and pension funds at 
dollarisation as highlighted in Chapter 6 on ToR (viii); 
 

d) the financial soundness of the insurance and pensions 
industry as outlined in Chapter 8 on ToRs (xi) and (xii). 
 

107. Cognisant of the importance of objectivity and impartiality in the 
implementation of the framework for the recommended 
compensation, it is recommended that IPEC, as the industry 
Regulator, should assume overall oversight of the implementation 
of the compensation framework by industry players.  

 
108. The Commission recommends that the Regulator requires 

institutions to prepare and submit a compensation scheme within 
a year of a date to be specified by the Regulator. The 
compensation period shall be 1996 to the date when the 
compensation scheme is instituted. The Commission’s 
recommended currency for compensation is US$ or its equivalent, 
notwithstanding that many of the contracts were entered into and 
subsequently concluded in the ZW$ era.  
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109. The Commission proffers compensation guidance on the following 
insurance and pension products:- 

 
a) With-Profits Insurance Policies; 
b) Investment Contracts or Cash Accumulation Policies; 
c) Unit-linked Policies; 
d) Inflation-indexed Policies; 
e) Unilaterally Terminated Funeral Contracts; 
f) Terminations due to Currency De-basing; 
g) Guidance on Stopped Premiums; 
h) Pension Products (DB and DC); and 
i) NSSA’s National Pension Scheme. 

 
110. Considering the challenges faced by pensioners in accessing their 

pensions owing to missing records associated with the change of 
fund administrators or payments allegedly processed into their 
bank accounts but not reflected, the Commission recommends 
that the burden of proof be placed on the insurance company, 
pension fund or pension administrator. 

 
111. The Commission established that contribution arrears were one of 

the major factors causing loss of value by pensioners. It, therefore, 
recommends that all sponsoring employers with outstanding 
pensions be obliged to honour their obligations.  

 
Quantification of Prejudice 

 
112. The Commission examined the prejudice suffered by a selected 

number of complainants. As highlighted in Chapter 5 on the 
Causes of Loss of Value, some pensioners received insignificant 
amounts as low as US$0.08, after several years of working, and 
the majority of them got zero values, owing to the lack of benefit 
inflation-indexation and currency de-basing.  

 
113. However, owing to data limitations, the Commission was unable to 

quantify the total prejudice suffered by insurance policyholders and 
pension fund members who were paid during the investigation 
period of 1996 to 2014. Most of the information, such as 
contribution histories of policyholders and pension fund members, 
as well as their salary progressions, was not made available to the 
Commission to enable it to make the determination. Considering 
the finite tenure of the Commission, it was also impossible to 
calculate the total prejudice suffered, on a product- by- product 
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basis, for every institution that was investigated and for the entire 
industry. In this regard, the Commission recommends that a 
sensitivity analysis be conducted by the Regulator, as part of the 
compensation framework, to establish the likely impact of the 
recommended compensation on the soundness and sustainability 
of the industry. 
 
Securitisation of Property to Meet Rightful benefits 

 

114. The Commission recommends the securitisation of commercial 
and other real estate to enhance its liquidity for the purposes of 
compensating prejudiced pension fund members and insurance 
policyholders if the liquid or near liquid assets are inadequate to meet 
compensation obligations. The unitised real estate assets can also be 
traded on the secondary market, through over-the-counter 
transactions or listed on the Zimbabwe Stock Exchange. This is 
expected to provide a significant amount of liquidity to the real estate, 
which otherwise, would have been quite illiquid without securitisation.  

 
Chapter 8: Soundness of the Industry 

 
115. This Chapter presents the findings on ToRs (xi) and (xii), which 

require the Commission to assess the financial soundness of the 
insurance and pensions industry before, during and after 
conversion from ZW$ to US$, as well as recommending measures 
on how to restore financial soundness if the industry is found to be 
unsound. 

 
116. In its assessment of the financial soundness of the industry for the 

period under investigation, the Commission considered 
approaches used by international financial institutions such as the 
IMF namely the Caramel Framework and the Solvency II 
Framework. 

 
117. Soundness was understood as the ability of the insurance and 

pension industry to withstand vulnerabilities, imbalances and 
crises that lead to a reduction in, or loss of, confidence in the 
industry’s role and disruption in economic growth. It is defined at 
three levels. 
 

118. The three levels referred to above are:- 
 



29 
 

a) fair treatment of policyholder or pension fund members in 
terms of the products and services sold, the selling process, 
contractual terms, delivering value for money and meeting the 
reasonable benefit expectations of policyholders and pension 
fund members in respect of the premiums and contributions 
that they have paid or that have been paid on their behalf: 
 

b) the ability of the industry to operate ethically, effectively and 
efficiently in identifying policyholders and pension fund 
members’ needs, designing products and services to meet 
those needs and discharging their obligations to policyholders 
and pension fund members in full, timeously and courteously;  
 

c) the capacity of the regulatory system to guide and rein in the 
industry and to correct imbalances in the economy which may 
result in failure by the industry players to discharge any of their 
duties and obligations to policyholders and pension fund 
members.  

 
Capital Adequacy for Insurance Companies 

 
119. The Commission considered the ratio of assets to liabilities for life 

insurance companies for the period 1999 to 2015, in order to 
evaluate capital adequacy. The assets exceeded the liabilities by 
an average of 18% during the period. Based on the data supplied, 
the Commission is of the opinion that there was adequate capital 
to support the writing of life insurance business. 

 
120. However, considering the findings of the Commission that the 

industry has, during the years 1996 to 2014, been prejudicing 
policyholders and pension fund members of their rightful 
entitlements, some of the insurance companies could be under-
capitalised if correct benefits are paid to policyholders and pension 
fund members. The true picture of capital adequacy will be 
revealed once the quantity of prejudice has been established. 

 
Capital Adequacy for Pension Funds 

 
121. The Commission found that the pensions industry operated with 

massive surpluses throughout the period of investigation, with 
assets, on average, being six times the liabilities. However, 
although the industry depicted a healthy and solvent position with 
massive surpluses, paradoxically, pensioners and pension fund 
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members suffered prejudice as they were deprived of their rightful 
entitlements. The pension fund asset coverage ratio of six times 
the liabilities reveals the industry’s capacity, to some extent, to 
compensate for the losses of value. The recommended 
Compensation Scheme set out in Chapter 7 is expected to correct 
this imbalance, through restituting pension fund members that lost 
value. 

 
Asset Quality 

 
122. A significant proportion of the assets survived hyper-inflation, as 

the assets were largely invested in properties and equities. Less 
than 6% of the assets were invested in fixed-income securities 
which had negative real investment returns during the period 2001 
to 2008. The post-dollarisation assets were largely invested in 
listed equities and property, with money-market, bonds and 
unlisted equities constituting 15%. Thus, the Commission is of the 
opinion that the industry assets were generally of good quality. 

 
Actuarial Practices 

 
123. The Commission established that there are no Standards of 

Actuarial Practice (SAP) and Actuarial Practice Notes (APN) for 
actuaries practising in Zimbabwe. There is no standard market 
guidance on the following: (i) solvency assessments (ii) bonus 
valuation and projections methods (iii) reserving (iv) underwriting 
(v) reinsurance and risk-management (vi) pricing and product 
development (vii) investment and asset liability modelling and (viii) 
business and profit models. The absence of standards and 
professional guidance seriously compromised actuarial and risk- 
management processes in the industry. 

 
Management Quality 

 
124. The Commission considered the ratio of the benefits paid in each 

year to the premiums or contributions as a measure of 
management efficiency. This was complemented by the ratio of 
administration expenses to the premiums or contributions 
received, which is also a measure of the efficiency of the system 
in delivering value to the policyholders and pension fund members. 
The quality of management was also assessed in depth in Chapter 
9 on Regulatory and Governance Failure. 
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125. For both the insurance and the pension industry, the expenses 
paid out of premiums or contributions were too high, and in some 
cases exceeded the contributions received. The industry 
degenerated into a sink-hole, where policyholders and pension 
fund members contributed to sustain the upkeep of the lavish 
lifestyles of the administrators, without any return to the 
policyholders and pension fund members. The Regulator’s failure 
to rein in the industry expenses perpetuated the haemorrhaging, 
resulting in predatory expense structures averaging 81% of total 
premiums and contributions during the period 2009 to 2014. 

 
Causes of Unsoundness 

 
126. The causes of unsoundness included an unstable macro-

economic environment, failure by the industry to adjust business 
practices to the changes in the macro-economic environment, 
regulatory failure, poor governance practices, characterised by 
conflicts of interests and excessive administration expenses, poor 
risk-management practices, failure to treat customers fairly, data 
management deficiencies and weak legislation. 

 
Measures for Restoring Soundness 

 
127. The Commission recommends a number of reforms which are 

necessary to ensure the restoration of financial soundness. The 
recommendations for actions by Government include the 
development of a Financial Sector Development Plan, the 
maintenance of macro-economic stability and a review of the 
legislation governing insurance and pension businesses. The 
Regulator should revamp the regulatory processes and systems, 
enhance its capacity in terms of skills-mix and experience and also 
develop consumer protection specific supervisory resources and 
the necessary tools.  

 
128. Insurance companies and pension funds should improve their 

governance practices and their capacity to manage the institutions, 
including the efficient use of capital and value for money for the 
policyholders and improve record-management systems. 
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Chapter 9: Failure of Regulation, Governance and Legislation 
 
129. This Chapter consolidates the Commission’s analysis of instances 

of failure of governance at the policy, regulatory, and institutional 
levels. It also assesses the failure of legislation governing the 
insurance and pension industry during the investigation period of 
1996 to 2014, as well as proffering recommendations to deal with 
regulatory, governance and failure of legislation pursuant to the 
requirements of ToR (xiii).  

 
Governance Failure 

 
130. The Commission assessed governance practices at three levels 

namely; Government level, regulatory level and institutional level. 
The institutions assessed in terms of governance were IPEC since 
its inception in 2006, the Government Pension Agency, NSSA, 
insurance companies, pension funds and fund administrators, 
including brokers.  

 
131. The governance practices were assessed against the 

requirements of legislation governing the sector and the National 
Code on Corporate Governance. In addition, the practices were 
also benchmarked with regional and international standards as set 
by the International Organisation of Pension Supervisors (IOPS), 
the International Association of Insurance Supervisors (IAIS), the 
International Social Security Association (ISSA) Guidelines and 
the OECD.  

 
Governance Failure on the Part of Government 

 
132.  Government failed to maintain macro-economic stability during 

the period 1999 to 2008. The economy experienced 
unprecedented levels of inflation which saw the removal of 25 
zeros from the ZW$ currency through currency de-basing. There 
was no guidance given by monetary and fiscal authorities on how 
savings products such as insurance and pensions, which span 
many years, should be treated in the face of currency de-basing. 

 
133. After years of battling hyper-inflation and its associated 

challenges, Government, in 2009, adopted the multiple-currency 
regime. However, Government did not provide guidance on how 
ZW$ insurance and pension liabilities should be converted into 
US$ values. In addition, Government did not de-monetise the ZW$ 
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values on conversion in 2009. The de-monetisation exercise was 
carried out in 2015, six years after the adoption of the multi-
currency system. The process only applied to non-loan bank 
accounts as at 31 December 2008. An exchange rate of US$1 to 
ZW$35 quadrillion and US$1 to ZW$35,000 was applied during the 
de-monetisation period. The total de-monetisation proceeds 
received by insurance companies and pension funds were less 
than US$135 000. Resultantly, pension funds and insurance 
companies’ deposits and investments in the banking industry were 
de-monetised at a rate that, in all fairness, was not a fair reflection 
of the appropriate value.   

 
134.  Government also overlooked the need to come up with a Financial 

Sector Development Plan during the period under investigation. 
The economic blue-prints, such as STERP and Medium Term 
Plan, that came immediately after dollarisation focused more on 
broad macro-economic objectives and did not provide policy clarity 
and direction with regard to the financial sector, and the insurance 
and pensions industry in particular. In the absence of such a 
deliberate national policy, fragmented efforts by the different 
regulators in the financial services sector during and after 
conversion, resulted in the disenfranchising of policyholders, with 
no official reference point to address actual and perceived 
prejudice. As such, all policyholders that felt that they had suffered 
prejudice had limited recourse, more so when considering the fact 
that the majority were average Zimbabwe people with limited 
means and no financial muscle to take the institutions to court. 

 
Regulatory Failure on the Part of IPEC 

 
135. Regulatory failure manifested through the following industry ills; 

reliance on off-site surveillance with no prudential on-site 
supervision, failure to safeguard policyholder and pension funds’ 
assets, unstandardised reporting practices, gross licence 
cancellations without due regard to the liabilities of the institutions 
whose licences were cancelled, surrenders, lapses, mis-selling, 
financially unsound products, arbitrary product terminations and 
wholesale pension commutations, inappropriate underwriting, 
business and profit models, unfair treatment of policyholder or 
pension fund members, predatory expense structure, with some 
institutes spending 300% of pension contributions on 
administrative expenses,  lack of a consumer protection regime 
and the failure to protect policyholder funds, as evidenced by the 
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excessive growth in shareholder funds at the expense of 
policyholders.  

 
136. In addition, there was no standard market guidance on the 

following actuarial issues: (i) solvency assessments (ii) bonus 
valuation and projections methods (iii) reserving (iv) underwriting 
(v) reinsurance and risk-management (vi) pricing and product 
development (vii) investment and asset liability modelling (viii) 
business and profit models, among others. Resultantly, 
policyholder funds were used to capitalise businesses of insurers 
which witnessed the formation of group structures predominantly 
owned by shareholders of insurance companies. 

 
137. Evidence of the regulatory failure on the part of IPEC included the 

failure to ensure proper record-keeping among its licensees 
through ICT supervision and failure to put in place proper 
structures at IPEC, such as a complaints-handling desk and 
functions such as research, legal, supervisory accounting, macro-
prudential surveillance and supervision. 

 
Governance Failure at IPEC 

 
138. The investigation revealed that there was bad corporate 

governance practices at IPEC during the investigation period. The 
main weaknesses were lack of operational independence through 
conflicted Board appointments, as market players were part of the 
Board of IPEC. The Board had limited skills in terms of head-count 
and mix. In terms of capacity, there was no capacity to regulate the 
industry owing to the absence of requisite skills among the staff of 
IPEC. The Regulator did not have key functionaries such as 
internal audit, corporate governance compliance, legal, ICT, 
supervisory accounting and actuarial for the decade after its 
inception in 2006. The Commission discovered that IPEC did not 
have a code of conduct or code of ethics for its staff, and no rules 
on receipt of gifts, hospitality and claiming of expenses. It only 
hinted that this was work in progress.  

 
139. The failure by IPEC to provide adequate guidance on corporate 

governance to the industry has resulted in shocking practices that 
have, in the main, seen policyholders being prejudiced. 
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Governance Practices at NSSA 
 
140. The Commission observed problems relating to the failure to 

maintain accurate records of investments made and the returns, 
the contribution records of members of the scheme, the absence 
of an in-house actuarial function, the arbitrary benefit 
computations, leading to unfair treatment of customers, as well as 
the failure to provide information such as financial statements and 
asset valuation reports for the investigation period.  

 
Governance Practices in IPEC Licensees 

 
141. In its inquiry, the Commission noted worrying corporate 

governance practices as a result of lack of regulatory guidance and 
supervision. The corporate governance deficiencies included 
conflicting Board appointments through cross directorship among 
different IPEC licensees, failure to separate shareholding and 
management of institutions, poor mix of independent and non-
independent Board members, and poor risk-management and 
internal controls. 

 
142. The Commission noted, with concern, the absence of audit 

compliance and risk-management functions in a number of players 
in the industry. Even amongst those insurers with proper structures 
in place, there were corporate governance challenges simmering 
below the surface.  

 
Failure of Legislation 

 
143. The Commission observed serious gaps in the legislation 

governing the insurance and pensions industry. It analysed the 
Insurance Act, the Pension and Provident Funds Act, the 
Insurance and Pensions Commission Act and the NSSA Act. The 
legislation was compared with that of regional and international 
good practices.  

 
Recommended Amendments to the IPEC Act 

 
144. The main principles for the recommended amendments to the 

Insurance and Pensions Commission Act are the following:- 
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a) setting out clear objectives of the Act; 
 

b) empowering IPEC to  supervise medical aid schemes, legal 
aid schemes and NSSA prudentially; 
 

c) enriching the functions of IPEC; 
 

d) establishment of a Nomination Committee for the purpose of 
identifying suitable persons for appointment to the IPEC 
Board in order to ensure autonomy in the appointment of 
Board members; 
 

e) removing conflict of interests in the appointment of the 
Secretary for Finance on the IPEC Board; 
 

f) limiting the term of office of IPEC Board members to three 
years, which could be renewed once, in order to prevent 
career members on the Board; 
 

g) setting an appointment criteria for the position of IPEC 
Commissioner, including minimum qualifications, experience 
and conditions under which  he or she can be removed from 
office; 
 

h) enhancing the regulatory powers of IPEC by inserting a 
Schedule detailing its  regulatory powers in order to ensure 
smooth execution of its functions; 
 

i) inserting new provisions relating to the protection of IPEC staff 
for actions done in good faith and the protection of confidential 
information; 
 

j) empowering IPEC to require disclosure by any person who, in 
the exercise of his or her duties, or was offering services to 
IPEC licensees, becomes aware of any matter which, in his or 
her opinion, may prejudice members of a pension fund and 
policyholders. Such disclosures may be made by an auditor, 
valuator, principal officer, member of the Board of Trustee, 
compliance officer, or general employees or any other person; 
 

k) empowering IPEC to conduct prudential on-site inspections of 
insurers and brokers on an on-going basis, even where there 
is no wrong-doing suspected; 
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l) empowering IPEC to exchange information with other 
regulators, domestic or foreign, to enable group-wide and 
cross-border supervision; 
 

m) providing for the establishment of an Appeals Board to handle 
appeals lodged in terms of the Insurance Act or the Pension 
and Provident Funds Act;  
 

n) empowering IPEC to prescribe deterrent administrative 
penalties for non-compliance with the provisions of the Acts it 
administers; 
 

o) empowering IPEC to conduct a fitness and probity test of 
shareholders, Board members and key functionaries in all its 
licensees; 
 

p) empowering IPEC to appoint a judicial manager or liquidator 
of a troubled insurance company, broker, fund administrator 
or pension fund, to ensure protection of policyholder or 
interests of pension fund members; and 
 

q) empowering IPEC to approve changes in significant interests 
in an insurer or broker.  
 

Recommended Amendments to the Insurance Act  
 
145. The main principles for the recommended amendments to the 

Insurance Act are the following:- 
 

a) expanding the definition of insurance to include legal aid and 
medical aid (health insurance); 
 

b) setting out clear objectives of the Act; 
 

c) separating the powers of the Commissioner from those of 
IPEC; 
 

d) enhancing corporate governance provisions of the Act, 
including the composition of the Board of directors, restriction 
of cross-directorship and powers to remove  a director who is 
no longer fit and proper; 
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e) enhancing provisions for the safeguarding of assets and 
supporting liabilities of an insurer; 
 

f) reviewing the frequency of actuarial reports from once in every 
three years to annual valuations and empowering IPEC to 
cause an actuarial valuation when the Regulator deems it 
necessary;  
 

g) compelling insurers to notify policyholders personally of any 
changes in name, in addition to the current requirement to 
advertise through national newspapers;  
 

h) empowering IPEC to approve the introduction or  termination 
of insurance products; 
 

i) providing for mandatory record-keeping and maintenance of 
life insurance business records for up to one hundred years 
and empowering IPEC to prescribe guidelines on the retention 
or maintenance of records; 
 

j) providing for the protection of confidentiality of client 
information and prevention the of insurance fraud; 
 

k) empowering IPEC to prescribe licensing requirements and 
conditions for deregistration;  
 

l) reviewing the appeals process to enable the handling of 
appeals by an independent Appeals Board; 
 

m) limiting shareholding in an insurer or insurance broker in order 
to address the challenges associated with concentrated 
shareholding in a few individual shareholders; and 
 

n) introducing mandatory time lines for record-keeping by all 
IPEC licensees and empowering IPEC to set minimum 
standards. 
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Recommended Amendments to the Pension and Provident 
Funds Act 

 
146. The main principles for the recommended amendments to the 

Pension and Provident Funds Act are the following:- 
 

a) clarifying the meaning of actuarial surplus in the definitions 
section; 
 

b) setting out clear objectives of the Act; 
 

c) empowering IPEC to set deterrent penalties for non-
compliance with  any provisions of the Act; 
 

d) prescribing minimum requirements for the rules of a pension 
fund; 
 

e) enhancing disclosure and accountability by pension funds to 
their membership; 
 

f) reviewing the appeals process to enable the handling of 
appeals by an independent Appeals Board; 
 

g) enhancing corporate governance provisions of the Act, 
including minimum number of members of a Board of 
Trustees, fitness and probity tests of trustees, principal 
officers and other key functionaries and dealing with conflicts 
of interest among sponsoring employers; 
 

h) empowering IPEC to accredit auditors and valuators for 
pension funds; 
 

i) enhancing disclosure requirements for auditors or valuators of 
a pension fund; 
 

j) reducing the time frame within which financial statements 
should be submitted to IPEC  from the current six months to 
three months;  
 

k) empowering IPEC to prescribe standards for assessing 
solvency of a pension fund; 
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l) empowering the Minister to prescribe the level of prescribed 
assets from time to time through regulations; 
 

m) transferring some regulatory powers of the Minister to IPEC 
e.g. section 36 (m) gives the Minister  power to specify the 
minimum professional conduct of pension fund trustees and 
administrators; 
 

n) empowering IPEC to prescribe a detailed resolution 
framework for troubled pension funds; 
 

o)  placing personal and vicarious liability on the principal officers 
and other senior management personnel in a pension fund; 
 

p) enhancing the provisions to deal decisively with the problem 
of contribution arrears; 
 

q) empowering IPEC to prescribe permissible expenses for 
pension funds and reasonable expense to contribution ratio; 
and 
 

r) empowering IPEC to approve changes of a pension scheme 
from one form to another and the change in pension fund 
administration from one institution to another. 

 
Recommended Amendments to the NSSA Act 

 
147. The main principles for the recommended amendments to the 

NSSA Act are the following:- 
 

a) regulation of NSSA to be placed under IPEC, in order  to 
enhance its accountability, consolidate insurance and pension 
regulation and foster co-existence of NSSA and occupational 
pension schemes; 
 

b) inserting explicit objectives of the Act; 
 

c) reviewing the penalties for non-compliance with the provisions 
of the Act to make them dissuasive; 
 

d) providing for the minimum skills and qualifications for NSSA 
Board members; 
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e) placing personal and vicarious liability on NSSA Board 
members for actions not done in good faith; 
 

f) limiting the term of office of a Board member to two of 3 - year 
terms; 
 

g) repealing the requirement of Ministerial approval to set up 
Board committees; 
 

h) precluding NSSA Board members and management from 
having any direct or pecuniary interest in contracts of 
whatever nature which involve NSSA, in order to avoid 
situations of personal aggrandisement;  
 

i) limiting the powers of the Board chairperson to act alone on 
matters of urgency, as currently provided for in section 18; 
 

j) providing for the regulation of NSSA’s high administration 
expenses;  
 

k) empowering IPEC to  supervise NSSA prudentially, including 
the power to conduct a fitness and probity test of Board 
members, the general manager and other key functionaries; 
 

l) transferring the powers of appointing an actuary from the 
Minister to the Board; 
 

m) empowering the Minister to prescribe in regulations the 
frequency of actuarial valuations, as opposed to stipulating 
that in the primary Act; 
 

n) repealing the provisions of section 27 which empower the 
Minister to give directives to NSSA on matters of national 
interest. Such powers are too wide and discretionary, such 
that the Minister may interfere with the functions of NSSA; 
 

o) reducing the time frame within which statements of accounts 
should be lodged from six  months after the end of the financial 
year to three months; 
 

p) providing for the rotation of auditors;  
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q) requiring the NSSA auditor to disclose to the Regulator any 
matter  which, in his or her opinion, would prejudice members 
or affect the solvency of the institution in the interests of 
protecting members of the public; and 
 

r) inserting provisions to deal with the problem of non-remittance 
of contributions. 

 
Chapter 10: Role of the Sector in the Financial Service 
Industry and the Economy 

 
148. This Chapter presents an analysis of the roles played by the 

insurance and pensions industry during the period 1996 to 2014. 
The roles played included savings mobilisation, financial sector 
deepening, capital markets development, infrastructure 
development, employment creation and mitigating loss arising 
from uncertainties and, hence, leveraging economic growth and 
national development.  

 
Social Protection 

 
149. The level of protection of the populace through insurance and 

pensions was inferred from the benefits that are payable by 
insurance companies and pension funds. The percentage share of 
total benefits to total contributions averaged 2.3% during the 
period 1996 to 2000. It dropped to 0.8% during the period 2001 to 
2008 and strengthened to an average 7.5% during the post- 
dollarisation period.  

 
150. The low benefits to contribution ratio explains the harrowing 

complaints received from policyholders and pensioners at public 
hearings, where the complainants bemoaned the insignificant 
payments made after years of contributing. Therefore, the 
industry’s core function of protecting individuals and households 
was compromised during the greater part of the investigation 
period. Pensions were not providing ‘peace of mind’ for the aged, 
because they were failing to meet reasonable benefit expectations.  

 
151. The weaknesses observed in other Chapters, such as failure to 

account properly for the assets acquired by the industry, poor 
governance, high operating expenses that exceeded premiums 
and contributions, bear testimony that members of the public were 
not protected. In fact, they lost value instead of getting protection. 
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Thus, it can be concluded that it is the shareholders of insurance 
companies and members of staff of pension funds that were 
protected through policyholder or pension fund members’ funds. 

 
Savings Mobilisation 

 
152. The total pension contributions and insurance premiums of the 

insurance and pension industry as a percentage of GDP averaged 
4.8% during the period 1996-2000, 7.6% during 2001 to 2007 and 
10.3% from 2009 to 2015. 

 
153. In the post-dollarisation period, the total pension contributions and 

insurance premiums increased from US$375 million in 2009 to 
US$1.1 billion in 2015, averaging US$866 million over the period. 
Such a level of pooled resources suggests that, if properly 
incentivised and managed, the sector could play a critical role in 
savings mobilisation and investment.  

 
154. However, the problems of contribution arrears, negative real return 

on investments, especially during the period from 2001 to 2008, 
huge administration expenses and declining macro-economic 
fundamentals adversely impacted on the industry’s capacity to 
mobilise savings for national development. 

 
155. Compared to its regional comparators, Zimbabwe’s performance 

in terms of its savings to GDP ratio is on the low side. It is, 
therefore, critical that the insurance and pension industry, 
especially in view of its long-term horizon, plays its role in 
mobilising domestic savings, which can be stabilising and, over 
time, growth enhancing. 

 
Financial Intermediation 

 
156. Savings that are mobilised by the insurance and pensions industry 

are deployed into various investment portfolios, which include 
property, listed equities, unlisted equities, and money and capital 
markets. About 80% of commercial property in the country’s cities 
is owned by entities in the insurance and pension industry. During 
the period 2009 to 2015, the average value of the industry’s 
property portfolio was US$1.23 billion, representing on average, 
27 % of total industry assets. The sector could play a more leading 
role in infrastructure financing if the predatory administration 
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expense structures were regulated, in order to enable more funds 
being directed towards investments.  
 

157. Money market investments from the insurance and pension 
industry constituted an average 41% of total time deposits in the 
banking sector during the post-dollarisation period of 2009 to 2014. 
Such money-market investments provide a pool of resources that 
facilitate credit creation by the banking sector. Confidence building 
in the economy and the banking sector is crucial for the 
maintenance of the above role, as the sector also lost value 
through failed banks which include, inter alia, Trust, Royal, 
Barbican, Time, CFX, ZABG, Capital Bank, ZABG/Allied and 
Interfin. Furthermore, the Sector lost value through negative real 
investment returns on money-market investments during the ZW$ 
era as discussed under ToR (iv) 

 
158. The insurance and pension industry is also the major source of 

investments on the ZSE, constituting an average 67% during the 
period 2009 to 2014. 

 
159. Insurance institutions contribute to the broadening and deepening 

of capital markets, since they are large institutional investors with 
a long-term investment horizon. The insurance and pension 
industry has largely been the main investor in Government and 
quasi-Government instruments, with the investments averaging 
7% during the period 1996 to 2000 when there was relative macro-
economic stability. Its share in total assets declined to an average 
of less than 1% during the turbulent period 2001 to 2008, before 
recovering to 2% during the multi-currency period 2009 to 2015. 
The sector lost value through investments in non-inflation indexed 
bonds during the hyper-inflation period, which dented confidence 
in Government instruments.  
 

160. Insurance companies and pension funds invest in unlisted equities 
across various sectors of the economy. This is common among 
financial conglomerates, where insurance holding companies have 
invested in banking entities, various classes of insurance 
businesses, micro-finance, tourism, manufacturing and farming, 
among others. Through the investments by insurance companies 
and pension funds, this incentivises them to improve disclosure 
and thereby preparing them for possible listing on the ZSE. It is, 
therefore, encouraging to note that insurance and pension funds 
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commit part of their assets towards promoting these Greenfield 
investments.  

 
161. In conclusion, the role of insurance and pension investments in 

financial intermediation can be enhanced by diversifying in 
alternative assets other than the traditional asset classes, such as 
equities, bonds, money-markets and properties.  

 
Contribution to GDP 

 
162. The insurance and pension industry contributed on average 2.5% 

of GDP between 1996 and 2000, 0.5 % during the period 2001 to 
2008 and 4.7% during the period 2009 to 2015. The sector has 
potential to play an improved role, particularly through 
infrastructure financing, which is associated with several 
multipliers in the economy, if the regulatory and governance 
challenges that are facing the Sector are addressed. 

 
Value Addition to the Financial Services Industry 

 
163. The industry accounted for, on average, 29% of finance and 

insurance sector value-added during the period 1996 to 2000, 9% 
during the period 2001 to 2008 and an average of 63% during the 
period 2009 to 2014.  

 
Employment 

 
164. The insurance and pension industry is not employment-intensive, 

with employment levels averaging 2,621 during the period 1996 to 
2000, 3,459 during the period 2001 to 2008, and 4,281 during the 
period 2009 to 2014. It should be noted that the total figure of 
people employed in the sector is an underestimate, considering 
that those employed in the short-term and reinsurance business 
were not covered for the purposes of the Commission.  
 

165. The contribution of the insurance and pension industry in financial 
services employment is very low, averaging 4.1% during the period 
2009 to 2015. This suggests that the sector is capital-intensive 
and, hence, is not associated with much direct employment 
creation. 

 
166. Given the symbiotic relationship between economic growth and 

the role of the insurance and pension industry, the economic 
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downturn undermined the underwriting capacity of the Sector and, 
hence, its role in the economy. Persistently high levels of poverty, 
and in particular the ‘missing middle,’ holds back the role of the 
industry in the economy. 

 
167. Furthermore, poor corporate governance practices in the industry, 

weak regulatory and supervisory frameworks and weak consumer 
education and activism, undermine the role of the industry in the 
economy. 

 
168. However, despite these negative traits, the Commission findings 

show that the insurance and pension industry is relatively 
developed, with relatively high penetration ratios. This provides a 
useful building plank for the development of the industry and 
realisation of its great potential in facilitating long-term savings and 
investment, economic growth and poverty reduction. 

 
169. A number of recommendations are proffered in order to unleash 

the potential role of the sector in economic development. These 
include policy macroeconomic stabilisation, policy reforms, the 
adoption of a comprehensive social insurance scheme, 
strengthening the legal and regulatory regimes, promoting good 
governance practices and consumer protection, among others. 

 
Main Conclusion 

 
170. The Commission was set up to investigate the loss of value by 

insurance policyholders and pensioners during the conversion 
from the ZW$ to the US$. The findings of the investigation indeed 
confirm that there was a huge loss of value to insurance 
policyholders and pensioners owing to failure by the Government, 
IPEC and the industry to set up a fair and equitable process of 
converting insurance and pension values from ZW$ to US$.  

 
171. In addition the Commission found that policyholders and 

pensioners did not lose value during the conversion period alone, 
but have been losing value throughout the investigation period due 
to other reasons which are fully discussed in Chapter 5 on Factors, 
Causes and Reasons for loss.   

 
172. The Commission found that the insurance and pension industry 

was not being effectively regulated over the investigation period of 
1996 to 2014. As a result, the Regulator failed to intervene 
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effectively to correct market failures and guide the industry when 
required. This led to the industry failing to institute and follow 
financially sound systems and processes.  

 
173. Other than the failure of regulation, the Commission also noted 

failures on the part of Government, in particular the absence of 
clear policy guidelines relating to currency de-basing and the de-
monetisation and conversion processes, as well as, the operating 
environment that was characterised by prolonged high inflation 
levels.   

 
174.  In the absence of such critical guidance from both the Regulator 

and Government, and in the face of an unstable macro-economic 
environment, the interests of policyholders and pension fund 
members were exposed. The industry players trampled on the 
reasonable benefit expectations of its customers, leading to loss 
of value. Poor corporate governance, arbitrary benefit calculations, 
shambolic record-keeping and unsustainable expense ratios, 
among other ills, became prevalent in the industry, with 
policyholders and pension fund members bearing the brunt of all 
such excesses. 

 
175. In order to address the plethora of weaknesses in the industry, the 

Commission has identified strengthening the regulatory and 
legislative frameworks as the major building blocks towards 
restoring soundness in the industry.  

 
176. The regulatory framework will need to, among other 

recommendations given by the Commission, institute major 
governance reforms by setting up an insurance and pensions 
industry corporate governance framework which is effective and 
enforceable  

 
177. Notwithstanding the unsound practices in the industry, the 

Commission is of the opinion that a fair and just compensation 
framework can be implemented to compensate for the loss of value 
suffered by policyholders and pension fund members over the 
investigation period. In the recommended compensation 
framework, the Commission assesses the asset and capital 
structure of the industry in evaluating its capacity to compensate 
for loss of value. The Commission was satisfied that, the industry 
has reasonable capacity to make good and compensate 
policyholders and pension fund members for loss of value.  
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178. The Commission stresses the very high expectations of members 
of the public on the findings of this Inquiry with regard to 
compensation. The loss of value has impoverished policyholders 
and pensioners and there is an expectation that the findings of the 
Commission will remedy this. Government is, therefore, urged to 
implement the recommended compensation framework as a 
matter of urgency in order to alleviate the plight of impoverished 
policyholders and pensioners. 

 
179. Notwithstanding the loss of value due to poor industry practices, 

wherein compensation will be expected from the private sector, the 
Commission notes that the largest reason for loss of value was the 
operating environment that was characterised by very high levels 
of inflation. Even after implementation of the compensation 
framework, there remains a large number of impoverished 
policyholders and pensioners who lost all their savings due to 
inflation. The Commission recommends that Government 
considers setting up a means-tested old age pension to alleviate 
the plight of these policyholders and pensioners and to address 
the issue of poverty in old age. 
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CHAPTER 1: 
 

INTRODUCTION AND BACKGROUND 
 
Introduction 
 
180. This Report presents the findings of the Presidential Commission 

of Inquiry into the Conversion of Insurance and Pension Values 
from the ZW$ to the US$ consistent with terms of appointment. 
The inquiry was conducted during the period from 1 September 
2015 to 28 February 2017. 

 
181. The Report has the following 10 Chapters:- 
 

a) Chapter 1: Introduction and Background to the Inquiry. 
b) Chapter 2:  Understanding the problem.  
c) Chapter 3:  Methodology. 
d) Chapter 4: Total Industry Assets and their Breakdown – 

findings on ToRs (i), (ii), (iii), and (vii). 
e) Chapter 5: Factors Causing Loss of Value – ToRs (iv), (v) 

and (vi). 
f) Chapter 6: Conversion Methods and Processes -ToR (viii). 
g) Chapter 7: Prejudice and Compensation Basis -ToRs (viii), 

(ix) and (x). 
h) Chapter 8: Soundness of the Insurance and Pension 

Industry - ToR (xi) and (xii). 
i) Chapter 9: Failure of Regulation, Governance and 

Legislation -ToR (xiii). 
j) Chapter 10: Role of the Insurance and Pension Industry in 

the Zimbabwe Economy -ToR (xiv). 
 
182. Related ToRs were merged in one Chapter for ease of 

presentation. Each Chapter ends with a summary of key findings 
and recommended reforms during the post inquiry period. 

 
Background 
 
183. The Commission was established by His Excellency President 

Robert Gabriel Mugabe, in terms of section 2 of the Commissions 
of Inquiry Act [Chapter 10.07] by Proclamation in Statutory 
Instrument 80 of 2015, which was amended by S.I. 1 of 2016. 
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184. The following Commissioners were appointed on 24 July 2015 and 
subsequently sworn into office on 20 August 2015:- 

 
Justice George Smith (Retd)   Chairperson 
Mrs. Violet Mutandwa   Commissioner 
Mr. Anesu Daka    Commissioner 
Mr. Brains Muchemwa   Commissioner  
Mr. George Dikinya   Commissioner [Deceased] 
Dr. Godfrey Kanyenze   Commissioner 
Mr. Tapiwa Maswera   Commissioner 
Mr. Martin Tarusenga   Commissioner 
Mr. Itai Walter Chirume   Commissioner 

 
185. The Minister of Finance and Economic Development, Hon. P. A. 

Chinamasa, met the Commissioners on 25 August 2015 to 
commission them with their mandate. Following this inception 
meeting with the Minister, the Commission started its work on 1 
September 2015. 

 
186. Mr. Cuthbert Tafirei Munjoma, then Principal Economist in the 

Financial and Capital Markets Department of the Ministry of 
Finance and Economic Development, was seconded as Secretary 
to the Commission on a full-time basis for the 18 months duration 
of the inquiry. 

 
187. The Commission was housed in the offices of the Ministry of 

Finance and Economic Development, 4th Floor, B. Block, Offices 
B511-512, New Government Complex. 

 
Terms of Reference (ToRs) of the Commission  
 
188. The Commission was set up against a background of widespread 

public complaints over the perceived lack of transparency and the 
massive loss of value by policyholders and pension fund members 
in the conversion of insurance and pension values from the ZW$ 
to the US$ at the inception of the multi-currency regime in 2009. 

 
189. The investigation was conducted with a view to provide 

Government, as well as the insurance and pension stakeholders, 
with a common understanding of the conversion process, as well 
as to provide a transparent process for addressing the concerns of 
policyholders and active members of pension funds and 
pensioners over the conversion process. Furthermore, the 
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Commission was required to recommend reforms that will facilitate 
the restoration of public confidence in the Insurance and Pensions 
Industry, which had been dented by the perceived lack of 
transparency and fairness in the management of insurance and 
pension related assets and liabilities, before, during and after the 
conversion process. 

 
190. The terms of reference are detailed in S.I. 80 of 2015, as amended 

by S.I. 1 of 2016. The amendments to the original terms of 
reference were necessitated by the need to expand the scope of 
inquiry to include insurance companies, particularly life insurance, 
plus key service providers (i.e. administrators, custodians, auditors 
etc.) These entities, whilst not explicitly mentioned in the inaugural 
appointment instrument, were subsequently identified to be of 
importance to the inquiry. 

 
191. The ToRs of the Inquiry as detailed in the Proclamation 

establishing the Commission and amended in a subsequent 
Proclamation are as follows:-  

 
a) to establish fully the total assets value of insurance companies 

and pension funds before and after conversion from ZW$ to 
US$; 

 
b) to establish the value of Old Generation insurance policies 

and pension funds’ assets and the New Generation insurance 
and pension funds’ assets before and after the conversion and 
to establish an objective criteria for the delineation of Old 
Generation pensions and New Generation pensions in both 
instances; 

 
c) to establish fully the nature, type and value of insurance and 

pension fund assets acquired by insurance companies and 
pension funds before and after conversion from the ZW$ to 
the US$; 

 
d) to establish fully the factors, causes and reasons  for the loss 

of policyholder and pension benefits values during the 
conversion process; 

 
e) more fully, to give a breakdown on those causes, reasons and 

factors and to provide a weighting of the same in terms of their 
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individual contribution to the loss of insurance and pension 
benefits values; 

 
f) to investigate fully the role of insurance companies,  pension 

funds and other key service providers during the conversion 
period; 

 
g) to establish and quantify the value of “Orphan Assets” created 

by insurance companies, pension funds and fund managers 
and to make recommendations on the integration of these 
“Orphan Assets” with the balance sheets of pension funds; 

 
h) to investigate the processes, methods and criteria used for 

converting values from ZW$ to US$; 
 

i) to identify appropriate criteria for assessing whether any 
pension fund members or insurance policyholders have been 
prejudiced, and based on these to establish the extent of 
prejudice (if any) to pension fund members and insurance 
policyholders; 

 
j) where it has been established that pension fund members or 

insurance policyholders have been materially prejudiced, to 
establish an appropriate basis for compensating such pension 
fund members or insurance policyholders; 

 
k) to investigate the financial soundness of the Zimbabwe 

insurance and pensions industry before and after conversion 
from the ZW$ to the US$; 

 
l) to identify the causes of financial unsoundness, if any, and to 

establish how the financial soundness of the insurance and 
pensions industry, if found to be unsound, can be restored. 

 
m) to investigate all instances of failure of regulations, 

governance, legislation and oversight in the running of 
insurance and pension funds, regulation and monitoring of the 
pension industry and make recommendations on how to deal 
with these issues; 

 
n) to investigate the relationship between the insurance and 

pension industry and the rest of the financial services sector, 
as well as the economy as a whole, before, during and after 



53 
 

conversion, and then benchmark it with international best 
practices in order to make recommendations on the role of the 
insurance and pensions industry in the economy of 
Zimbabwe.  

 
Structure of the Zimbabwean Insurance and Pensions Industry 
 
192. Zimbabwe’s insurance and pensions industry has the four basic 

pillars of social security namely (i) the mandatory old age pension, 
survivor insurance and invalidity insurance under the National 
Social Security Authority, (ii) the mandatory public occupational 
pension, (iii) the private voluntary employer sponsored group 
pension arrangements and (iv) the individual savings. 

 
National Social Security Scheme 
 
193. This was established in October 1994 in terms of the National 

Social Security Authority Act [Chapter 17:04] of 1989. NSSA is a 
self-regulatory body that is administered by a nine member Board 
of Directors with a tripartite representation that includes the 
following:- 

 
a) Contributing employers, with representation through the 

Employers Confederation of Zimbabwe;  
 

b) Contributing employees, with representation through the 
Zimbabwe Congress of Trade Unions  and the Zimbabwe 
Federation of Trade Unions (ZFTU);  
 

c) Government, with representation through the Ministry of 
Public Service, Labour and Social Welfare, as guided by the 
provisions of section 6 of the NSSA Act. 

 
194. The Minister of Public Service, Labour and Social Welfare gives 

policy directions to NSSA, whereas the Minister of Finance and 
Economic Development has policy oversight of the financial 
matters of the national scheme. 

 
195. During the time the inquiry was conducted, NSSA was running two 

schemes, namely, the National Pension Scheme and the Accident 
Prevention Workers Compensation and Insurance Fund. NSSA 
was contemplating establishing a mandatory health scheme during 
the time when the inquiry was conducted.  
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196. The National Pension Scheme (NPS), also known as the Pension 
and Other Benefits Scheme, is a compulsory defined benefit 
pension arrangement for employees working in the formal sector. 
The membership of the NPS grew from 842,846 in 1996 to 
1,238,455 as at December 2015. 

 
197. With regard to contributions, employers and employees each 

contribute 3.5% of the monthly pensionable earnings, subject to a 
cumulative contribution of $1,400. The NPS has adopted a phased 
partial funding model, which means that the scheme requires a 
gradual increase in pension contributions overtime, to ensure the 
scheme remains sustainable in the long-run. 

 
198. The Accident Prevention Workers Compensation and Insurance 

Fund (WCIF) was established and is administered by NSSA, in 
terms of S.I. 68 of 1990. It provides financial relief to insured 
employees and their families when the employee is injured or killed 
by a work-related accident or disease. It is an invalidity insurance 
scheme administered by NSSA. 

 
199. The WCIF scheme is solely employer funded, as employees do 

not contribute. Currently, all employers, with the exception of 
Government and informal sector employers (including domestic 
workers), are required, by law, to contribute to the Scheme. The 
number of the insured labour force under this scheme stood at 
418,931 in December 2015. 

 
200. The WCIF scheme offers both short-term and long-term benefits. 

Short-term benefits include:- 
 

a) periodical payments in respect of loss of earnings due to a 
work-related accident. 
 

b) all medical fees relating to work-related injury or illness 
including transport, drugs, hospital and rehabilitation. 
 

c) a $200 funeral grant in the event of an employee losing his or 
her life as a result of a work- related injury or illness.  
 

d) a lump-sum payment where an employee's injury or illness 
results in a degree of permanent disablement, resulting in a 
loss of mobility or utility of less than 30%.  
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201. Long-term benefits under the WCIF constitute a life-time pension 
where the employee's permanent disablement results in a loss of 
mobility or utility of 30% or more. A children's allowance is included 
to the employee's pension for dependent children up to the age of 
19 years and those who are in full-time education and are below 
25 years of age.  

 
Mandatory Public Sector Pension System 
 
202. Public Service Sector pensions are governed by a number of  Acts, 

namely, the State Services (Pensions) Act [Chapter 16:06], the 
Public Service Act [Chapter 16:04], the Defence Act [Chapter 
11:02], the Police Act [Chapter 11:10] the Prisons Act [Chapter 
7:11], the Pensions (Increases and Adjustments) Act 
[Chapter16:02], the Parliamentary Pensions Act [Chapter 2:02], 
the Pensions and Other Benefits Act [Chapter 16:01], the Pensions 
Review Act [Chapter 16:03], the War Victims Compensation Act 
[Chapter 11:16], the War Veterans Pension Regulations [S.I. 280 
of 1997], the Judges Salaries, Allowances and Pensions Act 
[Chapter 7:08], the Older Persons Act [Chapter 17:11] and the 
Presidential Pension and Retirement Benefits Act [Chapter 2:05]. 

 
203. Some of the above Acts were applicable during the pre-

Independence period, particularly the Older Persons Act, the 
Pensions (Increases and Adjustments) Act and the Pensions 
Review Act. The other Acts prescribe the calculation of benefits for 
specific categories of employees and officials in service. 

 
204. The Public Sector Pension Scheme is a Defined Benefit (DB) pay-

as-you-go scheme. The employee ‘contributes’ a nominal 7.5% of 
his or her gross salary, against which, the Government guarantees 
a specified life-time pension, or in some cases, until the death of 
his or her spouse. Parliamentarians ‘contribute’ at the rate of 5% 
of gross salary in terms of the Parliamentary Pensions Act. 

 
205. Given that the public pension system is unfunded, pension 

‘contributions’ by public servants are treated as general 
Government revenue, whilst benefits’ expenses are disbursed 
from the Consolidated Revenue Fund under Constitutional and 
Statutory Appropriations.  

 
206. The Government Pensions Agency is responsible for the 

administration of the civil service pension scheme. The scheme is 
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not prudentially regulated. The Government Pensions Agency 
receives policy directions from the Minister of Public Service, 
Labour and Social Welfare through the Public Service 
Commission.  

 
207. The following benefits are paid by the Government Pensions 

Agency:- 
 

a) Retirement pensions to all public sector employees upon 
reaching pensionable age; 
 

b) Refund of contributions and gratuities where Public Servant 
services are terminated before reaching pensionable age; 
 

c) Survivors’ pensions following the death of an active 
contributor. 

 
208. In addition, the scheme also pays the following benefits on an 

agency basis: 
 

a) war veterans pensions and surviving dependants benefits; 
 

b) former prisoners, detainees and restrictees pensions and 
surviving dependants benefits;  
 

c) war victims pensions; and 
 

d) state service disability pensions. 
 
Private Employer Sponsored Group Occupational Pension 
Schemes 
 
209. Private group occupational pension schemes are regulated under 

the Pensions and Provident Funds Act [Chapter 24:09] and the 
regulations made thereunder. The Insurance and Pensions 
Commission, which was established by the Insurance and 
Pensions Commission Act, is the Regulator for occupational 
pension schemes, insurance companies and other service 
providers such as insurance brokers and pension fund 
administrators. 

 
210. Other insurance and pension service providers, such as 

investment managers, are regulated and supervised by the 
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Securities and Exchange Commission whilst the securities’ 
custodians are regulated and supervised by the Reserve Bank of 
Zimbabwe. 

 
211. Prior to the establishment of IPEC in 2006, the regulators of the 

insurance and occupational pension business and the insurance 
business were the Registrar of Pensions and Provident Funds and 
the Commissioner of Insurance. These were statutory entities 
established in terms of the Pensions and Provident Funds Act and 
the Insurance Act respectively. Both functions were executed by 
one person who was the head of a Department in the Ministry of 
Finance and Economic Development. 

 
212. There are different forms of private occupational pension 

arrangements. Some schemes are established by single 
employers whilst others are multi-employer schemes. Group 
occupational pension schemes take the form of defined benefit or 
defined contribution fund. Most occupational schemes were 
originally established as defined benefit funds. 

 
213. The multi-employer schemes were established through National 

Employment Councils, with a membership consisting mostly of 
industrial workers. Examples of multi-employer schemes include 
the Catering Industry Pension Fund, the Motor Industry Pension 
Fund, the Clothing Industry Pension Fund and the 
Communications and Allied Industries Pension Fund. 

 
214. The number of registered private occupational funds reached its 

peak in 2003, standing at 1,803 as shown in the 2004 Report by 
the Registrar of Pensions and Provident Funds.  

 
215. The pension funds in Zimbabwe are categorised into defined 

benefit, defined contribution and a few hybrid of the first two 
categories. 

 
a) Defined Benefit Pension Scheme: The key issue is that the 

pension benefits are predetermined (by a set formula) and 
payable for life upon attainment of retirement age, or payable 
upon earlier death. 

 
b) Defined Contribution Pension Scheme: Benefits are a 

composite of employer - employee contributions plus 
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investment returns, payable for life upon attainment of 
retirement age, or payable upon earlier death. 
 

Private Group Preservation Funds offered by Insurance Companies 
 
216. Group preservation funds are provided by insurance companies. 

In this case, when a member leaves a pension fund prior to his or 
her normal retirement date, he or she can transfer his or her 
accumulated capital into a preservation fund. The capital 
transferred to a preservation fund can be accessed by the 
policyholder when he or she reaches his or her normal retirement 
date. 

 
217. Private group preservation funds can be pension funds, where 

some of the benefit will be paid as a pension, or a provident funds 
where the benefit will be paid in cash. 

 
Private Individual Personal Pensions, Retirement Annuities 
Savings or Other Pension Options 
 
218. Personal pensions are provided mainly through insurance policies 

such as retirement annuities and deferred annuity policies. 
Members who retire from a group pension fund can purchase a 
retirement annuity at the point of retirement. 

 
219. Retirement annuity policies pay pension benefits upon the insured 

attaining a stipulated retirement age, or an annuity upon prior 
death. A variety of brands are also available. Sub-categories may 
include retirement annuity policy with life cover or retirement 
annuity policy without life cover. 

 
Life Insurance Policies 
 
220. Insurance companies can write policies which provide for both 

protection and savings and these products can either be individual 
or group products. Individual life products include whole life 
policies, endowment policies, term assurance policies and unit 
trusts. The benefits payable under these policies are payable 
either on the death of the person insured or on the maturity of the 
policy.  

 
221. Group policies include the Group Life Assurance Policies, where a 

pension fund may insure either the lump-sum or spouse’s death in 
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service benefit. The pension fund pays a premium to the insurance 
company in return for the insurance. 

 
With and Without Profits Products 

 
222. Insurance products can be classified with-profits or without-profits. 

With-profits policies participate in the profits of the company while 
without-profits policies do not. 

 
223. A whole life insurance policy pays a benefit on the death of the 

insured, irrespective of when the death happens. A whole life 
policy can be either with profits or without profits. 

 
224. Endowment policies pay benefits at a stipulated future date 

(maturity date) or on the earlier death of the person insured. The 
product can be either with-profits or without-profits and can either 
cover one life or be a joint endowment. In the Zimbabwe market, 
this product has a lot of brand names applied to it e.g. Goal 
Achiever, Cash Builder and Cashpal. 

 
225. Education policies, with a variety of brand names are also 

prevalent in the market. This policy type offers a savings vehicle to 
pay education fees. Payment frequency could be termly, by 
semester or annually. Sub-categories of these policies cover for 
the proposer and a University Plus guarantee, which provides for 
payment of fees up to University level in the event of death of the 
proposer. 

 
226. Other long-term insurance products include mortgage protection 

policies, which are mainly level term assurance and decreasing 
term assurance policies. These policies offer lump-sum payments 
on the death or disablement of the insured. Unit-linked polices are 
investment vehicles where the returns are linked to the 
performance of a specified asset or investment strategy. They can 
either be savings only policies or they can incorporate some 
aspects of life insurance protection. 

 
227. Group insurance products are generally provided via occupational 

arrangements. Different product types are available, with the 
following being the most common:- 
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a) Group Life Assurance Cover: Life insurance cover paying a 
stated sum or quantum, often determined by a multiple of the 
annual salary payable on the death of the insured. 

 
b) Preservation Funds: An investment mechanism for pension-

related assets. Funds are transferred to this arrangement 
where an employee leaves an occupational pension scheme 
prior to attaining retirement age. The transferred assets are 
managed in segregated funds, until the employee attains 
retirement age or his or her earlier death. A variety of brand 
names are available: Nest, Emerald, Diamond and Protekor. 

 
c) Pension Annuities: This product is utilised by insurance 

companies to pay retirees their due retirement earnings. 
There are various product variations, including where the 
savings accumulation is undertaken by the insurance 
company or capital lump-sums in respect of the retiree are 
transferred to the insurance company at the commencement 
of his or her retirement. Other variations include the additional 
recognition of the spouse, as an alternate beneficiary, and the 
adjustment of pension benefits according to a stipulated 
formula. 

 
Investigated Institutions 
 
228. The Commission investigated life insurance companies, pension 

funds, pension fund administrators, the Insurance and Pensions 
Commission, which is the Regulator for insurance and 
occupational pension schemes, the National Social Security 
Authority, the Government pension scheme, and the Guardian’s 
Fund. 

 
229. The investigation period was 1996 to 2014 and this period was 

fixed by the need to unravel a broad range of concerns raised by 
members of the public, dating back to the late 1990s, as well as to 
understand the broad range of economic and policy factors that 
were at play during this period. Details of the complaints raised by 
members of the public are outlined in Chapter 2. The list of 
institutions investigated are as follows:- 
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a) Life Insurance Companies 
 
230. All licensed life companies, including those that were established 

after dollarisation, were investigated for the purposes of 
addressing the Terms of Reference of the Commission. Owing to 
the absence of records, the investigation did not cover life 
companies whose licences were cancelled during the investigation 
period. The investigated life insurance companies were :- 

 
a) Evolution Health & Life  
b) Fidelity Life  
c) First Mutual Life  
d) Heritage Life  
e) Old Mutual Life  
f) ZB Life  
g) Zimnat Life  
h) Nyaradzo Life  
i) Econet Life  
j) CBZ Life. 

 
231. The above companies are also recognised by IPEC as pension 

fund administrators. Most of the companies are subsidiaries of 
Groups which own a number of subsidiaries that are engaged in 
different lines of business, such as asset management, general 
insurance, medical aid and health insurance, property, banking, 
microfinance and actuarial services. They also have private equity 
investments spanning across various sectors of the economy and 
outside the country. It was, therefore, important to adopt a group 
overview, in order to understand fully the financial inter-linkages of 
these entities, and the resultant impact relationships of the pension 
funds and insurance companies that they manage. 

 
b) Pension Fund Administrators 

 
232. The operations of the following stand-alone pension fund 

administrators also were reviewed:- 
 

a) Capitol Insurance Brokers (Pvt)) Ltd 
b) Comarton Consultants (Pvt) Ltd  
c) Minerva Benefits Consulting (Pvt) Ltd 
d) Marsh Employee Benefits Zimbabwe (Pvt) Ltd. 
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233. The first three institutions are also registered as insurance brokers. 
Whilst Capitol Insurance Brokers was not a licensed pension fund 
administrator, it was nonetheless investigated because it 
administered a pension fund during the period under review. The 
investigation did not focus on short-term insurance brokers. 

 
c) Stand-alone Pension Funds 

 
234. The following stand-alone pension funds were investigated:- 
 

a) Catering Industry Pension Fund 
b) Communications and Allied Industries Pension Fund 
c) Clothing Industries Pension Fund 
d) Construction Industry Pension Fund 
e) Grain Marketing Board Pension Fund 
f) Local Authorities Pension Fund 
g) Mining Industry Pension Fund  
h) Motor Industry Pension Fund 
i) National Railways of Zimbabwe  Pension Fund 
j) Unified Councils Pension Fund  
k) ZB Holdings Pension Fund 
l) Zimbabwe Electricity Supply Authority Pension Fund 
m) Zimbabwe Electricity Industry Pension Fund 
n) Zimbabwe Newspapers Pension Fund 
o) Zimbabwe Mining Development Corporation Pension Fund. 

 
d) Funeral Assurance Companies 

 
235. The following funeral assurance companies were investigated:- 
 

a. Cell Funeral Assurance Company 
b. Doves Funeral Assurance Company 
c. First Funeral Assurance Company  
d. Foundation Mutual Society 
e. Moonlight Funeral Assurance Company 
f. Ruvimbo Funeral Assurance Company 
g. Passion Funeral Assurance Company 
h. Sunset Funeral Assurance Company 
i. Vineyard Funeral Assurance Company. 
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e) The Guardian’s Fund 
 
236. In addition to the above institutions, the Commission investigated 

the Guardian’s Fund, which is established in terms of section 97 of 
the Administration of Estates Act and administered by the Master 
of High Court. The Commission was interested in the remittances 
or deposits to the Fund from the insurance and pension industry 
during the investigation period and how they were applied. 

 
f) Government Pension System 

 
237. The Government Pension System is somewhat unique in its 

funding and benefit structure. No investment assets were 
specifically accumulated by the Government under this 
arrangement, to fund future pension benefits. As stated earlier, 
collected contributions are amalgamated into Government coffers 
as general revenue, against which the legislated benefits are paid 
upon the civil servant’s attainment of retirement age or earlier 
death in service. The civil service pension experience, however, 
serves as a useful benchmark for the relative level of private 
occupational scheme pensions, both before and after the 
conversion. 

 
g) The National Social Security Authority 

 
238. The NSSA administered NPS and the WCIF are key national 

schemes. By virtue of their mandatory and national application to 
the formal sector, a detailed scrutiny of their operations during the 
period under review was warranted. Where relevant, observed 
trends of the NPS and the WCIF can also serve as a useful 
benchmarks against which private occupational schemes and 
insurance companies can be measured. 

 
h) Short-term Insurance Business 

 
239. Short-term insurers, brokers and agents engage in general 

insurance that cover various classes of business, namely, 
accident, aviation, guarantees, farming, fire, hail, health, hire-
purchase, marine, motor vehicles and personal liability. This line of 
business was not investigated as there were no major complaints 
against the short-term insurance service providers with regard to 
the conversion of the insured benefit values from ZW$ to US$. This 
is possibly due to the short-term nature (annual) of their business.  
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240. The Table below shows the number of short-term insurers as at 31 
December 2015:- 

 
Type of Institution  Number of Registered Entities/Persons 

as at 31 December 2015 
Insurance Companies  24  
Reinsurance Companies  9  
Insurance Brokers  31  
Reinsurance Brokers  6  
Loss Assessors  22  
Corporate Agents  128  
Sole Agents  389  
Total  597  

Source: IPEC 2015 Annual Report 
 
241. Reinsurance companies were not investigated as they do not deal 

directly with members of the public. 
 
Chapter Summary 
 
242. This Chapter presents a background to the formation of the 

Commission, the landscape of the insurance and pensions 
industry, including the legal and regulatory framework, institutional 
arrangements, different players in the industry and a description of 
different products that are offered in the market. The description of 
products is expected to assist readers of this Report to appreciate 
specific and unique challenges that were faced by consumers of 
those insurance and pension products. 
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CHAPTER 2: 
 

UNDERSTANDING THE PROBLEM 
 

(PROBLEM STATEMENT) 
 
Introduction 
 
243. The Minister of Finance and Economic Development, Hon. P. A. 

Chinamasa [MP], briefed Commissioners at a meeting held on 25 
August 2015 on the nature of the problems that needed to be 
investigated. Further to the briefing, Commissioners conducted 
public hearings in the ten provinces in order to come up with first-
hand information on the nature and extent of the problems facing 
insurance policyholders, former policyholders, retirees and 
pensioners. 

 
244. The hearings were conducted as per the Table below:- 
 

DATE PROVINCE NO. OF 
ATTENDEES 

30 October 2015 HARARE 214 
9  November 2015 MATABELELAND NORTH 9  
11 November 2015 BULAWAYO 476 
13 November 2015 MATABELELAND SOUTH 84  
15 November 2015 MIDLANDS 288  
23 November 2015 MASVINGO 476  
25 November 2015 MANICALAND 161  
27 November 2015 MASHONALAND EAST 42  
1 December 2015 MASHONALAND WEST 353  
3 December 2015 MASHONALAND CENTRAL 120 
16 January 2016 MATABELELAND NORTH 82 
TOTAL 2 305  

 
245. Preparations for the public hearings were arranged in consultation 

with the respective Provincial leadership. The events were also 
advertised through various media, including radio, television, 
newspapers, posters and loud hailers by the municipality or council 
hosting the hearing. The Matabeleland North hearing held at 
Victoria Falls was poorly attended, despite the Commission having 
advertised the event through all national newspapers, radio and 
television. Investigations regarding the reasons for the poor 
attendance revealed that the majority of pensioners in the Province 
reside in Hwange, the industrial hub of Matabeleland North. In view 
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of that, the Commissioners held another public hearing in Hwange 
on 16 January 2016. 

 
General Atmosphere at Public Hearings 
 
246. The people who attended the public hearings were highly 

emotional, with some breaking down in tears as they shared their 
experiences. There was a lot of anger directed at the insurance 
and pension industry in general, a clear evidence of loss of 
confidence in the sector.  

 
247. Members of the public were generally grateful for getting an 

opportunity to be heard by the Commission and expressed 
gratitude to His Excellency the President, for establishing the 
Commission. The general sentiment was that the Commission 
should have been established earlier to address their poverty, 
misery and loss of dignity. As a result, there are very high 
expectations from members of the public that the Commission 
would redress their perceived loss of value in their pensions and 
insurance policies.  
 

248. The general view of the members of the public who attended the 
hearings was that, even taking into account the reality of hyper-
inflation, it is inconceivable that all their insurance and pension 
values could have been lost, since a significant portion of their 
premiums and contributions were invested in real assets, such as 
property and listed equity prior to hyper-inflation and dollarisation, 
which real assets are still in existence. 

 
249. The hearings, which started at 9:00 a.m. and ended around 4:30 

p.m., were peaceful and free of any disruptions. All the 
proceedings at public hearings were recorded electronically and 
the audio recordings are available to support the Commission’s 
findings. Members of the public presented their complaints in their 
language of choice, being in English, Shona, Ndebele, Venda and 
Tonga. Interpreters, who were part of the administrative support to 
the Commission, translated concerns expressed in local 
indigenous languages into English. Hardcopies of the complaints 
are not attached owing to their copious nature. Key issues that 
came out of the public hearings are summarised in the following 
sections. 
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Individual Submissions through the Commission’s Office 
 
250. In addition to complaints received during public hearings, 

members of the public visited the Commission’s office. In the first 
six months of the Commission, the Commission was inundated 
with written and oral complaints, averaging 20 to 30 people each 
working day. The main issues raised during these submissions are 
summarised in the next few sections. Follow-up visits and 
telephone calls were received from inception of the investigation 
until the completion of the mandate in February 2017. 

 
Submissions by Insurance and Pensions Representative 
Organisations 
 
251. The Commission also received presentations and written 

submissions from the following insurance and pensioner 
representative organisations:- 

 
Name Of  
Organisation 

Year Of 
Establishment 

Membership as 
at 31 December 

2015 

No. Of 
Branches 

Pension Union Trust 
of Zimbabwe  

2012 10 175 9 

Zimbabwe National 
Government 
Pensioners 
Organisation   

2012 853 2 

Age Network of 
Zimbabwe 

2012 324 000 Network of 12 
civil societies 

Zimbabwe Pension 
and Insurance 
Rights Trust  

2012 50 1 

Old Mutual De-
mutualisation 
Activism Association 

2013 1 092 1 

 Source: Submissions by Insurance and Pension Pressure Groups. 
 
252. The above organisations presented the challenges facing their 

membership with regard to the conversion of insurance and 
pension values from the ZW$ to the US$ and concerns relating to 
malpractices in the industry. Details of the issues raised are 
summarised in the following sections, together with those raised 
by members of the public. 
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253. In addition, Commissioners received representations from various 
legal firms which were seeking guidance on whether the 
Commission would address concerns of their pensioner clients. 

 
Main Concerns Raised By Members of the Public and their 
Representative Organisations 
 
254. Generally, similar complaints were raised in each Province during 

public hearings and in written submissions to the office of the 
Commission by individuals and representative organisations. The 
issues set out in the following sections resonated highly in all 
complaints. 
 
Pension Contribution Arrears 

 
255. A number of pensioners advised that, even though their employers 

deducted monthly pension contributions from their salaries for all 
their years of service, these contributions were not remitted to their 
respective pension funds. On retirement, they were advised by the 
pension fund that neither they nor their employers had contributed 
to the pension fund and, therefore, the pension fund could not pay 
them a pension. 

 
256. The institutions cited the most regarding this problem were the 

Mining Industry Pension Fund, the Local Authorities Pension Fund, 
the National Railways of Zimbabwe Pension Fund, the Unified 
Councils Pension Fund, the ZUPCO Pension Fund, the Cold 
Storage Company Pension Fund and the Fidelity Printers Pension 
Fund. The problem was also highlighted in some private 
occupational pension schemes and insurance companies.   

 
257. Some of the sponsoring employers who had outstanding 

contributions to pension funds have since been liquidated while 
others are no longer viable. As at December 2015, cumulative 
contribution arrears for the post-dollarisation period amounted to 
about US$328.5 million.  

 
Value Lost During Hyper-Inflation 

 
258. A number of pensioners, including former Government employees 

such as police, soldiers, prison staff and teachers, and private 
sector employees who retired between 2007 and February 2009, 
lost their pension lump-sums. This was largely due to their failure 
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to access money from banks owing to restrictive withdrawal limits 
imposed by the Reserve Bank of Zimbabwe during that period.  

 
259. Furthermore, the Commission was informed that there was a delay 

of more than 3 months with respect to payments of 1/3 lump-sum 
pensions pay-outs by the Government Pensions Agency and other 
pension service providers during the hyper-inflationary period of 
2007 to 2009. The effect of the time delay was that benefits were 
eroded before they were received owing to the adverse impact of 
hyper-inflation. 

 
260. On de-monetisation, many of the pensioners got only US$5 as a 

lump-sum for the amount which could not be withdrawn from banks 
due to various challenges, such as cash shortages and withdrawal 
limits. The sad result is that pensioners received only US$5 as their 
1/3 pension lump-sum benefit payment. 

 
261. Pensioners also complained about their ZW$ holdings that they 

kept in their homes and they could not be fairly compensated 
through the de-monetisation process. Some of the ZW$ amounts 
were physically shown to the Commission during public hearings. 
Most complainants held the view that they should not be regarded 
as “pensioners” but as “retirees”, since they were no longer getting 
any pensions. 

 
Inter-Generational Transfer of Benefits 

 
262. There were inconsistencies in the pension benefits paid, even 

within the same pension fund, after dollarisation. In some cases, 
junior employees with shorter years of service got greater pension 
benefits compared to more senior employees with longer years of 
service. This situation was common in both private sector 
institutions and the Government Pension Scheme. Members of the 
public viewed this as a manifestation of arbitrary benefit 
computations.  

 
263. However, the Commissioners later established that this was 

mainly due to absence of inflation-indexation of contributions and 
benefits paid. For defined contribution funds, those that 
contributed for many years, prior to hyper-inflation had low nominal 
accumulations compared to those that contributed during the 
hyper-inflationary years when the value of the ZW$ had fallen 
drastically and salaries were very high in nominal terms.  For 
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defined benefit funds, salaries were failing to keep up with inflation. 
Thus the final average salary, which was used to calculate 
benefits, was very low for those pension fund members that retired 
on a high nominal final average salary, which was in fact valueless 
in US$ terms. 

 
264. Most pension funds communicated to their members that their 

pension entitlements were low due to the loss of value of all 
contributions made in ZW$. This was despite the fact that most 
assets acquired by pension funds were paid for and acquired using 
the contributions of people who started paying pension 
contributions in the 1960s. Very little in pension fund assets was 
acquired during hyper-inflation or after conversion. 

 
265. Pensioners highlighted that the real estate assets owned by 

insurance companies and pension funds provide evidence of the 
extent of their ZW$ contributions. In their view, insurance 
companies and pension funds were not willing to share the 
proceeds of those investments with the policyholders and 
pensioners who made those contributions.  

 
266. In addition, there was non-disclosure of how the benefit values 

were derived. The most cited institutions in this regard are Old 
Mutual Life, First Mutual Life, Fidelity Life, Zimnat Life and 
Southampton Life (now ZB) due to their market share. 

 
Value Lost Through Conversions on Dollarisation 

 
267. Members of the public and pensioner representative organisations 

cited the problem of lack of transparency on the conversion 
methods, processes and formulae used by insurance companies 
and pension funds on the dollarisation of the economy in 2009. 
Several service providers allegedly refused to clarify the 
conversion methods, processes and formulae used to convert 
ZW$ values to US$ values. 

 
268. In some instances, insurance companies, pension funds and 

pension administrators allegedly denied responsibility for the 
prejudicial conversion methods, processes and formulae used, 
attributing responsibility to actuaries. The Government was also 
blamed for having caused macro-economic instability. 
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269. Most complainants indicated that their pensions were reduced 
either to meaningless amounts or to zero. The ZW$ monthly 
pensions, nominally for several hundreds or thousands of dollars, 
were reduced to a few US cents. In one instance, a pensioner 
showed a pension cheque for US$0.08 sent to him by a life 
insurance company in 2014 as settlement of a life policy. 
According to the pensioner, there was no explanation offered on 
how such a figure was arrived at. Some pensions were reportedly 
stopped altogether without notice.  

 
270. Most life insurance policies were reduced to zero at dollarisation, 

with no regard being given to all the years of premium payments. 
Pensioners who had bought retirement annuities at retirement and 
were receiving their monthly pensions from insurance companies 
had their payments stopped as the economy dollarised. The 
reasons cited for stopping monthly benefit payments ranged from 
erosion of values due to inflation, irrespective of whether the policy 
was inflation-protected or not to product discontinuance and in 
some cases, the reasons were not given. 

 
271. The majority of life insurance policyholders were unhappy with the 

small benefits that were offered as the total value of the insurance 
policy. Amounts between US$10 and US$40 were paid as final 
settlement in lieu of education policies, endowment policies or 
retirement annuities.  

 
Commutations of the Full Pension 

 
272. Pensioners expressed outrage over forced full commutation 

(payment of a once-off pension) by a number of occupational 
pension schemes, including parastatals’ pension schemes and 
NSSA. The amounts paid as commutations were small when one 
considers the number of years of service and the cumulative value 
of contributions made during the period of service. 

 
273. Forced commutations mainly occurred on dollarisation, as 

companies stated that the monthly pension amounts were too 
small to warrant regular payment. Amounts ranging from a few 
hundred dollars to, in rare cases, one or two thousand dollars, 
were offered as total final settlement when lifetime pensions were 
expected. 
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274. Former Public Service employees who retired between 2006 and 
2009 are unhappy with their one-third commutation (lump-sum) 
when they compared them to the lump-sum payments received by 
those who retired post-dollarisation but had served a similar 
number of years and retired on the same grade. 

 
Loss Arising from De-mutualisation 

 
275. Many pensioners expressed concern over the perceived lack of 

transparency pertaining to the de-mutualisation process by Old 
Mutual Life and First Mutual, which converted from mutual funds 
to insurance companies in 1999 and 2003 respectively. Their 
concern was that the de-mutualisation process could have had the 
effect of transferring policyholder assets to the new shareholders 
of the respective entities. The lack of transparency surrounding the 
de-mutualisation processes and the subsequent restructuring and 
re-organisation of both Old Mutual and First Mutual generated 
suspicion that policyholder assets may have been used to 
capitalise shareholders and new entities. There were also 
concerns around the conflicts arising in related party transactions 
where companies within the group offer services to each other. 

 
276. The Old Mutual De-mutualisation Activism Association indicated 

that there was no transparency during and after de-mutualisation. 
Local policyholders became minority shareholders in the 
demutualised Old Mutual without any evidence that there was any 
shareholder capital injections into the institution. Their 
understanding was that the pre-demutualised Old Mutual was fully 
owned by policyholders, but the shareholding of locals had 
reduced to 25% as at 2015, without any reasonable explanation. 
In addition, some former Old Mutual policyholders alleged that they 
were waylaid into deferring their de-mutualisation benefit 
payments up to retirement age only to get nothing upon retirement. 

 
Conversion of Pension Funds from Defined Benefit funds to 
Defined Contribution Funds 

 
277. The majority of pension funds have converted from defined benefit 

schemes to defined contribution schemes. The difference between 
defined benefit funds and defined contribution funds means 
elaborate benefit comparisons, illustrations and member consent 
are often required at the point of conversion in order to ensure that 
there is no loss of value on conversion. 
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278. The difference is that a defined benefit scheme sets out the benefit 
which the fund pays to the member when he or she retires. This 
benefit does not depend on whether or not the fund makes profits 
from the invested funds set aside to pay for the benefits. The 
employer has to pay enough into the fund to ensure that the fund 
can afford to pay this guaranteed benefit. For defined contribution 
scheme, members are paid what has accumulated in the 
member’s account at the time of retirement, based on a pre-
defined member and employer contribution rate and the returns on 
investments after allowing for expenses. 

 
279. From the submissions made by members of the public, it appears 

that most defined benefit schemes were converted without 
adequate consultation with the members and without regulatory 
approval. In some instances, members stated that they objected to 
the conversion, yet the process went ahead. Members of the public 
expressed concern over the lack of transparency when most 
schemes were converted from defined benefit to defined 
contribution. There appears to have been no clear communication 
to fund members of what their accumulated benefit entitlements 
were prior to conversion to a defined contribution scheme. It was 
also alleged that some employers that were in contribution arrears 
wrote-off their pension liability by simply converting from a defined 
benefit fund to a defined contribution fund, while others converted 
in order to gain access to surplus which had accumulated in the 
defined benefit fund at the point of conversion.  
 
Absence of a Funded Government Pension Scheme 

 
280. Public Service pensioners bemoaned the absence of a funded 

Government Pension Scheme. The current pay-as-you-go scheme 
was cited as having caused suffering to pensioners as they have 
to compete for resources with current employees and Treasury’s 
funding requirements from the Consolidated Revenue Fund. The 
setting up of a funded scheme was considered long overdue. 

 
Delayed Processing of Lump-sum Benefits 

 
281. Delayed processing was cited as one of the main reasons for the 

loss of pension values, mainly by former members of the Public 
Service, where the processing of lump-sum pensions would, in 
some instances, take longer than a year. This led to the payment 
of lump-sum payments that had very low purchasing power, with 
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some pensioners, for example, advising that when they got their 
lump-sum, they failed to purchase “a bundle of vegetables, a goat 
or a pair of trousers”. 

 
282. For most former members of the Public Service, this was not in line 

with their reasonable benefit expectations. Some pensioners 
advised that they expected to start small businesses or build 
houses with their pension lump-sum pay-out, but the amounts they 
received were very small and negligible. Similarly, parastatals and 
local authorities, including the Local Authorities Pension Fund, the 
National Railways of Zimbabwe Pension Fund and the Cold 
Storage Commission Pension Fund also failed to pay lump-sum 
benefits to pensioners. 

 
Irregularities and Delays in Payment of Monthly Pension Pay-Outs 

 
283. Pensioners expressed concern over the irregularities and delays 

in the payment of monthly pension benefits by the Government 
Pensions Agency and the Local Authorities Pension Fund in 
particular. The pensioners said that the irregularities and delays 
had caused serious hardships for them as they were never certain 
of when next they would receive a pay-out.  

 
284. In addition, pensioners construed the delays as an indication that 

they were the least of Government’s priorities as they were always 
the last to get paid. The delays were also hindering pensioners 
from accessing basic necessities and services on time, such as 
medical aid, food and shelter, among other needs. It was also 
alleged that officers in the Government Pensions Agency and 
parastatal pension funds were demanding bribes from pensioners 
in order for them to get their lump-sum pension benefit.  

 
Surviving Spouses and Dependants Failing to Access Benefits 

 
285. Many members of the public expressed frustration over the 

onerous process of claiming survivor benefits imposed by pension 
funds and insurance companies. Lack of financial literacy was 
evident in most of the survivor dependants, such as widows and 
orphans, as they were not clear on the procedures for accessing 
survivor benefits, be it in Government or private occupational 
schemes. Some could not access their survivor benefit 
entitlements due to lack of knowledge, even though they had all 
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the necessary documents, including the deceased’s contribution 
history and evidence of being a lawful beneficiary. 

 
286. Members of the public also recommended an upward review of the 

18 year age limit cap for one to benefit as a dependant of a 
pensioner, in order to allow dependent children to finish University. 
This was in recognition of the fact that some dependent students 
can reach the age of 26 whilst still studying for an undergraduate 
course. 

 
NSSA’s Time Limits for Claiming Pension Benefits 

 
287. The Commission noted that some pensioners who contributed to 

NSSA and had their contribution records failed to access their 
benefits due to a prescription in its Regulations that benefits should 
be claimed within five years. This was considered unfair to forfeit 
one’s benefits to NSSA for failing to claim them within five years. 
Pensioners underscored the need to repeal the provision of the 
NSSA regulations which places a time limit within which pension 
claims can be made. 

 
Uniform and Arbitrary Pension Benefits Paid by NSSA 

 
288. Many NSSA principal pensioners complained that they get a 

monthly pension of US$60, irrespective of the former employment 
grade, amounts contributed and years of contribution. 
Complainants were unhappy that, while NSSA receives 
contributions which differ from person to person based on their 
salary up to a maximum of US$700, there was no such distinction 
when it comes to the benefits paid. The removal of NSSA’s cap on 
contributions was suggested by many. 

 
289. In addition, pensioners expressed dissatisfaction over a flat 

pension contribution refund of US$25 that was paid to contributors 
who contributed for less than the minimum 10 year period that is 
necessary for one to qualify for a pension. There was no clarity as 
to how the benefit of US$25 was determined and why the amount 
is the same for people who contributed for a different number of 
years. Concerns were also raised over the low benefits payable by 
NSSA’s workers compensation fund for injuries sustained at work. 
The benefits were considered inadequate to meet the costs of 
hospitalisation, medication and, in some cases sustaining the 
injured worker during periods of recuperation. 
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290.  Although some pensioners expressed concern over the seemingly 
low benefits paid by NSSA, the National Social Security Scheme 
was considered a better evil compared to occupational pension 
schemes and insurance companies.  

 
Failure to Access NSSA Pension on Early Retirement 

 
291. Pensioners, especially those from the Public Service Security 

sector, cited the challenge arising from early retirement before 
attaining the age of 55 years. This is common among retirees of 
the Zimbabwe Republic Police, the Zimbabwe Prisons Service and 
the Zimbabwe National Army, who failed to access a NSSA 
pension on retirement at the age of 40 years. According to NSSA 
Regulations, early retirement pensions are payable at the age of 
55 years, if one is engaged in arduous work, or of 60 years, which 
is the normal retirement age.  

 
292. The pensioners’ concerns were that for those that retire early, this 

may mean that they could die before they access their pension pay 
outs from NSSA. According to the Zimbabwe National Government 
Pensioners Organisation, an association of Public Service 
pensioners, 50% of their members die before accessing NSSA 
benefits at the age of 60 years. Thus, complainants recommended 
that NSSA should pay the retirement annuity at early retirement as 
opposed to waiting until the contributor reaches 55 or 60 years of 
age. 

 
Accident Compensation for Students on Industrial Attachment 

 
293. At the public hearing in Bindura, the Commission heard of a 

student who was involved in a work-related accident and sustained 
a permanent disability. He is now restricted to a wheel chair. The 
student could not be covered under the NSSA Accident Prevention 
and Workers Insurance and Compensation Fund because he was 
not insured, neither was he covered under other insurance 
arrangements.   

 
Bank Transfers or Cheques not reflected in Pensioners’ Bank 
Accounts 

 
294. A significant proportion of pensioners complained that most 

insurance companies and pension funds processed lump-sum 
pension pay-outs or matured life policies into the bank account of 
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a retiree’ or policyholder’ unbeknown to him or her, especially 
during the hyper-inflation era. 

 
295. No benefit statements or letters of notification about the payments 

were provided. Pensioners would realise, on claiming their 
outstanding pensions or matured policies, that funds were 
processed several months back, the values of which would have 
been eroded by inflation. In some instances, insurance companies 
and pension funds allegedly claimed to have processed 
outstanding pension lump-sums into a retirees’ bank account but 
there was no evidence to support the claim. The burden of proving 
that the monies were transferred into his or her bank account was 
placed on the pensioner or policyholder, not the insurance 
company or pension fund. 
 
Absence of an Insurance and Pensions Ombudsman 

 
296. Pensioners expressed dismay at the absence of an Ombudsman 

for the Insurance and Pensions Sector, which left them without 
representation. They also lamented the high legal costs which 
militate against access to justice in order to obtain a pension or 
lump-sum benefit. 

 
297. The absence of an Insurance and Pensions Ombudsman led to 

the sprouting of pensioner representative organisations, which 
have turned out to be predatory and exploitative. The situation was 
compounded by lack of support from the trade unions’ and national 
employment councils. 

 
298. Some pensioners advised that various pensioner pressure groups 

or associations, such as the Zimbabwe Pensions Rights Trust, the 
Pensioners Trust of Zimbabwe, the Zimbabwe Political Detainees 
and Restrictees Association and the Zimbabwe Government 
Pensioners Association, effected unauthorised deductions on 
pensioners’ monthly pay-outs. This was allegedly effected in 
cahoots with officials in the Government Pensions Agency.  

 
299. According to the Zimbabwe National Government Pensioners 

Organisation, the Government Pensions Agency was charging 
pensioners a commission of 2% on every loan accessed from 
financial institutions whose repayments were made through 
monthly deductions by the Pensions Agency. In their view, this was 
double dipping since financial service providers were also paying 
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commission to the Government Pensions Agency. In addition, 
some of the pensioner representative organisations cited above 
were accused of illegally giving loans to pensioners at usurious 
interest rates. This was despite the fact that the organisations are 
not registered moneylenders. 

 
300. Pensioners’ representative organisations recommended the 

setting up of a National Pension Representative Organisation with 
representative branches in the provinces as a way of coordinating 
various activities and conduct of several pension representative 
bodies. This would augment the work of the recommended 
Insurance and Pension Ombudsman. 

 
Retrenched Workers 

 
301. Most of the employees who were retrenched following the 17 July 

2015 Supreme Court ruling on termination of employment 
contracts on notice expressed the view that, since they were out 
of jobs and the job market was dry, it was better for them to access 
their pension benefits together with those of the employer to 
enable them to earn a living. The current practice is that one is only 
entitled to a refund of one’s own pension contributions and the 
employer contributions are accessible on retirement or earlier 
death. 

 
302. The Commission was required to look into the matter of, including 

the feasibility of recommending, the payment of employer 
contributions to the retrenched workers. 

 
Poor Record-keeping 

 
303. Complaints raised by a majority of pensioners and policyholders 

point to a widespread problem of poor record- keeping by 
insurance and pension service providers in both the public and the 
private sector. Several institutions reportedly failed to account for 
individual pension fund members’ contribution records and 
investment returns.  
 
Frequent Changes of Pension Fund Administrators 

 
304. The Commission was told of situations where one is referred from 

one pension fund administrator to the next, when claiming pension 
benefits. In some cases, pensioners were told that their names or 
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contribution records were not available in the administrator’s data 
base. Recourse to the pension fund trustees was not successful or 
helpful. 

 
305. The change of pension administrators was cited as having caused 

a number of problems, including loss of pension contribution 
records and investment returns and other important pension 
records. Pensioners were thus not clear why and how they lost 
value, as sometimes fund administrators were simply changed and 
no communication of how much was transferred was ever made to 
members. 

 
Funeral Assurance Companies Reneging On Paid-Up Policies 

 
306. A number of policyholders expressed concern that funeral 

assurance companies unilaterally altered conditions of contract 
after dollarisation, by demanding that additional payments be 
made for policies that had been fully paid-up. Doves and Moonlight 
were the most cited institutions in relation to this problem. 

 
Security Forces 

 
307. Former members in the Zimbabwe Defence Forces, the Zimbabwe 

Prisons Service and the Zimbabwe Republic Police raised 
concerns about the unilateral change of benefits for pensioners 
whose ranks were abolished or restructured after their retirement. 
The prejudice would arise when the Pensions Master indexed the 
retired member’s monthly pension at a lower rank compared to the 
rank he or she had held on retirement. In some instances, there 
was lack of clarity as to rank at which the former serving member’s 
monthly pension was indexed. 

 
Ineffectual Boards of Trustees 

 
308. The hearings brought to the fore the fact that in some cases the 

Board of trustees did not have control over assets of the pension 
funds, thus exposing pensioners to unscrupulous employers and 
pension fund administrators. Most of the trustees representing 
employees were allegedly manipulated by the employer 
representatives, who normally chair the Boards and exert their 
influence to the detriment of the pension contributors. 
Furthermore, most of the trustees were appointed from a worker 
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representative perspective without due regard to their knowledge 
of pension business and appropriate qualifications.  

 
309. In order to meet the interests of pensioners and pensioner rights 

representative organisations, the Commission recommends the 
need to legislate for the requirement for pensioner representatives 
to be appointed to the Board of NSSA, pension fund Boards of 
trustees, pension fund administrators, IPEC. 

 
Fraudulent Pension Claims 

 
310. Allegations were raised of fraudulent pension claims by criminals 

who collaborate with officials in the Pensions Agency, thereby 
prejudicing legitimate pensioners of their life contributions. The 
situation was also cited as applying in the case of private pension 
schemes, and those of parastatals. 
 
Retirees of Church-Related Hospitals and Mission Schools 

 
311. The Commission established that employees of the country’s 135 

mission or church-related hospitals, schools and colleges had no 
pension arrangements prior to 1993. The Zimbabwe Association 
of Church-Related Hospitals (ZACH) Pension Fund was then 
established in 1993, for a selected group of church-related hospital 
employees. That Pension Fund had an estimated 4 000 members 
as at 31 December 2015.  

 
312. It was also noted that health workers at church-related hospitals 

are not civil servants but church employees who are on a 
Government payroll. Their salaries are similar to those of civil 
servants and Government meets the employer contributions for 
grant-aided workers towards the ZACH Pension Fund. 

 
313. It is only those mission hospital workers who are covered as grant-

aided employees that are pensionable under the ZACH Pension 
Fund. Those not covered are the ones whose salaries are met by 
the mission hospital. As such, concerns were raised by some 
former workers of the country’s 135 church-related hospitals who 
do not have pension arrangements under the ZACH Pension Fund. 

 
314. They bemoaned unfair treatment by their employers as their 

colleague professionals of an equivalent rank, such as nurses, who 
contribute to the ZACH Pension Fund will be better off on 
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retirement. One touching story was of a Masvingo retiree who 
worked as a nurse at a church-related mission hospital from 1965 
to 2014 but was not receiving a pension owing to the above-cited 
problem. 

 
Disrespectful Handling of Pensioners by Service Providers 

 
315. The Commission noted that pensioners were generally disgruntled 

with the way staff of insurance companies, pension funds and 
pension fund administrators, and of public offices like the 
Government Pensions Agency, NSSA and IPEC, handle 
pensioners. 

 
316.  Most of the employees of the above-cited organisations are 

reportedly ill-mannered and abrupt in the way they handle these 
senior citizens. Names of such personnel were mentioned, 
particularly those at IPEC. 

 
Lack of Visibility of IPEC 

 
317. Very few members of the public were aware of the existence of 

IPEC, its functions and physical location, and the fact that it is the 
Regulator for insurance and occupational pension funds. Those 
that were aware of the existence of the Regulator, they expressed 
concern that IPEC was not helpful in any way with regard to the 
handling of appeals against market players or to redress 
complaints.  

 
318. The office of the Commissioner of Insurance and Pensions came 

across as not being easily accessible to the public and, in many 
instances, junior officers were unable to address their concerns. 
There is no requirement for either market players or IPEC to have 
a complaints handling desk at IPEC. 
 
Lack of Banking Services for Rural Pensioners 

 
319. Some pensioners bemoaned the lack of nearby physical banking 

services close to their place of residence, a problem common 
among pensioners residing in rural areas. Accordingly, they 
recommended that pension service providers consider leveraging 
on technology, such as mobile financial services, to pay small 
monthly pensions of less than $100. This would help by reducing 
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the cost of travelling to the nearest town or city in the face of 
inconsistent pay dates, particularly for civil servants. 
 
Summary Tables of Public Complaints 

 
320. The following sections present summary Tables breaking down 

complaints by category of insurance and pension service provider, 
class of business and different categories of complaints presented 
in this Chapter. The figures presented in the Tables were obtained 
from the written complaints submitted to the Commission during 
public hearings. 

 
321. The Table below shows the number of complaints against public 

sector pension service providers, namely the Government Pension 
Scheme, parastatal-related pension funds, such as the Local 
Authorities Pension Fund, and private sector insurance companies 
and pension funds:- 

 
Broad Categorisation of Complaints by Type of Institution 
Category No. of 

Complaints as % 
of total complaints 

Public Sector Complaints (NSSA and Government 
Pension Agency) 22.6 
Parastatal related pension funds e.g. LAPF, GMB  9.2 
Private Sector Complaints 68.3 
Total  100 

 Source: Computed from Public Complaints. 
 
322. As shown in the Table above, 68% of public complaints were 

against private sector insurance and pension service providers, 
followed by the Government Pension Agency and NSSA, which 
had a combined 23% share of the complaints. Parastatal-related 
pension funds, namely GMB, LAPF, NRZ, Unified Councils, ZB 
Holdings and ZESA, constituted 9% of the total complaints. 

 
323. The breakdown of complaints between the Government Pension 

Agency and NSSA was 54% and 46% respectively, as shown in 
the Table below:- 

 
Name of Institution No. of Complaints as a % of 

total public sector complaints  
NSSA 46 
Government Pension Agency 54 
Total 100 

 Source: Computed from Public Complaints. 
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324. Public complaints by class of insurance and pension business in 
the private sector were broken down as shown in the Table below:- 

 
Class of business % 
Life Assurers 82.7 
Funeral Assurers 4.9 
Fund administrators e.g. Minerva Benefit Consulting 7.9 
Stand-alone pension funds 4.5 
TOTAL 100 

Source: Computed from Public Complaints. 
  
325. As indicated in the Table above, almost 83% of public complaints 

were against life companies, followed by 7.9% against fund-
administrators, such as Comarton Consulting, Marsh Employee 
Benefits and Minerva Benefit Consulting. 

 
326. The breakdown of complaints against each life insurance company 

indicated that about 34% of public complaints were against Old 
Mutual, followed by First Mutual at 20%, Zimnat Life at 19% and 
Fidelity Life at 15%. The Table below shows the breakdown of 
complaints against each life assurer, excluding funeral assurance 
companies:- 

 
Life Assurer No. of Complaints as a % of Total 

Complaints Against Life Companies 
Heritage Life 0.4 
Fidelity Life  15 
First Mutual Life  19.8 
Old Mutual Life  33.9 
ZB Life  11.6 
Zimnat Life  19.3 
TOTAL 100 

 Source: Computed from Public Complaints. 
 
327. The complaints against funeral assurance companies were 

broken-down as follows:- 
 

Funeral Assurer No. of complaints as a % of Total 
Complaints Against Funeral Assurers 

Doves Funeral  58 
First Funeral  19.3 
Foundation Mutual Society 10 
Moonlight Funeral 12 
Cell Funeral  0.7 
TOTAL 100 

 Source: Computed from Public Complaints. 
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328. The Commission noted that there was not one complaint against 
Nyaradzo, one of the top funeral assurance companies that existed 
prior to dollarisation. There were no complaints relating to loss of 
value in relation to funeral assurers that were set up after 
dollarisation. 

 
329. The breakdown of complaints against institutions in the business 

of fund administration (insurance companies excluded) is shown 
in the Table below:- 

 
Fund Administrator % 
Marsh Insurance Brokers  57.7 
Minerva Benefit Consulting 19.2 
Comarton Consulting 23.1 
TOTAL 100.0 

 Source: Computed from Public Complaints. 
 
330. A breakdown of the complaints against the stand-alone pension 

funds is shown in the Table below:- 
 

Stand-Alone Pension Fund No. of Complaints as a % of 
Total Complaints Against 
Stand-Alone Funds 

Catering Industry Pension Fund 1.6 
Communications & Allied Industries  1.1 
Clothing Industries Pension Fund 7.7 
Construction Industry Pension Fund 2.2 
GMB Pension Fund 3.8 
Local Authorities Pension Fund 37.4 
Mining Industry Pension Fund 6.0 
Motor Industry Pension Fund 2.2 
NRZ Pension Fund 20.3 
Unified Councils Pension Fund  6.0 
ZB Holdings Pension Fund  1.6 
ZESA Pension Fund  5.5 
ZMDC Pension Fund  1.4 
Zimbabwe Newspapers Pension 
Fund 3.0 
TOTAL 100 

 Source: Computed from Public Complaints. 
 
331. The Table below shows the breakdown of complaints against 

institutions investigated as a percentage of total complaints:- 
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Name of Institution No. of Complaints as a % of 
Total Complaints 

Fidelity Life Assurance  8.49 
Heritage Life Assurance 0.05 
First Mutual Life Assurance  12.5 
Old Mutual Life Assurance  19.3 
ZB Life Assurance  6.5 
Zimnat Life Assurance  10.9 
Cell Insurance Company 0.1 
Doves Funeral Assurance 2 
First Funeral Assurance 0.7 
Foundation Mutual Society 0.3 
Moonlight Funeral Assurance 0.4 
Marsh Employee Benefits 2.6 
Minerva Benefits Consulting 1.4 
Catering Industry 0.2 
Communications and Allied Industries  0.1 
Clothing Industries 0.9 
Construction Industry 0.3 
GMB 0.5 
LAPF 4.6 
Mining Industry  0.7 
Motor Industry  0.3 
NRZ 2.5 
Unified Councils  0.7 
ZB Holdings 0.2 
ZESA 0.7 
Comarton Consultants 0.5 
NSSA 10.4 
Government Pension Scheme 12.2 
TOTAL 100 

 Source: Computed from Public Complaints. 
 
332. Old Mutual had the largest share of complaints at 19.3% of total 

complaints, followed by First Mutual at 12.5%, the Government 
Pension Scheme at 12.2% Zimnat Life at 10.9% and NSSA at 
10,4% of total complaints. 

 
333. The Table below shows the distribution of complaints by nature or 

type of complaint:- 
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Nature of Complaint No. of 
Complaints as 

% of Total 
Complaints 

Failure to access pension pay-outs owing to the 
problem of contribution arrears 

2.4 

Value lost through the de-monetisation process 24.8 
Forced commutations 10.3 
Loss arising from the de-mutualisation process 3.8 
Loss arising from the conversion of schemes from 
Defined Benefit to Defined Contribution 

1.4 

Arbitrary benefits calculations 18.3 
Delayed processing of pension benefits 2.2 
Widowers or widows and other dependants failing to 
access benefits 

2.7 

Failure to access pension benefits by those on early 
retirement 

2.1 

Bank transfers or cheques that never reflected in 
own bank account 

1.3 

Unauthorised deductions by pensioner unions 
pressure groups 

0.1 

Change of pension fund administration from one 
institution to another 

1.7 

Funeral assurance companies changing contract 
conditions 

2.2 

General resentment and lack of confidence in 
insurance companies and pension funds 

1.2 

Unexplained loss of value 21.6 
Not stated 3.8 
Total 100.0 

 Source: Computed from Public Complaints. 
 
334. The single largest number of complainants (24.8%) held the view 

that their values were lost through the de-monetisation process, 
followed by an unexplained loss of value (21.6%), arbitrary benefit 
calculations (18.3%) and forced commutations of full pensions 
(10.3%). 

 
335. A number of suggestions and recommendations were proffered by 

pensioners and former policyholders for consideration. Whilst 
some of the recommendations fell outside the Commission’s 
mandate, a number of them were quite useful and were considered 
by the Commission in determining its recommendations. 
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Chapter Summary 
 
336. Many members of the public were of the opinion that the 

Commission should have been established earlier, in order to 
address their poverty, misery and loss of dignity. There were very 
high expectations from members of the public that the Commission 
will redress their challenges as their problems have been 
outstanding for a very long time.  

 
337. The general view of the members of the public who attended the 

Commission’s hearings was that, even taking into account the 
reality of hyper-inflation, it is inconceivable that all their insurance 
or pension contributions could be lost, since a significant portion of 
their contributions were invested in real assets prior to hyper-
inflation and dollarisation. 

 
338. The Commission received many complaints from individual 

members of the public, as well as from insurance and pensions 
representative organisations. The main concerns related to the 
loss of value arising from pension contribution arrears, value lost 
during hyper-inflation, inter-generational transfer of benefits, value 
lost through conversions on dollarisation, forced commutations of 
the full pension, loss arising from de-mutualisation of Old Mutual 
and First Mutual, and conversion of pension schemes from defined 
benefit funds to defined contribution  funds. 

 
339. The complaints against the Government Pension Scheme 

included the absence of a funded Pension Scheme, outstanding 
1/3 lump-sums for pensioners who retired just before dollarisation, 
delayed processing of lump-sum pension benefits, delays in 
payment of monthly pension pay-outs, surviving spouses and 
dependants failing to access benefits, as well as, the failure to 
access pensions by retirees of church-related hospitals and 
mission schools who were not covered by Government as grant-
aided workers. 

 
340. Complaints relating to NSSA centred on the problem of uniform 

and arbitrary benefit calculations, NSSA’s time limits for claiming 
pension benefits, the failure to access a NSSA pension by 
Government workers on early retirement, such as former members 
of the Police and Army, lack of insurance cover for students on 
industrial attachment and poor record-keeping. 
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341. Other industry-wide complaints related to bank transfers or 
cheques that were allegedly processed by insurance companies 
or pension funds but did not reflect in pensioners’ bank accounts, 
absence of a Pensions Ombudsman, failure by retrenched workers 
to access employer pension contributions, frequent changes of 
pension fund administrators, resulting in loss of contribution 
records, funeral assurance companies reneging on paid-up 
policies when the economy dollarised, ineffective Boards of 
Trustees, fraudulent pension claims, disrespectful handling of 
pensioners by service providers, lack of visibility of IPEC and lack 
of nearby banking services for rural pensioners. 

 
342. A number of lessons were drawn from the oral and written 

complaints received by the Commission. A better and deeper 
understanding of the challenges affecting pensioners and 
policyholders was obtained through direct interactions and 
engagements with the concerned stakeholders. The complaints 
show issues that need to be focused on when investigating 
individual complaints of pensioners and policyholders. 

 
343. The complaints received from various stakeholders led the 

Commission’s decision to recommend amendments to its Terms 
of Reference. This resulted in the Commission having to extend its 
investigations to life insurance companies, including funeral 
assurance companies, which had not been included in the initial 
ToRs.  

 
344. The amendments also extended the investigation period to start 

with the period prior to 2006, in order to ensure that there was a 
more comprehensive and complete understanding of the 
problems, so as to be able to answer the complaints which arose 
at the public hearings. The Commission investigated the period 
1996 to 2014. The new investigation period covered hordes of 
complaints relating to de-mutualisation of Old Mutual and First 
Mutual Life, which took place in 1999 and 2003, respectively, and 
the conversions of pension funds from defined benefit to defined 
contribution, which mainly occurred in the early 2000s. 

 
345. The information that was requested from insurance and pension 

service providers, among several stakeholders, was induced by 
the desire to address stakeholder complaints covered in this 
Chapter. The Commission urges Government to ensure that each 
and every category of complaint is addressed under the post-
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Commission reforms of the sector. These will include legal and 
regulatory changes, macro-economic policy changes, institutional 
reforms and refocusing of the role of the industry in the economy. 

 
346. The next Chapter deals with the methodology adopted by the 

Commission in coming up with this Report. 
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CHAPTER 3: 
 

METHODOLOGY 
 
Introduction 
 
348. This Chapter presents an outline of the Commission’s roadmap 

from its formation in 2015 up to completion in February 2017. It 
covers key steps in the investigation processes, methodologies 
and information availed to the Commission. The key steps of the 
investigation were the organisational arrangement of the 
Commission, the development of a plan of action, literature review, 
data collection methods, types of data, data analysis and report 
writing. 

 
Organisation of the Commission Staff 
 
349. The Commission had a thinly resourced Secretariat comprising a 

Secretary and an administrative assistant. All Commissioners 
were non-executive.  

 
350. The duties of the Secretary included the following:- 
 

a) project planning and implementation of the resolutions of the 
Commission; 
 

b) liaison with relevant stakeholders, including members of the 
public, insurance companies, pension funds, regulatory 
bodies, Government departments and co-operating partners 
such as the ILO, UNICEF and the World Bank; 
 

c) undertaking research in line with the requirements of the ToRs 
of the Commission and as assigned by Commissioners; 
 

d) production of up-date reports on the progress of the 
Commission for the Minister of Finance and Economic 
Development and His Excellency the President; 
 

e) arranging meetings, workshops and public hearings of the 
Commission, recording proceedings, summoning and 
recording submissions of witnesses; and 
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f) arranging and attending meetings of the Commission and of 
the Technical and ad hoc Committees, as well as recording 
minutes of every meeting. 
 

g) Drafting the final Report of the Commission. 
 
351. The work of the Commission was driven by meetings, workshops 

and allocation of tasks to Commissioners for execution outside the 
Commission sittings. These included research, analysis and 
report-writing in line with resolutions of the Commission. 

 
352. The administrative assistant in the office of the Secretary was 

responsible for handling enquiries from stakeholders, answering 
phone calls and receiving documents and other administrative 
matters assigned by the Secretary. 

 
Understanding the Terms of Reference (ToRs) of the Commission 
 
353. The first few meetings were dedicated to understanding the 

requirements of each ToR of the Commission and devising 
measures of how to tackle each one. During this process of 
understanding the ToRs, the Commission noted that S.I. 80 of 
2015, by which the Commission was established, needed to be 
amended.  

 
354. The amendments were expected to ensure that the investigation 

covered life insurance, which had been omitted in the original 
ToRs. Furthermore, the Commission identified the need to extend 
the investigation period to the period before 2006. The S.I. 
establishing the Commission was subsequently amended through 
S.I. 1 of 2016 and further amended in November 2016 to extend 
the life of the Commission from the original 12 months to 16 
months. 

 
Development of a Plan of Action 
 
355. During the inception phase, the Secretary prepared a plan of action 

which was continuously reviewed as the work unfolded. The major 
steps that were identified in the plan were:- 

 
a) orientation or training workshop for Commissioners; 

 
b) stakeholder sensitisation; 
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c) receiving submissions from industry associations on the 
landscape of the local insurance and pension Industry; 
 

d) public hearings in the 10 provincial capitals; 
 

e) data collection from insurance companies, pension funds, 
regulators and other insurance and pension service providers; 

 
f) literature review; 

 
g) interviews with witnesses and relevant stakeholders; 

 
h) data analysis; 

 
i) report-writing - findings and recommendations; 

 
j) receiving independent expert opinion on the report of the 

Commission; 
 

k) final report writing. 
 

Orientation Workshop for Commissioners 
 
356. The diverse professional backgrounds of Commissioners 

necessitated the need to provide them with a basic understanding 
of the fundamentals of the insurance and pension business. It was 
also necessary to educate Commissioners on the general 
procedures for conducting a Commission, the expected code of 
conduct and sharing experiences of those that had conducted 
inquiries before. This assisted Commissioners who were members 
of a Commission for the first time. 

 
357. Pursuant to the above, a three-day orientation workshop was held 

to cover the following topics:- 
 

a) history of insurance, types of insurance products, risks in 
insurance products and insurance products development; 
 

b) types of pension schemes, pension products, pension fund 
governance and investment, as well as pension fund 
valuations; 
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c) regulation of the insurance and pension business, covering 
the objectives of regulation, regulatory models and 
infrastructure, pension fund governance and treating 
customers fairly; 
 

d) investment of insurance and pension products and 
recommended investment practices. This covered types of 
insurance liabilities, matching assets and liabilities, asset 
liability modelling, maximising returns, role of free assets and 
investment policies; 
 

e) accounting and actuarial practices in the insurance and 
pension industries. 
 

358. It was at this orientation phase that Commissioners identified the 
need to get experiences of previous Commissions of Inquiry, 
including tapping into the experience of staff from the office of the 
Clerk of Parliament, in conducting inquiries and public hearings. 
The experiences of Parliament in this regard were later shared 
during the course of the Commission. 

 
Stakeholder Sensitisation 

 
359. The Commission sensitised insurance and pension stakeholders 

about its establishment, its mandate as set out in the ToRs and its 
expectations. The sensitisation was essential for preparing 
stakeholders for the investigation, especially those that were 
providing evidence to the Commission. 

 
360. Stakeholder sensitisation was achieved through letters to 

insurance and pension industry players, industry apex bodies, 
Government departments and regulators. The public was also 
informed through press conferences, press statements in all 
nationally read newspapers, radio and television advertisements, 
as well as through provincial leadership structures. 

 
361. A website (http://com-inq.co.zw) was developed during the course 

of the Commission to reach out to stakeholders outside the country 
and those that were comfortable in submitting information using 
this media. 
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Receiving Submissions from Industry Associations on the 
Landscape of the Local Insurance and Pension Industry 

 
362. Meetings and workshops were held with the following stakeholders 

in order to establish a complete picture of the industry architecture, 
its evolution since 1980 and major structural changes that affected 
the industry. The Commission received presentations from the 
following institutions:- 

 
a) The Insurance and Pensions Commission; 
b) The National Social Security Authority; 
c) The Reserve Bank of Zimbabwe; 
d) The Life Offices Association; 
e) The Zimbabwe Association of Pension Funds; 
f) The Insurance Council of Zimbabwe; 
g) The Actuarial Society of Zimbabwe; 
h) The Zimbabwe Association of Funeral Assurers; 
i) The Government Pensions Agency; 
j) Pensioner and policyholder representative organisations; 
k) The Zimbabwe Association of Church-Related Hospitals. 

 
363. The above organisations presented to the Commission their 

understanding of the landscape of the insurance and pension 
industry, the industry’s evolution since 1980 and the major 
structural reforms in the economy that impacted on the industry 
and challenges facing the industry.  

 
364. In addition, the above institutions shared their understanding of the 

role of the insurance and pension industry in the economy and the 
roles played by their respective organisations during the 
conversion of insurance and pension values from the ZW$ to the 
US$. Chapter 5 of this Report has sections that describe the roles 
played by each of the stakeholders in the conversion process. 

 
Stakeholder Mapping 

 
365. The Commission identified key stakeholders and the market 

leaders in decision-making (power matrix). The identified 
stakeholders included all life insurance companies, pension funds, 
pension fund administrators, pressure groups in the insurance and 
pensions industry, financial sector regulatory bodies, Government 
Ministries and relevant Government departments, such as the 
National Social Security Authority, the Government Pensions 
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Agency, Provincial political leadership, municipalities and local 
authorities, as well as  international development institutions. The 
stakeholder mapping and power analysis was for the purpose of 
targeting institutions for the collection of evidence and interviews. 

 
Public Hearings in the Country’s 10 Provincial Capitals 

 
366. Full-day public hearings were conducted in each of the Provincial 

capitals during the period 30 October 2015 to 16 January 2016. 
The objective of conducting the public hearings was to receive 
evidence on the nature, type and extent of public complaints with 
regard to the conversion of insurance and pension values upon 
dollarisation of the economy.  

 
367. In addition, the hearings were held to appreciate problems that 

were affecting insurance policyholders and pensioners and 
receiving recommendations from the public on how the problems 
could be resolved. The hearings were attended by a total of 2 305 
people. The details of complaints raised by the members of the 
public were presented in Chapter 2 on Problem Statement. 

 
Formation of Technical Committees 

 
368. The extensive nature of the Commission’s ToRs entailed the 

collection of copious amounts of data. The analysis of such data 
required special focus by Commissioners with relevant skills. 
Therefore, in November 2015 the Commission established two 
Technical Committees to focus on specific aspects of the ToRs. 
The committees were (i) the Actuarial, Audit and Accounting 
Committee and (ii) the Legal, Regulatory and Corporate 
Governance Committee. The membership of each Committee was 
based on the professional backgrounds of Commissioners.  

 
369. The following Commissioners were appointed as members of the 

Actuarial, Audit and Accounting Committee (hereinafter referred to 
as “the Actuarial Committee”):- 

 
Mr. George Dikinya  Chairperson (deceased on 16/03/16) 
Mr. Itai Chirume   Replacement Chairperson 
Mr Tapiwa Maswera  Committee Member 
Mr. Martin Tarusenga  Committee Member 
Mr. Anesu Daka   Committee Member 
Mr. Cuthbert Munjoma  Secretary 



96 
 

370. The Actuarial Committee’s mandate was to deal with actuarial, 
accounting and investment aspects of the investigation. All 
quantitative ToRs were led by this Committee. Tasks were also 
allocated for execution by individual members of the Committee 
outside the Committee sittings. 

 
371. The following Commissioners were appointed as members of the 

Legal, Regulatory and Corporate Governance Committee 
(hereinafter referred to as “the Legal Committee”):- 

 
Mrs. Violet. Mutandwa   Chairperson 
Justice Leslie George Smith (Rtd)  Committee Member 
Dr. Godfrey Kanyenze   Committee Member 
Mr. Brains Muchemwa   Committee Member 
Mr. Cuthbert Munjoma   Secretary 

 
372. The Legal Committee focused on legal, regulatory and macro-

economic aspects of the investigation. This Committee took a lead 
on ToRs (xi) to (xiv) and was also responsible for research on 
various aspects of the other ToRs. Tasks were also allocated for 
execution by individual members of the Committee outside the 
Committee sittings. 

 
373. Each Technical Committee developed its critical paths which 

formed its respective calendar of meetings, activities and 
frequency of meetings. 

 
Ad-hoc Committees 

 
374. In addition to the two Technical Committees of the Commission, 

ad-hoc Committees that drew membership from either Technical 
Committee were convened during the tenure of the Commission. 
The meetings of an ad-hoc Committee were dedicated to the 
assignments mandated by the Commission or one of the Technical 
Committees or meeting external stakeholders. Such assignments 
included supporting the Secretary in executing some work 
assigned to it by the Commission. 

 
375. The Table below illustrates the number of meetings and workshops 

held by each Committee. 
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Type of Meeting Number 
Legal Committee meetings 16 
Actuarial Committee meetings 20 
Ad hoc Committee meetings 11 
Legal Committee workshops 4 
Actuarial Committee workshops 2 
Ad hoc Committee workshops  2 

Source: Minutes, Reports and Attendance Register of the Commission 
 
Meetings and Workshops of the Commission 
 
376. The key decisions of the Commission were passed at main 

meetings. Feedback from the Technical Committees was also 
received during Commission meetings. Furthermore, full 
Commission workshops were held to deal with lengthy discussions 
and engagements with stakeholders. The Table below illustrates 
the total number of meetings and workshops held by the 
Commission over the investigation period from September 2015 to 
28 February 2017, followed by the break-down of meetings 
attended by each Commissioner:-  

 
Type of Meeting Number 
Meetings 25 
Workshops 8 
Provincial Hearings  11 
Subpoena hearings 8 

Source: Minutes, reports and attendance register of the Commission 
 
Name of Commissioner No. of sittings 

or Days 
Justice L.G. Smith   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

26 

Committee Meetings 14 
Full day sittings (public hearings, subpoenas and workshops) 27 
Mrs. V. Mutandwa   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

20 

Committee Meetings 14 
Full day sittings (public hearings, subpoenas and workshops) 39.5 
Dr. G. Kanyenze   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

20 

Committee Meetings 23 
Full day sittings (public hearings, subpoenas and workshops) 61.5 
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Name of Commissioner No. of sittings 
or Days 

Mr. Daka   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

16 

Committee Meetings 23 
Full day sittings (public hearings, subpoenas and workshops) 49 
Mr. T. Maswera   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

22 

Committee Meetings 38 
Full day sittings (public hearings, subpoenas and workshops) 62 
Mr. B. Muchemwa   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

22 

Committee Meetings 31 
Full day sittings (public hearings, subpoenas and workshops) 80.5 
Mr. M. Tarusenga   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

27 

Committee Meetings 50 
Full day sittings (public hearings, subpoenas and workshops) 96 
Mr. I. W. Chirume   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

27 

Committee Meetings 28 
Full day sittings (public hearings, subpoenas and workshops) 56.5 
Mr. C.T. Munjoma   
Commission Sittings (Main meetings and meetings with external 
stakeholders 

27 

Committee Meetings 68 
Full day sittings (public hearings, subpoenas and workshops) 123.5 

Source: Commission Minutes, Workshop Reports and Attendance Register 
 
Data Collection from Insurance Companies, Pension Funds, 
Regulators 
 
377. Given the technical and historical nature of the Commission, the 

investigations encompassed both quantitative and qualitative 
approaches. With regard to data collection, the Commission 
adopted multiple strategies that included desk reviews, interviews, 
subpoenas, focused group discussions, questionnaires and oral 
evidence. The information gathered during the public hearings was 
used to determine the nature and type of data requested from 
insurance and pension service providers, with a view to enable the 
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Commission to make appropriate determinations on the issues 
raised by members of the public.   

 
378. The following institutions were requested to furnish the 

Commission with information that was pertinent for addressing 
specific ToRs of the Commission:- 

 
a) The National Social Security Authority. 
b) The Government Pensions Agency. 
c) The Insurance and Pensions Commission. 
d) The Reserve Bank of Zimbabwe. 
e) The Actuarial Society of Zimbabwe. 
f) The Master of the High Court (Guardian’s Fund). 
g) The Zimbabwe National Statistical Agency.  
h) Eleven (11) life insurance companies, and nine funeral 

insurers; 
i) Four (4) life insurance brokers and four (4) pension fund 

administrators. 
j) Fifteen (15) stand-alone pension funds. 

 
379. Short-term insurance companies, short-term insurance brokers 

and re-insurance companies were not part of the investigated 
institutions on account of the nature of their business, which had 
little relevance to the conversion of values from ZW$ to US$. 

 
380. Based on the requirements of the ToRs, public complaints, 

literature review and specialised data requirements were identified 
covering four broad areas. These were actuarial, financial or 
accounting, investment and asset management, as well as the 
legal and regulatory aspects.   

 
381. On 10 December 2015, the Commission requested every 

insurance company and pension fund administrator under 
investigation to provide a comprehensive list of information that 
was required to deal with the ToRs. The deadline for submission 
of this information was 31 January 2016. The comprehensive lists 
of information requested from each class of the institutions cited 
above are annexed to this Report in Annexure 3. The information 
includes actuarial and financial information dating back to 1996, 
investments or asset allocation profiles over the years and a 
justification of the formula used to convert insurance and pension 
values from ZW$ to US$. 
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382. The following industry associations, the Actuarial Society of 
Zimbabwe, the Zimbabwe Association of Pension Funds, the Life 
Offices Association and the Zimbabwe Association of Funeral 
Assurers, were requested to provide information on the respective 
roles they played during the conversion process from ZW$ to US$. 

 
383. The Reserve Bank of Zimbabwe provided information on currency 

de-basing, relevant statutory instruments and the insurance and 
pension industry’s compliance levels with prescribed assets from 
1996 to 2014. In addition, RBZ provided information on interest 
rates (1996 to 2014), money supply and time deposits during the 
investigation period. The Zimbabwe National Statistical Agency 
(Zimstat) provided statistics on gross domestic product, inflation 
and employment levels of the insurance and pension industry. 

 
Failure to submit Information within Required Timelines 

 
384. Most insurance companies and pension funds failed to submit the 

information requested within the specified deadline of 31 January 
2016. The majority of institutions requested extension of the 
deadline citing the challenge of copious amounts of data and poor 
record-keeping. 

 
385. For the few that managed to submit the information within the 

expected timeline, the information was of poor quality and 
unstandardised. This led to the Commission’s decision to develop 
specialised data collection templates for completion by service 
providers, in order to extract more detailed and specific data. The 
standardised templates were distributed for completion by 
institutions during the period March to May 2016. Annexes 4 and 
5 are typical data collection templates issued to investigated 
institutions for completion. 

 
386. The institutions struggled to populate the standardised templates 

within the expected timelines. Most of them submitted partial data 
as shown in Annexes 4 to 5. This was despite the fact that their 
requests for deadline extensions were granted. 
 
Subpoenas 

 
387. Following the difficulties experienced by the Commission in 

obtaining information from the institutions that were investigated 
within the period from December 2015 to June 2016, the 



101 
 

Commission subpoenaed Board chairpersons, chief executive 
officers of life insurance companies, principal officers of stand-
alone pension funds and fund administrators to attend and give 
information. 

 
388. The heads of the respective investigated institutions were 

summoned in terms of section 11 of the Commissions of Inquiry 
Act [Chapter 10:07], with the objective of compelling them to 
provide the requested data. The summonses were served by 
officers from the Zimbabwe Republic Police in line with the 
provisions of section 18 of that Act. All life companies, funeral 
assurers and pension fund administrators appeared before the 
Commission at its offices during the period 25 July to 3 August 
2016 to give the evidence required by the Commission. 

 
389. An oath was administered to each individual that appeared before 

the Commission to ensure that the evidence provided was truthful. 
Proceedings of the subpoenas, which were electronically 
recorded, were witnessed by representatives from the Ministry of 
Finance and Economic Development, the Insurance and Pensions 
Commission and the Zimbabwe Republic Police. 

 
390. Each institution was given two weeks from the date of appearing 

before the Commission to provide the required information. 
Following the subpoena hearings, the level of compliance with the 
Commission’s data requirements improved significantly but data 
gaps remained. Several follow-ups and requests for data were 
made up to the completion of the Commission’s tenure, in order to 
get clarification on issues that were not clear. 

 
Literature Review 
 
391. The Commission engaged international development institutions, 

including the World Bank, the International Monetary Fund, the 
International Labour Organisation and UNICEF, and requested for 
relevant literature that could assist the Commission in executing its 
mandate. In response to those requests the following literature was 
received.  

 
392. The World Bank provided literature on a number of insurance and 

pensions topics, including the following:- 
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a) experiences of countries that dollarised and how they 
managed their insurance and pensions industries during the 
currency change-over; 
 

b) the United Kingdom’s Equitable Life Commission Report; and 
 

c) international standards on the regulation of insurance, 
pensions and social security schemes as developed by the 
various standards-setting bodies. 

 
393. The International Labour Organisation provided literature on its 

2012 Actuarial Study on the National Social Security Scheme, 
ISSA Guidelines and other literature relevant to social security 
schemes.  

 
394. UNICEF shared a report produced by the Zimbabwe Economic 

Policy and Research Unit through its financial support and some 
best practices in pension sector reforms. 

 
395. Literature review was an on-going process during the full tenure of 

the Commission. A number of papers were reviewed including  the 
following:- 

 
a) legislation governing insurance and pensions in Zimbabwe, 

pension fund rules and insurance policy documents; 
 

b) the corporate governance framework for State Enterprises 
and Parastatals, the National Code of Corporate Governance, 
the regulatory guidelines on corporate governance and 
experiences of other jurisdictions in this regard; 
 

c) financial statements, actuarial reports, investment 
management reports and regulatory reports from various 
insurance companies and pension funds for the period 1996 
to 2014; 
 

d) forensic audit reports for NSSA and selected insurance 
companies; 
 

e) currency de-basing statutory instruments issued by the RBZ; 
 

f) submissions by pensioner or policyholder representative 
organisations; 
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g) the 2012 Acumen Actuaries report on the conversion of values 
from ZW$ to US$. 

 
Experiences of Other Countries that Dollarised 

 
396. The Commission went through literature on countries that 

experienced currency reforms, with special interest on how their 
insurance and pension industries were managed following the 
currency change-over. It was established that there was virtually 
no international precedent concerning the events that occurred in 
Zimbabwe, a period of galloping inflation followed by a currency 
conversion. A number of country experiences on currency 
conversions were studied, including Argentina, which terminated 
its use of the US$ as official currency early in 2002, Ecuador and 
El Salvador, which dollarised in 2000 and 2001, respectively, and 
the European Union.  

 
397. Though economic circumstances of Ecuador and El Salvador 

differed materially, both managed their transitions with soundness 
and stability, due to careful planning and widespread publication 
of the rules of the transition. Furthermore, their financial sector, 
particularly pension sectors, were very small in terms of their 
proportion of Gross Domestic Product compared to Zimbabwe. 
Thus, the impact of dollarisation on the sector was minimal. 
Argentina’s transition was not characterised by financial stability, 
and a clear and commonly held understanding of the rules 
governing the change. Clearly, the absence of sound planning and 
measured transition rules contributed to the upheaval in that 
country. 

 
398. The Euro, the largest currency change in modern history, 

witnessed the transition of eleven currencies to the Euro on 1 
January 1999. This included practical guidance for the financial 
sector players such as accountants and investment managers, 
which helped assure the stability of institutional investors, such as 
pension funds and insurance companies. Poland also experienced 
some currency reforms around 2009, but changes in the insurance 
sector were largely determined by macro-economic factors as 
opposed to industry interventions. 

 
399. Whilst a number of countries have changed their currency, on a 

temporary or permanent basis, countries that undertook a 
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permanent currency change are few and their insurance and 
pensions industries were not as developed as those in Zimbabwe. 

 
400. With regard to international precedence on the conversion of 

insurance and pension values, the Commission noted that the 
Zimbabwe experience was unique, hence, the need to come up 
with a local solution that borrows from other countries like 
Argentina, which have done very well in this sector. 

 
Data Analysis 
 

Analysis of Public Complaints 
 
401. The Commission enlisted the services of statisticians from 

Zimstat’s National Accounts and Finance Statistics Department to 
assist with the coding and capturing of information collected from 
members of the public. Zimstat produced summary tables and 
cross-tables generated from the information captured. However, 
the actual analysis was the sole responsibility of the Commission.  

 
Analysis of Information from Service Providers 

 
402. The analysis of the information provided to the Commission was 

handled at the Technical Committee level, with regular feedback 
being given to the Commission at its meetings. The actuarial, 
financial and investment analysis was, at a minimum, aimed at 
answering the following questions:- 

 
a) how much money, in terms of premiums or contributions, was 

received by each investigated institution over the investigation 
period of 1996 to 2015?; 
 

b) how much of the amounts received was used to meet 
expenses and the different categories of expenses covered?; 
 

c) where was the money invested and a break-down of the 
investments by asset class?; 
 

d) how were the ZW$ assets and liabilities converted to US$ 
values? 
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Actuarial Analysis 
 
403. The objective of the analysis was to get a clear understanding of 

the development of each insurance company and pension fund’s 
assets allocated to each category of membership, as well as the 
benefits paid out to, or due to, members and pensioners. The 
analysis focused on the distribution of surplus, actuarial valuation 
guidelines, financial soundness and regulatory framework for 
insurance and pension funds and the allocation of assets to 
different generations of policyholders and pension fund members. 

 
Financial Analysis 

 
404. The first objective of the financial analysis was to perform a time-

series assessment of the total assets, total liabilities for pension 
funds and shareholder funds for life companies. 

 
405. The second objective was to establish the causes of the alleged 

loss of value through ratio analysis. For example, the Commission 
wanted to understand the amounts paid to shareholders as 
dividends and the amounts used for business expansion in and 
outside Zimbabwe over the period 1996 to 2014 by life insurance 
companies. For pension funds, the Commission analysed the 
quantum of administration costs, especially salaries, to the size of 
the fund and performance over time. 

 
Investment Analysis 

 
406. The main focus of the investment analysis was to reconcile asset 

allocation by insurance companies and pension funds into different 
asset classes, such as properties, equities (listed and unlisted), 
bonds, money-market investments and Government securities, 
from 1996 to 2014. The purpose of this analysis was to appreciate 
the investment trends and returns in each investment class, as well 
as how the returns were allocated between shareholders and 
policyholders. 

 
Legislative and Regulatory Analysis 

 
407. The Legal Committee analysed all Acts and subsidiary legislation 

governing insurance and pensions, regulatory circulars, directives 
and guidelines issued on the conversion of insurance and pension 
values, as well as a bench-marking exercise of the local insurance 
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and pension legislation against the respective international 
standards. With respect to investments, the Legal Committee 
reviewed different types of insurance policy documents, 
investment management agreements, investment performance 
targets and other pertinent risk reports. 

 
Report Writing and Recommendations 
 
408. The report writing was a multi-staged process involving the 

Secretary drafting sections for the different stages of the 
Commission process. The two Technical Committees discussed 
the draft reports which were tabled for consideration by the 
Commission. During the last two months of the Commission two 
Commissioners assumed full-time responsibility to assist the 
Secretary in data analysis and report writing.  

 
Independent Expert Opinion on the Findings of the Commission 
 
409. The Commission sought independent expert opinion from the 

World Bank and the International Labour Organisation. The two 
institutions expressed keen interest in reviewing the Report of the 
Commission for the purpose of providing independent expert 
opinion. In addition to the offer for expert opinion, the ILO had 
offered more technical support to the Commission across most of 
the ILO’s facets of social security, including legal, actuarial and 
statistical services, audit and financial analysis, research and 
reporting. However, the limited tenure of the Commission could not 
provide for an opportunity for full engagement with the ILO. 

 
410. Both the World Bank and the ILO provided independent expert 

comments on selected draft Chapters of the Report. This was on 
account of the limited time that remained before the Commission’s 
tenure ended. 

 
Chapter Summary 
 
411. The Commission used a combination of qualitative and 

quantitative approaches in conducting its investigations. Its 
business was conducted through meetings, workshops and 
allocating tasks to Commissioners and the Secretariat. All 
Commissioners were non-executive and the Secretariat was 
manned by one technical staff member (the Secretary), who had 
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an Administrative Assistant. The investigation was conducted over 
an 18 month period from 1 September 2015 to 28 February 2017. 

 
412. The Commission developed a plan of action during its inception 

phases, the key steps of which included conducting public 
hearings, stakeholder mapping and sensitisation, understanding 
the landscape of the insurance and pension industry, data 
collection from investigated institutions, subpoenaing non-
compliant institutions to compel them to provide information, 
literature review, data analysis, report writing and validation of the 
Commission’s findings through independent expert opinion from 
the World Bank Group and the International Labour Organisation.  

 
413. The Commission used open-ended questionnaires, standardised 

data collection templates, interviews, meetings, subpoenas, 
testimonials and audio recorded oral evidence to collect data from 
all the institutions investigated, as well as, some key stakeholders.  

 
414. The investigated institutions included all life insurance companies, 

stand-alone pension funds, independent pension fund 
administrators, NSSA’s National Pension Scheme and the 
insurance scheme, the Guardian’s Fund and the Government 
Pension Scheme. 

 
415. Short-term insurance companies, short-term insurance brokers 

and re-insurance companies were not part of the investigated 
institutions on account of the nature of their business, which had 
little relevance to the conversion of values from ZW$ to US$. 

 
416. As part of its literature review, the Commission studied the 

experiences of other countries that undertook currency reforms in 
order to establish international precedents with respect to how 
insurance and pension sectors were managed during the currency 
change-over. The countries included Argentina, which terminated 
its use of the US$ as official currency early in 2002, Ecuador and 
El Salvador, which dollarised in 2000 and 2001, respectively, 
Poland (around 2009), and the European Union, which 
experienced the largest currency change in modern history, as 
eleven currencies were changed to the Euro on 1 January 1999. 
The Commission’s conclusion was that the Zimbabwe experience 
was unique, hence, there was need to come up with a local 
solution that borrowed from other countries. 
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417. Data collected from the industry was processed and analysed 
using excel. The Commission analysed the collected data from 
actuarial, financial, investment, legal, regulatory and policy 
perspectives. In addition, in order to address the requirements of 
each ToR, the Commission was seized with addressing the 
following issues:- 

 
a) how much money in terms of premiums or contributions was 

received by each investigated institution over the investigation 
period of 1996 to 2014; 
 

b) how much of the amounts received was used to meet 
expenses and the different categories of expenses covered; 
 

c) where the money was invested and a breakdown of the 
investments by asset class; and 
 

d) how were the ZW$ assets and liabilities converted to US$ 
values. 

 
418. The report writing was a multi-staged process, involving the 

drafting of sections for the different stages of the investigation 
process. The Secretary, through the two standing Technical 
Committees produced draft reports which were tabled for 
consideration by the Commission. During the last two months of 
the Commission, two Commissioners assumed full-time 
responsibility to assist the Secretary in data analysis and report 
writing.  

 
419. The next Chapter presents findings of the Commission relating to 

industry assets and their breakdown. 
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CHAPTER 4: 
 

TOTAL INSURANCE AND PENSION INDUSTRY ASSETS AND 
THEIR BREAKDOWN (1996-2014) 

 
Introduction 
 
420. This Chapter presents findings under ToRs (i), (ii), (iii) and (vii) 

which require the investigation of the following aspects relating to 
assets in the insurance and pension industry:- 

 
a) To establish fully the total assets value of insurance 

companies and pension funds before and after conversion 
from ZW$ to US$ [ToR (i)]. 
 

b) To establish the value of Old Generation insurance and 
pension funds’ assets and New Generation insurance and 
pension funds’ assets before and after the conversion and to 
establish an objective criteria for the delineation of Old 
Generation pensions and New Generation pensions in both 
instances [ToR (ii)]. 
 

c) To establish fully the nature, type and value of insurance and 
pension fund assets acquired by insurance companies and 
pension funds before and after conversion from the ZW$ to 
the US$ [ToR (iii)]. 
 

d) Establish and quantify the value of Orphan Assets created by 
insurance companies and pension funds and Fund Managers 
and to make recommendations on the integration of these 
Orphan Assets with the balance sheets of pension funds [ToR 
(vii)]. 

 
Data Quality 
 
421. The Commission evaluated the reasonableness, consistency and 

accuracy of the information provided by the industry and, wherever 
possible, sought clarification. A lot of this data was incomplete, 
inconsistent and sometimes did not reconcile.  

 
422. Given the constraints of the Commission in terms of time and in 

the interests of meeting the requirements of the ToRs within the 
time-frame, the Commission had to use this data notwithstanding 
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its limitations. Wherever possible in this Report, reference is made 
to data problems and deficiencies to give context to the analysis 
and conclusions drawn therefrom. 

 
ToR (i): Quantification of Assets 
 
423. In order to quantify the total value of assets over the investigation 

period of 1996 to 2014, the Commission considered three sources 
of asset data, namely financial statements, data compiled from 
industry’s valuation reports and reports by the Regulator over the 
investigation period. 

 
424. Considering the copious nature of the financial statements and the 

valuation reports, as well as the lack of standardised reporting, 
each institution under investigation was required to populate its 
asset values onto standardised templates (refer to Annexure 5 on 
asset breakdown). An oath was administered to senior officials of 
each institution to attest to the accuracy of the data. 

 
425. The Commission established that pension funds’ asset data in 

financial statements were based on historical cost accounting in 
line with the requirements of sections 41, 42 and 43 of  Statutory 
Instrument (S.I.) 323 of 1991 issued in terms of the Pension and 
Provident Fund Act [Chapter 24:09]. On the other hand, asset 
values from valuation reports were based on market values. This, 
therefore, resulted in different asset values for pension funds using 
the two sources of data.  

 
426. In this regard, pension fund asset values based on historical cost 

accounting were understated. Fair value accounting would have 
given a true value of the pension assets, especially in the 
inflationary environment. Therefore, the Commission was 
persuaded to rely on asset values from the valuation reports as 
they were more realistic in the high inflation environment. 

 
427. For the insurance business line, asset values were generally 

recorded at market value in both financial statements and valuation 
reports in terms of the requirements of the International Financial 
Reporting Standard (IFRS). However, there were instances where 
some institutions such as Old Mutual reported insurance on 
historical cost accounting for the period 2005 to 2007. This non-
standardised reporting practice distorted the comparability of the 
asset values across different institutions and the impact of Old 
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Mutual which is the biggest insurer and administrator of pension 
funds. 

 
428. The Table below shows the total insurance and pension asset 

values for the period 1996 to 2014 using the two sources identified 
above:- 

 

 
Source: Computed from financial statements and valuation reports. 
Note: 
(i) The values from 1996 to 2008 are in ZW$ whilst those from 2009 to 2014 are in 
US$. 
(ii) There was currency re-basing on 1 August 2006, 1 August 2008 and 2 February 
2009 where three, ten and twelve zeros respectively, were removed from the ZW$ 
currency. 

 
Comments on Total Asset Values Computed from Financial 
Statements 

 
429. Old Mutual Life, the biggest life company by total assets, did not 

provide assets supporting insurance liabilities for the period 1996 
to 1998 and 2000. In addition, Old Mutual could not provide values 
of pension assets for the period 1996 to 2000, 2006 and 2008. The 
institution cited that they did not have financial statements or 

Financial Statements Valuation Reports
1996 12,855,356,013                                             55,444,313,082                                             
1997 18,560,152,184                                             116,231,406,110                                           
1998 23,724,983,841                                             138,841,895,681                                           
1999 65,069,194,390                                             289,470,262,710                                           
2000 145,486,415,145                                           388,843,288,290                                           
2001 250,570,128,917                                           1,813,195,391,043                                       
2002 630,646,799,539                                           3,570,968,432,709                                       
2003 2,163,699,427,557                                       24,743,586,440,226                                     
2004 8,336,385,262,669                                       37,418,574,764,790,500                             
2005 94,258,311,019,744                                     128,899,315,442,836,000                           
2006 67,066,497,502,841                                     459,043,824,258,769,000,000,000            
2007 7,013,876,999,274,400                                38,883,714,914,755,100                             
2008 28,171,465,733,326,500,000,000,000      13,068,391,162,411,100,000,000,000      
2009 2,712,798,156                                               3,691,424,455                                               
2010 3,180,839,429                                               3,986,789,002                                               
2011 3,545,135,004                                               4,227,149,522                                               
2012 4,221,482,168                                               4,491,030,534                                               
2013 4,909,725,314                                               5,583,021,510                                               

2014 4,993,312,880                                               5,082,070,054                                               

Total industry assets as per financial statements and valuation reports 1996 - 2014
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records for the period.  Given its size, the data omissions by Old 
Mutual resulted in a severe understatement of total assets from 
financial statements relative to those from valuation reports for the 
respective years. 

 
430. First Mutual Life, which was the second largest insurer in 1996, did 

not provide the Commission with total asset figures for the period 
1996 to 2003. Furthermore, its asset values for 2006 to 2008 were 
excluded in the computation of the industry’s total assets as they 
were abnormally high and including them would have distorted the 
overall results. The values submitted for this period were about 
1,000 times larger than the whole industry’s total assets.  
Concerted efforts to get First Mutual to revisit its data submissions 
proved futile as they insisted that their submissions were correct. 
These data omissions and exclusions resulted in an 
understatement of total assets from financial statements for the 
respective years. 

 
431. ZB Life did not submit pension funds’ assets for the period 1996 to 

2001, citing the absence of records. This resulted again in the 
understatement of total assets. 

 
432. Comarton Consultants, a fairly significant pension fund 

administrator, failed to provide asset values for all pension funds 
under its administration during the period 1996 to 2001. 
Furthermore, for the period after 2001, Comarton provided 
incomplete asset values for only 28 pension funds out of the 46 
funds that they indicated they administered as at December 2014. 
This further resulted in an understatement of assets under 
administration by Comarton relative to other pension fund 
administrators and thus, in total industry assets. 

 
433. Doves Funeral Assurance, the largest and oldest funeral assurer 

at the commencement of the period of investigation, failed to 
provide asset values for the period 1996 to 2000. This resulted in 
an understatement of total industry asset values for the respective 
years. 

 
434. Moonlight Funeral Assurance, the second largest funeral 

assurance company at the commencement of the investigation 
period, failed to provide assets for the period 1996 to 2008. This 
resulted in an understatement of total industry assets for the 
respective years. Resultantly, the above data gaps on key 
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institutions grossly understated the total industry asset values 
computed for the investigation period. 

 
Comments on Asset Values Computed From Valuation Reports 

 
435. Old Mutual’s property values were all recorded on a historical cost 

accounting basis instead of the required market values. It indicated 
that the records of property valuations were no longer available, 
following the decommissioning of its ICT systems over the 
investigation period. This puts to question the robustness of the 
data management and the disaster recovery systems for such a 
systemically important institution which is estimated to hold above 
half of the industry’s assets. This resulted in a severe 
understatement of market values of total industry assets. 

 
436. First Mutual assets were excluded in the computation of total 

assets for the period 2006 to 2008 as they were abnormally higher 
than the industry total, thus giving a misleading picture.  

 
437. The National Social Security Authority failed to provide values for 

money-market investments for the years 1996, 2000 and 2007. 
 

Data Gaps 
 
438. The Commission noted the coincidence of missing data with 

periods of important milestones, such as de-mutualisations of Old 
Mutual and First Mutual. In addition, there was a lot of shareholding 
restructuring and with-profit fund consolidations. In view of the lack 
of data, it was impossible to discern a trend with regard to the 
growth in industry assets, particularly around the de-mutualisation 
period. 

 
439. Whilst data integrity was an industry-wide challenge, some players 

could have been concealing critical information necessary for 
determining prejudice, as well as, compensation. To this end, it 
can be concluded that the asset values for the period 1996 to 2008 
as presented above were understated. 

 
Total Industry Assets in US$ Equivalence (1996 to 2008) 

 
440. The hyper-inflationary environment, which characterised the 

period prior to dollarisation, resulted in nominal exponential 
increases in industry assets. The absence of a standardised way 
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of valuing assets during hyper-inflation resulted in inconsistencies 
in the valuation of assets from year to year within a company and 
from company to company within a given period. Consequentially, 
it made it difficult to have logical deductions as regards the 
progression of real asset values. 

 
441. In order to facilitate ease of comparability of the ZW$ asset values 

with the US$ asset values post-dollarisation, the ZW$ asset values 
were converted into their equivalent US$ values. Considering the 
multiple exchange rates that prevailed from around 2000 to the 
point of dollarisation in 2009, the Commission applied the official 
exchange rate, the UN exchange rate and Old Mutual Implied 
Exchange Rate (OMIR).  

 
442. The official exchange rate was the one prescribed by the exchange 

control regulations of Zimbabwe. The UN rate was determined by 
United Nations agencies in Zimbabwe, which reflected largely their 
own assessment of market forces of supply and demand of the 
ZW$ against the US$. The OMIR was the exchange rate implied 
from the Old Mutual PLC share prices on the Johannesburg Stock 
Exchange and the London Stock Exchange, in comparison with 
the share price on the Zimbabwe Stock Exchange. This rate was 
premised on the principle of Purchasing Power Parity, where the 
Old Mutual shares should trade at the same price on all stock 
exchanges where Old Mutual is listed in order to avoid arbitrage. 

 
443. The Table below shows asset values computed from financial 

statements converted to US$ at the Official, UN and OMIR rates. 
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Source: Calculated from data from Industry submissions.  
Note: - The OMIR came into existence in 1999 following the listing of Old Mutual PLC in 
Zimbabwe, hence, the absence of figures from 1996 to 1998. There was no OMIR for 
December 2008 on account of closure of the ZSE on 19 November 2008. 
 
444. As observed in the Table above, there are huge discrepancies and 

inconsistent trends in asset values arising from the use of the three 
exchange rates. The inconsistent trends can be attributed to the 
poor data quality, inconsistent asset valuation methods and 
exchange rate distortions.  

 
445. The period 2006 to 2008 shows unrealistically high asset values 

on account of errors and omissions emanating from currency de-
basing and excessive hyper-inflation. The industry struggled to 
cope with this period and did not engage consistent practices in 
accounting for the de-basing. To exemplify the distortions arising 
from the foregoing errors and omissions, total asset values for 
2008 were US$26 quintillion at the official rate and US$2 trillion at 
the UN rate. Some industry players failed to demonstrate the 
existence of record maintenance systems as depicted by their 
submission of different sets of data for the same period whenever 
their figures were interrogated by the Commission. 

 
446. On account of the serious data inaccuracies, exchange rate 

distortions and absence of standardised asset valuation 

Total assets at official exchange 
Rate (US$)

Total assets at UN exchange rate 
(US$) Total assets at OMIR Rate (US$)

1996                                    1,190,310,742                                      1,469,183,544                                                        -   
1997 1,106,747,298                                   1,891,962,506                                    -                                                    
1998 636,912,318                                      1,668,423,618                                    -                                                    
1999 1,706,061,730                                   2,765,371,627                                    2,054,008,956                                 
2000 2,642,804,998                                   4,219,443,595                                    2,182,153,537                                 
2001 4,552,509,610                                   5,497,370,095                                    995,363,434                                    
2002 11,457,972,375                                 4,603,261,311                                    881,203,827                                    
2003 2,618,064,526                                   2,086,498,966                                    1,871,567,208                                 
2004 1,463,550,783                                   3,024,813,230                                    1,093,158,634                                 
2005 3,624,761,999                                   9,668,510,721                                    1,222,122,270                                 
2006 268,265,990,011                              583,186,934,807                                31,886,839,621                              
2007 233,795,899,976                              40,992,372,966                                  1,574,141,918                                 
2008 26,182,924,949,278,700,000         2,579,591,368,730                            1,035,793                                        
2009 2,712,798,156                                   2,712,798,156                                    2,712,798,156                                 
2010 3,180,839,429                                   3,180,839,429                                    3,180,839,429                                 
2011 3,545,135,004                                   3,545,135,004                                    3,545,135,004                                 
2012 4,221,482,168                                   4,221,482,168                                    4,221,482,168                                 
2013 4,909,725,314                                   4,909,725,314                                    4,909,725,314                                 
2014 4,993,312,880                                   4,993,312,880                                    4,993,312,880                                 

Total ZW$ asset values from Financial Statements converted into US$ using various exchange rates
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methodologies noted above, the Commission was of the view that 
establishing the exact US$ equivalent asset values prior to the 
dollarisation of the Zimbabwe economy remains a highly 
subjective exercise.  

 
447. Notwithstanding the above challenges relating to pre-dollarisation 

asset values, the asset values for the period 1996 to December 
1998 can be reliably converted into the US$ equivalent considering 
that the economy was relatively stable without exchange rate 
distortions. Resultantly, the Commission was of the opinion that 
the official exchange rate was reflective of the true and fair value 
of the ZW$ relative to other currencies.  

 
Asset Values from Valuation Reports 

 
448. The Table below presents asset values from valuation reports 

converted to US$ at the official, the UN and the OMIR rates.  
 

 
Source: Calculated from data from Industry Submissions. 
 
449. Just as observed under the conversion of pre-dollarisation asset 

values from financial statements into US$, the asset values from 
valuation reports project inconsistent  trends owing to data integrity 
challenges, absence of standardised asset valuation methods and 

Total assets at official exchange 
Rate (US$)

Total assets at UN exchange rate 
(US$) Total assets at OMIR Rate (US$)

1996                                         5,133,732,693                                            6,336,492,924                                                          -   
1997 6,930,912,708                                       11,848,257,504                                        -                                                      
1998 3,727,299,213                                       9,763,846,391                                           -                                                      
1999 7,589,676,526                                       12,302,178,611                                        9,137,572,974                                   
2000 7,063,456,645                                       11,277,357,549                                        5,832,267,954                                   
2001 32,943,230,215                                     39,780,504,411                                        7,202,727,632                                   
2002 64,879,513,676                                     26,065,463,012                                        4,989,720,159                                   
2003 29,939,604,864                                     23,860,739,094                                        21,402,827,217                                
2004 6,569,272,255,055                               13,577,131,627,283                                 4,906,735,568,831                           
2005 4,956,903,378,051                               13,221,798,691,439                                 1,671,266,144,166                           
2006 1,836,175,297,035,070,000,000        3,991,685,428,337,120,000,000            218,252,888,522,276,000,000       
2007 1,296,123,830,492                               227,254,590,331                                      8,726,769,171                                   
2008 12,145,931,924,601,500,000              1,196,640,223,297                                   480,491                                              
2009 3,691,424,455                                       3,691,424,455                                           3,691,424,455                                   
2010 3,986,789,002                                       3,986,789,002                                           3,986,789,002                                   
2011 4,227,149,522                                       4,227,149,522                                           4,227,149,522                                   
2012 4,491,030,534                                       4,491,030,534                                           4,491,030,534                                   
2013 5,583,021,510                                       5,583,021,510                                           5,583,021,510                                   
2014 5,082,070,054                                       5,082,070,054                                           5,082,070,054                                   

Total ZW$ assets values from Valuation Reports converted into US$ using various exchange rates
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distorted exchange rates. Resultantly, unrealistic high asset values 
for the period 2006 to 2008 were observed. The Regulator’s annual 
reports could have helped circumvent the data integrity issues 
associated with submissions from insurance companies and 
pension funds. However, the Commission established that the 
Registrar of Pension and Provident Funds and the Commissioner 
of Insurance did not produce their reports for the period 2001 to 
2003 and 2005 to 2008. 

 
450. In the post-dollarisation period, the asset values exhibited a stable 

trend on account of the use of the US$ and the emergence of 
macro-economic stability. 

 
Breakdown of Insurance and Pension Assets 

 
451. Whilst ToR (iii) requires the breakdown of insurance and pension 

assets for the pre- and post-dollarisation periods, the aforestated 
data integrity challenges hampered the Commission’s effort to 
break down the pre-dollarisation assets and convert them into 
logical US$ equivalence. The following Table illustrates ZW$ 
values of insurance and pension assets as per financial 
statements:- 

 

 
Source: Computed from Submissions by the Industry 
 
452. Industry assets, as presented in valuation reports were not broken 

down into insurance and pensions. 

Year Insurance Assets (ZW$) Pension Assets (ZW$)
1996                                                5,500,283,462.51                                          7,355,072,550.98 
1997                                                7,312,725,218.93                                       11,247,426,964.66 
1998                                                7,479,917,122.96                                       16,245,066,718.04 
1999                                             43,815,659,235.04                                       21,253,535,155.43 
2000                                             66,462,755,588.94                                       79,023,659,556.35 
2001                                           119,893,950,031.06                                     130,676,178,885.93 
2002                                           287,481,770,656.30                                     343,165,028,882.93 
2003                                        1,067,534,273,557.24                                  1,096,165,153,999.31 
2004                                        3,911,213,833,152.54                                  4,425,171,429,516.31 
2005                                      46,372,191,351,584.30                                47,886,119,668,159.40 
2006                                      26,565,327,474,951.00                                40,501,170,027,890.20 
2007                                3,633,216,480,619,530.00                          3,380,660,518,654,870.00 
2008       27,545,861,632,212,100,000,000,000.00      625,604,101,114,456,000,000,000.00 

Total     27,545,861,635,923,800,000,000,000.00    625,604,104,589,634,000,000,000.00 

Insurance and Pension funds Assets as per financial statements (1996 to 2008)
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453. The proportions of insurance and pension assets illustrated in the 
Table above were as follows:- 

 

 
Source: Computed from Submissions by the Industry 
 
454. Graphically, the above proportions are depicted as shown in the 

graph below:- 
 

 
 Source: Plotted from the above table 
 
455. Given that in Zimbabwe pension participation is normally a 

condition of employment, pension liabilities are expected to be 
higher than insurance liabilities because of the voluntary nature of 
insurance. Where liabilities are funded, pension assets should be 
higher than insurance assets. However, owing to data integrity 
challenges, the proportions reflect a mixed trend. The next Table 
shows the breakdown of insurance and pension fund assets for the 
post-dollarisation period in US$. 

 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Insurance assets % of total assets 43% 39% 32% 67% 46% 48% 46% 49% 47% 49% 40% 52% 98%
Pension assets % of total assets 57% 61% 68% 33% 54% 52% 54% 51% 53% 51% 60% 48% 2%
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Source: Financial Statements. 
 
456. The Table below shows the proportion of insurance and pension 

assets as a percentage of total assets during the post-dollarisation 
period of 2009 to 2014:- 

 

 
Source: Computed from the Breakdown of Insurance and Pension fund Assets 

 
457. The above asset values include those of NSSA’s National Pension 

Scheme classified under pension and the Workers’ Compensation 
Insurance Fund under insurance. Assets for general insurance 
business and reinsurance were not included for as the institutions 
were not investigated. 

 
Proportion of Insurance and Pension Fund Assets (1996 to 
2014) 

 
458. The graph below shows the proportions of insurance and pension 

assets to total industry assets over the investigation period of 1996 
to 2014:- 

 

Year Pension Assets Insurance Assets Total
2009 1,782,906,882        929,891,273             2,712,798,156          
2010 2,079,408,289        1,101,431,141          3,180,839,429          
2011 2,317,059,080        1,228,075,924          3,545,135,004          
2012 2,781,483,022        1,439,999,146          4,221,482,168          
2013 3,274,436,964        1,635,288,350          4,909,725,314          
2014 3,373,272,847        1,620,040,033          4,993,312,880          

Industry Total Assets (Excluding Short-Term and Reinsurance)

Year Insurance Pension
2009 34% 66%
2010 35% 65%
2011 35% 65%
2012 34% 66%
2013 33% 67%
2014 32% 68%

Proportion of insurance and pension assets as a % of total assets
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 Source: Plotted from the above Table 
 
459. As indicated above, there was a rapid change in the proportions of 

insurance and pension fund assets from 98% for insurance against 
2% for pension funds in 2008 to 34% and 66% respectively in 
2009, following the dollarisation of the economy in 2009. The use 
of historical cost accounting for pension fund assets could explain 
the drastic fall in the proportion of pension fund assets during the 
period 2006 to 2008. However, the mixed trends in proportions of 
the assets, particularly for the period 2000 to 2008, could also be 
explained by the poor quality data supplied to the Commission with 
regard to the separation of insurance and pension fund assets. 

 
Breakdown of Assets by Institution in each Class of Business 

 
460. The Table below illustrates insurance assets held by life 

companies, including funeral assurance and NSSA’s WCIF. 
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Source: Calculated from Financial Statements. 
 
461. During the post-dollarisation period (2009 to 2014), the top 

insurance companies in terms of assets supporting insurance 
business line were Old Mutual (82%), followed by Nyaradzo Life 
(9%), Fidelity Life (3%), ZB Life (3%), First Mutual (2%) and Zimnat 
(1%).  

 
462. The top funeral assurance companies during the period 2009 to 

2014 in terms of assets were; Doves (38%) followed by Moonlight 
(26%), First Funeral (11%), Foundation and Ruvimbo (each 6%). 

 
Breakdown of Pension Assets 

 
463. The Table below illustrates pension fund assets (including NSSA) 

by institution for the period 2009 to 2014 in US$.  
 

2009 2010 2011 2012 2013 2014
Life Assurers
Evolution Health & Life Assurance 359,204        1,362,096        2,894,681        2,879,872        2,969,664        2,938,740        
Fidelity Life Assurance 11,715,722   15,786,119      23,419,416      34,388,282      46,041,877      71,599,300      
First Mutual Life Assurance 6,329,212     12,540,229      20,515,485      26,441,015      23,814,837      29,566,793      
Heritage Life Assurance 336,743        539,396           620,711           2,396,518        2,766,601        3,024,855        
Old Mutual Life Assurance 720,316,449 835,873,915    852,944,121    983,746,076    1,151,885,715 1,092,073,638 
ZB Life Assurance 21,494,103   23,499,161      29,512,603      28,148,124      48,359,754      47,571,357      
Zimnat Life Assurance  17,533,428   5,544,457        11,003,789      11,716,297      15,460,347      17,299,360      
Nyaradzo Funeral Assurance 86,548,329   107,967,248    129,118,643    152,923,361    79,200,909      76,141,424      
Econet Life -                -                   -                   -                   -                   2,459,056        
Sub-Total 864,633,190 1,003,112,621 1,070,029,449 1,242,639,545 1,370,499,705 1,342,674,523 

Funeral Assurers
Cell Funeral Assurace 927,549        910,958           1,709,421        1,344,156        1,315,683        1,218,032        
Doves Funeral Assurance  3,423,206     5,711,340        10,031,158      11,715,909      14,120,312      16,731,473      
First Funeral Assurance 681,928        1,177,587        2,079,059        3,215,825        5,658,325        7,317,606        
Foundation Mutual Society 880,439        983,447           1,318,364        1,585,813        2,021,687        2,055,483        
Moonlight Funeral Assurance 2,540,000     5,690,000        7,416,121        6,788,000        7,984,500        10,085,851      
Ruvimbo Funeral Assurance 608,481        1,192,918        1,245,952        1,657,914        2,172,322        2,256,383        
Passion Funeral Assurance -                350,246           287,542           892,419           1,419,623        1,169,852        
Sunset Funeral Assurance 373,167        -                   -                   1,050,087        94,460             1,710,349        
Vineyard Funeral Assurance 243,335        509,972           626,236           721,679           1,642,854        1,659,900        
Sub-Total 9,678,105     16,526,468      24,713,853      28,971,802      36,429,766      44,204,929      

NSSA WCIF 55,579,978   81,792,052      133,332,622    168,387,799    228,358,879    233,160,582    

GRAND TOTAL 929,891,273 1,101,431,141 1,228,075,924 1,439,999,146 1,635,288,350 1,620,040,033 

Insurance Assets : Breakdown By Institution In Each Class Of Business :2009 -2014
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Source: Calculated from Financial Statements 
 
464. Total assets supporting pension liabilities grew by 53% from 

US$1.783 billion in 2009 to US$3.373 in December 2014. The 
growth was largely on account of revaluation of assets, property 
and equity portfolios. As at December 2014, Old Mutual held the 
largest value of assets supporting pension liabilities at 28%, 
followed by NSSA’s National Pension Scheme at 21%, and NRZ 
Pension Fund ranking third at 13%.  

 
465. During the period 2009 to 2014, the assets held by stand-alone 

pension funds were US$1.14 billion, compared to US$1.13 billion 
held by insurance companies. Pension funds’ assets under 
management by pension fund administrators were US$392.3 
million. However, the assets reported by Comarton Consultants 
were very low considering the number and sizes of pension funds 

2009 2010 2011 2012 2013 2014
Life Assurers
Fidelity Life Assurance 4,152,547            6,101,329            10,337,373         13,101,617         17,231,386         20,292,912         
First Mutual Life Assurance 25,166,916         28,161,327         38,110,564         54,720,940         89,164,405         110,748,871       
Heritage Life Assurance 329,979               239,801               578,042               573,765               623,308               1,945,000            
Old Mutual Life Assurance 660,953,908       752,044,675       722,005,882       832,721,528       1,012,634,944   940,666,206       
ZB Life Assurance 9,831,786            13,708,297         15,888,513         15,143,404         18,392,046         23,062,471         
Zimnat Life Assurance 13,118,511         15,440,629         19,707,036         24,631,166         31,338,076         35,115,027         
Sub-Total 713,553,648       815,696,058       806,627,409       940,892,419       1,169,384,166   1,131,830,487   

-                                                                 
Pension Fund Administrators 
Comarton Consultants 36,316,106         25,733,083         24,219,778         40,088,759         36,958,511         27,722,087         
Minerva Benefits Consulting 84,227,145         85,898,755         128,040,825       152,729,332       196,081,137       205,872,530       
Marsh Employee Benefits 89,554,069         94,606,467         106,055,166       123,074,053       165,672,469       159,011,937       
Sub-Total 210,097,320       206,238,305       258,315,769       315,892,144       398,712,117       392,606,554       

-                                                                 
Self Administered Pension Funds
Catering Industry Defined Benefit 8,671,378            9,024,405            10,220,325         11,440,769         13,295,591         14,512,189         

 Communictions and Allied 
Industries Pension Fund 58,861,702         68,451,743         76,751,273         88,224,438         99,899,933         109,245,681       
Clothing Industries Pension Fund 12,841,031         13,929,028         16,685,510         31,610,776         18,352,727         18,832,010         
Construction Industry Pension Fund 17,267,166         13,959,052         15,994,181         19,816,852         22,795,419         27,387,818         
GMB Pension Fund 1,977,988            2,867,656            4,008,964            5,928,599            9,745,483            11,611,212         
Local Authorities Pension Fund 86,548,329         107,967,248       129,118,643       152,923,361       178,728,662       207,138,471       
Mining Industry Pension Fund 58,673,166         70,688,509         83,169,910         93,580,396         101,385,408       105,857,561       
Motor Industry Pension Fund 12,679,288         15,777,512         18,796,034         23,914,480         30,627,404         33,985,835         
NRZ Pension Fund 291,135,682       326,370,475       364,491,249       426,004,988       444,195,749       431,083,003       
Unified Councils Pension Fund 4,045,505            7,306,078            7,756,530            10,163,745         13,206,151         23,192,893         
ZB Holdings Group Pension Fund 7,293,709            8,334,794            10,063,295         13,090,266         16,103,443         17,640,704         
ZESA Pension Fund 20,228,993         20,082,565         20,812,773         32,338,416         35,704,478         37,074,760         
Zimbabwe Electricity Industry Pension Fund6,357,272            14,305,247         26,964,812         46,303,791         68,405,208         92,031,811         
Zimpapers Pension Fund 4,911,042            5,703,493            6,574,154            7,217,646            7,944,048            8,191,970            
ZMDC Pension Fund 2,733,987            3,175,914            3,360,552            3,584,781            4,626,980            4,839,793            
Sub-Total 594,226,238       687,943,719       794,768,205       966,143,304       1,065,016,684   1,142,625,711   

NSSA NPS 265,029,677       369,530,207       457,347,697       558,555,155       641,323,997       706,210,095       
-                                                                 

GRAND TOTAL 1,782,906,882   2,079,408,289   2,317,059,080   2,781,483,022   3,274,436,964   3,373,272,847   

Pension Assets : Breakdown By Institution In Each Class Of Business :2009 -2014
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under its management (e.g. Fintrust Pension Fund). The asset 
progression for Comarton Consultants is not consistent with the 
trend demonstrated by similar companies such as Marsh 
Employee Benefits and Minerva Benefits. 

 
Breakdown of Assets by Investment Class 

 
466. The total assets were analysed in five classes namely, (i) 

properties (ii) listed equity (iii) unlisted equity (iv) bonds and (v) 
money-market. Administrative assets such as furniture and motor 
vehicles were not considered for pension business and life 
business, but were considered for the funeral assurance business 
as they constitute the core of the income-generating assets for the 
latter.  

 
467. Asset breakdown by class of investments for the period prior to 

dollarisation is shown in Annexure 5. The Table below illustrates 
the break-down of insurance and pension fund assets by class of 
business during the post-dollarisation period of 2009 to 2014 in 
US$:- 

 

 
Source: Computed from Industry Submissions 
 
468. The proportions of assets by investment class for the investigation 

period are depicted in the Table below:- 
 

 
Source: Calculated from Data from Valuation Reports. 
 
469. The proportions of investments in each asset class should reflect 

the general investment strategy adopted by the industry over the 
years. The choice of investment class should ideally match the 
liability profile of the investing institutions, as informed by the 
investment policy statements. For instance, property and equity 

2009 2010 2011 2012 2013 2014
PROPERTY 943,851,240           1,033,102,219        1,135,655,326        1,326,233,718        1,442,825,817        1,494,399,247        
LISTED EQUITY 2,624,900,434        2,622,612,193        2,646,239,701        2,591,177,031        3,416,148,892        2,785,467,054        
UNLISTED EQUITY 31,077,784              36,573,825              39,371,480              84,626,767              110,729,323           104,289,047           
MONEY MARKET 82,628,863              255,619,421           366,361,555           404,967,216           488,303,327           515,080,730           
BONDS 8,674,134                38,574,301              39,180,210              83,703,681              117,293,994           174,582,592           

Post Dollarisation Asset Allocation

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
PROPERTY 12% 5% 5% 4% 3% 2% 2% 2% 0% 0% 0% 52% 82% 26% 26% 27% 30% 26% 29%
LISTED EQUITY 65% 86% 81% 89% 88% 95% 97% 98% 100% 100% 100% 23% 18% 71% 66% 63% 58% 61% 55%
UNLISTED EQUITY 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 15% 0% 1% 1% 1% 2% 2% 2%
MONEY MARKET 5% 4% 7% 4% 6% 2% 1% 0% 0% 0% 0% 10% 0% 2% 6% 9% 9% 9% 10%
BONDS 18% 5% 5% 3% 3% 1% 1% 0% 0% 0% 0% 0% 0% 0% 1% 1% 2% 2% 3%

Asset Allocation: Using Valuation Reports 1996 - 2004
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investments would typically match the liabilities associated with 
younger contributors and policyholders, whilst stable and 
predictable investments such as bonds and money market 
investments would typically match liabilities associated with 
pension contributors nearing retirement, as well as life insurance 
policies nearing maturity.  

 
470. The following Graph shows the industry trends in asset 

allocations:- 
 

 
Source: Derived from data submitted by industry players. 

 
Analysis of Asset Values in Each Asset Class 

 
Listed Equities 

 
471. Investments in listed equities averaged 80% of the total assets 

over the period 1996 to 2008 as depicted in the Graph below:- 
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Source: Derived from data submitted by industry players 

 
472. The very high proportion of investments in listed equities in the pre-

dollarisation period was informed by the distortions emanating 
from the historical cost accounting by some players, which 
undermined the real values under the prevailing inflationary 
environment. It, therefore, explains why the significant property 
portfolio for the industry valued at US$944 million at dollarisation 
had been dwarfed through historical cost accounting during the 
pre-dollarisation period. 

 
473. Although the industry took a deliberate strategy to hedge 

contributions and premiums by investing on the stock exchange, 
this could not, on its own, explain the 100% exposure to equity 
during the period 2004 to 2007. 

 
474. The proportion of equity investments as a percentage of total 

assets was at its lowest (18%) in 2008, due to the closure of the 
ZSE in November 2008, which reopened on 17 February 2009. 
Upon the reopening of the ZSE in February 2009, the market had 
to undergo a process of price discovery, resulting in the proper 
reflection of the proportionate asset allocation (refer to annexure 
5B on listed equity investments). 

 
Bonds 

 
475. Investments in bonds were at their peak at 18% in 1996 and 

drastically fell to 0% in 2003 to 2008 (refer to Annexure 5E on 
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schedules of investments in bonds by each investigated institution 
during the investigation period). During the post-dollarisation period 
of 2009 to 2014, the proportion averaged around 1% as indicated in 
the Graph below:-  

 

 
Source: Derived from data Submitted by Industry Players. 

 
476. The negative real returns on the bonds yields on account of high 

inflation dissuaded investments into this asset class from 2003 to 
2008. As a result, the industry opted to hedge against the adverse 
impact of inflation by investing in other asset classes such as 
equities and property. 
 

477. The Tables below illustrate real returns on Treasury Bills during 
the pre-dollarisation period 1996 to 2008:- 
 

 
Source: Computed from RBZ interest rates and Zimstat inflation figures 

 
478. The Graph below shows the negative real returns on bonds, 

particularly, during the period 2001 to 2008:- 
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Source: Computed from the above table 
 

479. As a result of the negative real return on bonds, there was a 
general dearth of new bond issuances during the period 2000 to 
2009 as shown in the schedules in Annexure 5E. In addition, 
currency de-basing also wiped out the negligible nominal 
investment amounts in bonds that had remained up to 2006.  

 
Money-Market 

 
480. During the pre-dollarisation period (1996 to 2008), investments in 

the money-market were low due to the need to match assets and 
liabilities as well as to minimise exposure to negative real returns. 
The table below and the corresponding Graph show the negative 
real returns on money market investments:- 
 

Source: Computed from RBZ interest rates and Zimstat inflation 
figures 
 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Inflation (YOY) 16.40% 20.10% 46.60% 56.90% 55.20% 112.10% 198.90% 598.70% 132.70% 585.80% 1281.10% 66212.30% 231150889.40%
90-day Deposit Rate 19.30% 32.50% 40.30% 69.00% 62.00% 26.00% 35.00% 350.00% 100.00% 340.00% 500.00% 250.00% 250.00%
Real Interest Rates - 90 day Deposits 2.49% 10.32% -4.30% 7.71% 4.38% -40.59% -54.83% -35.59% -14.05% -35.84% -56.56% -99.47% -100.00%

REAL INTEREST RATES ON MONEY MARKET (1996 TO 2008)
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Source: Plotted from the above Table  
 

481.  The proportions of money market investments to total assets 
would have been lower had property investments been accounted 
for at market value rather than at historical cost. The Graph below 
shows the trajectory of money market investments by the 
insurance and pension industry during investigation period:- 

 

 
Source: Derived from data submitted by industry players 

 
482. The proportion of money-market assets to total assets averaged 

3% for the period 1996 to 2006, peaking at 10% in 2007. Post-
dollarisation (2009 to 2014), money-market investments averaged 
9% of total assets (refer to Annexure 5C for detailed money market 
by each investigated institution). 
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Property 
 
483. All properties acquired, constructed and disposed of by significant 

players in the industry during the investigation period are in 
Annexure 5A. Investment in property as a percentage of total 
assets averaged 13% between 1996 and 2008 on account of 
historical cost accounting basis. It rose to an average of 27% in the 
post-dollarisation period of up to 2014 as shown in the Graph 
below:- 

 

Source: Derived from Data Submitted by Industry Players 

 
484. The property values in the pre-dollarisation period were depressed 

owing to the practice of reporting assets at historical cost by 
pension funds, resulting in unrealistically low proportions. The 
spike in 2008, at 82% was on account of the closure of the 
Zimbabwe Stock Exchange in November 2008 which saw equity 
prices stagnating when inflation was galloping. 

 
485. In the post-dollarisation period, all assets were revalued in US$ 

and the proportion of property investments rose to an average of 
27% over the period 2009 to 2014. Properties were the second 
preferred investment class during both phases of pre- and post-
dollarisation.  

 
Unlisted Equities 

 
486. Investments in unlisted equities averaged 1% of total assets over 

the period 1996 to 2015. The investments were largely in 
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subsidiaries of insurance companies and, in some instances, 
equity in unrelated businesses. It is important to note that in the 
absence of valuation guidance, institutions resorted to mainly net 
asset valuation for unlisted equities. This tended to subdue the 
valuation of unlisted equities relative to their listed peers (refer to 
Annexure 5D for detailed schedules of unlisted equities by all 
investigated institutions). 

 
487. The Commission noted, however, the opaqueness in terms of 

accounting for the unlisted equities where inadequate information 
was availed with regard to the exact shareholding and valuation 
methodologies for the equities. For instance, ZB Life (formerly 
Southerhampton) had invested in farming through Checkweighers 
Farmers (Pvt) Ltd at Sholliver farm in Banket. However, they 
submitted that the investments disappeared through disturbances 
during the land reform in the early 2000s.  

 
488. The Table below illustrates values of some unlisted equity 

investments by selected institutions:- 
 
Institution Unlisted equity investments Value declared to 

the Commission 
as at 2014 

ZB Life 1. Original Investments Ltd (42%) 
2. Mashonaland Holdings Ltd (30%) 
3. South Medical Chitungwiza Hospital 

Property (26.64%) 
4. Intermarket Properties Cinema (100%) 
5. Cityside Investments (60%) 
6. Assaculz Investments (100%) 
7. ZB Building Society (16.33%) 
8. Finsure Investments (12.35%) 
9. Twirlton Investments (26%) 

   
US$5,698,902.18  

 
 
 
 
 

First Mutual 1. Tristar Insurance Ltd (11%) 
2. FMRE Life & Health (Private) Ltd 

(19.9%) 

US 2,507,491.35  
 

NSSA 3. Altfin 
4. Africom Continental 
5. Africom Holdings 
6. Biri Dam 
7. Chengetedzai 
8. Capital Bank 
9. Dubury  
10. Interfin Merchant Bank 
11. Interfin Securities 

US$43,595,245.80 
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Institution Unlisted equity investments Value declared to 
the Commission 

as at 2014 
12. Interfin Financial Services 
13. National Discount House 
14. National Building Society 
15. Randalls Holding 
16. Sare 
17. ZBS 
 

 
489. Notwithstanding First Mutual’s submission that all pension funds 

were held in Pearl Property as shares, the group structure of FML 
Holdings does not reflect the FML Assurance shareholding in Pearl 
Properties. 

 
490. The following subsidiaries of First Mutual Holdings, in which First 

Mutual Life Assurance belongs, had the following subsidiaries as 
at December 2014:- 

 
a) Tristar Insurance Company (88.48%)  
b) FMRE Life and Health (100%)  
c) FMRE Property & Casualty (Pty) Ltd – Botswana (100%). 
d) Pearl Properties (2006) Ltd (56.52%). 
e) First Mutual Health (Pvt) Ltd (80%) 
f) First Mutual Wealth Management (Pvt) Ltd (100%). 
g) African Actuarial Consultants (Pvt) Ltd (100%). 
h) Rainbow Tourism Group (19.9%). 

 
491. It is also inconceivable that First Mutual Life’s only subsidiaries are 

Tristar Insurance (11%) and FMRE Life and Health (19.9%), 
considering that First Mutual Holdings was a vehicle set up after 
the de-mutualisation of First Mutual Life to oversee the operations 
of the post-mutual First Mutual Life. Thus, there is need for 
enhanced regulatory scrutiny in the post-inquiry reforms to ensure 
transparency and accountability of life companies, as well as, 
pension fund’s unlisted equity investments. The need for 
consolidated supervision of such complicated group structures of 
insurance companies is highly recommended. 
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FINDINGS UNDER ToR (ii) 
 

Interpretation of Old and New Generation Assets 
 
492. The Commission’s review of literature established that the terms 

“new and old generation assets’’ were not common in the 
insurance and pension industry. The Commission interpreted this 
term of reference as having been informed by the general 
concerns of Zimbabwe pension fund members, pensioners and 
insurance policyholders over loss of value from an inter-
generational equity point of view. 

 
493. The terms ‘Old Generation’ and ‘New Generation’ came about in 

reference to the paradoxical circumstances in which short-serving 
members of pension and insurance funds became entitled to 
higher benefits than longer-serving members. These 
circumstances came about as a result of the inconsistent methods 
used by insurance companies and pension funds to calculate 
benefits in both the pre- and post-dollarisation period. In addition, 
the paradox was compounded by the absence of effective inflation 
indexation of premiums, contributions and benefits.  

 
494. Inasmuch as most policyholders and pensioners were prejudiced 

on account of the absence of indexation to inflation during the pre-
dollarisation period and currency de-basing, the monetary illusion 
arising from the abnormally high ZW$ nominal figures impaired  
their ability to quantify the real value of loss. The real loss only 
became quantifiable post-dollarisation.  

 
495. As a result, accumulated contributions of long serving members 

were low in nominal terms and, in most circumstances, reducing to 
zero on account of high inflation and currency de-basing. The 
absence of indexation meant that amounts contributed earlier lost 
value compared to later contributions. 

 
496. In the case of defined benefit (DB) schemes, pension members’ 

ZW$ earnings used in calculating DB benefits could not keep up 
with inflation and lost value in real terms. Upon dollarisation, the 
US$ asset allocation for a given pensioner, policyholder or pension 
fund member was calculated as a proportion of total US$ assets 
backing the individual member’s proportionate ZW$ liabilities. The 
flaws of the conversion methods and processes are discussed fully 
in Chapter 6. 
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497. Thus, in most cases, ex gratia amounts largely below $100 were 
paid as full and final settlement, especially for insurance 
policyholders. On account of the above paradox, an inter-
generational distinction emerged between those long-serving 
members that contributed during the years of general macro-
economic stability and the shorter serving members that 
contributed during the period of economic instability.  

 
498. For the purposes of investigating the progression of asset values 

over the investigation period, the Commission demarcated the 
investigation period in accordance with three structural breaks in 
inflation trends as discussed below. The three structural breaks 
were loosely interpreted as representative of the three generations 
existing in the pension and insurance industries in Zimbabwe over 
the investigation period.  

 
499. Inflation was generally high in Zimbabwe since the 1990s, with 

annual inflation averaging 26% between January 1991 and 
December 1998. The period prior to December 1998 was identified 
as relatively stable and considered as the “first generation”.  

 
500. By February 1999 annual inflation hit 50% per annum and 

remained generally high thereafter, culminating into the hyper-
inflationary mode from March 2007 to February 2009. The 
Commission considered February 1999 to February 2009 as the 
decade of macro-economic instability and considered it as the 
“second generation”.  

 
501. The adoption of the multiple-currency regime since 2009 marked 

the period of general macro-economic stability, hence, the period 
2009 and 2014 was considered as the “third generation”. Whilst an 
attempt was made to come up with three distinct generations, in 
practice there were pension contributors and insurance 
policyholders who straddled across the three generations. 
Therefore, these contributors have a share of assets they built up 
in the three distinct generations. The Commission, therefore, 
resorted to identifying assets that were built up in each of the 
identified generations. 

 
502. For the purposes of establishing the asset values in the three 

generations, the Commission used values from the valuation 
reports, as they provided a reasonably fair value of pension assets 
under the high inflation environment when compared to financial 
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statements. As earlier stated, the figures provided by institutions 
under investigation had inconsistencies in that players accounted 
for the asset values differently owing to lack of standardised 
reporting. 

 
503. The next sections discuss the evolution of total insurance and 

pension assets in Zimbabwe over the three “generations”. 
 

First Generation Assets (Up to December 1998) 
 
504. The assets acquired by the industry up to December 1998 were 

computed as follows:- 
 

Total Assets (ZW$) Total Assets in US$ 
(Official Rate) 

138,841,895,681  3,727,299,212.92 
Source: Computed from Industry Submissions 

 
505. The Commission used the official exchange rate to convert ZW$ 

asset values for 1998 to their US$ equivalence. The choice of the 
official exchange rate was informed by the fact that the macro-
economic environment was relatively stable, with only the official 
exchange rate prevailing during the period. By this premise, 
therefore, the assets build-up by insurance companies and 
pension funds for the first generation contributors (prior to 
December 1998) was US$3.7 billion. This was a reduction from the 
1996 total asset value of US$5.13 billion as per valuation reports. 

 
Second Generation Assets (1999 to 2008) 

 
506. In the process of determining the second generation (1999 to 

2008) assets, the Commission encountered serious problems of 
data inconsistency and inaccuracies particularly for the years 2006 
to 2008 which saw several institutions failing to produce financials 
and valuation reports. This was due to hyper-inflation, lack of 
standardised reporting, currency de-basing, and staff exodus, 
among others. 

 
507. In addition, the Regulator could equally not produce annual reports 

for the period 2001 to 2003 and 2006 to 2008. Thus, the 
Commission had no recourse to a credible secondary source of 
asset data to determine the second generation assets. 
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508. An attempt to convert the ZW$ provided asset figures for 2008 to 
US$ at any of the then prevailing exchange rates resulted in 
abnormally high asset values of US$12.2 quintillion and US$1.2 
trillion at the official rate and the UN rate respectively. These 
figures are unrealistic and irreconcilable to realities in the local 
insurance and pension industry. 

 
509. In order to circumvent this challenge of such misleading asset 

values but still coming up with the assets for the second 
generation, the Commission used a deductive approach. 

 
510. This entailed calculating the inflows (premiums and contributions) 

into the industry during the period 2009 to 2014 using information 
from the financial statements submitted by the industry. These net 
inflows were assumed to have contributed to the build-up of assets 
in the industry during the first six years of dollarisation.  

 
511. The Table below shows the accumulation of net inflows into the 

industry towards asset build-up during the period 2009 to 2014. 
 

 
 Source: Calculated from the Industry’s Financial Statements 

 
512. The final cumulative net total asset build up for the period 2009 to 

2014 was calculated as the sum of the annual net cash inflows i.e. 
contributions, plus investment returns, less expenses and benefits 
paid. Thus, the cumulative total net assets build-up in the third 
generation period was US$1.27 billion.  
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513. Using a deductive approach, assets as at December 2008 were 
computed as the difference between the 2014 closing asset values 
less the cumulative net assets for 2009 to 2014 as follows:- 

 
2014 Total Asset Value US$5,082,070,054.29 
Net assets accumulated (2009-14) US$1,269,418,720.42 
Inferred 2008 assets closing balance US$3,812,651,333.87 

 
514. Using the above deductive approach, assets that survived hyper-

inflation and crossed over to the dollarisation period were, 
therefore, US$3.8 billion in December 2008. This figure compares 
well with the 2009 total asset value of US$3.7 billion as per the 
industry’s valuation reports. 

 
515. The net assets attributed to the second generation were, therefore, 

US$100 million, being the difference between the closing balance 
as at December 2008 and the closing balance as at December 
1999. 

 
516. In all fairness, it is inconceivable that the entire Zimbabwe 

insurance and pension industry could have generated only 
US$100 million over a 10 year period of 1999 to 2008.  This is in 
consideration of the fact that total contributions received by the life 
companies, NSSA and pension funds were averaging US$280 
million per annum during the period 1996 to 2000. In the post-
dollarisation period, total contributions and premiums averaged 
US$1 billion per annum over the period 2012 to 2014. 

 
517. It should also be noted, however, that money-market and bond 

investments over the second generation period could not survive 
the scourge of hyper-inflation. That said, the proportions of 
investments in these asset classes were not significant enough to 
justify the net asset value of US$100 having been created in 10 
years. 

 
518. As noted earlier, the Commission’s attempt to conduct an asset 

reconciliation for this period as a way of determining the actual 
assets that were generated or lost was futile owing to the data 
integrity challenges. 

 
519. Notwithstanding the high inflation environment that limited the 

industry’s ability to deploy contributions and premiums into assets 
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timeously, the Commission is of the view that more value could 
have been lost through the following:- 

 
a) abnormally high administration and other expenses which 

could be akin to those witnessed during the first 6 years of 
dollarisation that averaged 81% of contributions and 
premiums. 

 
b) asset stripping could have been motivated by the desire to 

transfer value from policyholders to shareholders through 
nefarious schemes such as externalisation and failed non-
core investments. This is evident in the group structures of 
some insurance companies where the asset shareholdings 
attributable to policyholders and pensioners are very 
negligible relative to those of shareholders.  

 
Third Generation Assets (2009 to 2014) 

 
520. Net assets build-up in the post-dollarisation period of were 

US$1.27 billion. 
 

Summary of Assets Acquired in Each Generation 
 

 1st Generation 
(prior to 1998) 

2nd Generation 
(1999 to 2008) 

3rd Generation 
(2009 to 2014) 

Amount (US$) 3.7 billion 100 million 1.27 billion 
 
FINDINGS UNDER TERM OF REFERENCE (vii) ON ORPHAN 
ASSETS 
 

Meaning of Orphan Assets 
 
521. Orphan assets are undistributed assets which accumulate and 

remain in a with-profits fund of a life insurance company after 
meeting all the obligations to policyholders, including their 
reasonable benefit expectations, and the solvency and minimum 
capital requirements according to the regulations. They arise from 
smoothing reserves upon exit by a participating member or non-
distribution of profits. 

 
522. A life insurance company can have more than one with-profits fund 

and the profit distribution differs from fund to fund and profit sharing 
is done according to defined rules. The rules normally preclude 
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shareholder access to ‘surplus’ assets unless it is accompanied by 
a distribution to the policyholders.  

 
523. Orphan assets arise because in the process of sharing assets 

between policyholders and shareholders, shareholders’ rights are 
held in perpetuity while policyholder rights exist only while the 
policy still remains in force.   

 
524. The difference between the asset-shares and the benefits paid to 

the policyholders thus accumulate as orphan assets in the with-
profits fund.  

 

Orphan Assets in Zimbabwe 
 
525. As discussed above, orphan assets arise from with-profit bonus 

declarations. The Commission observed that life insurance 
companies have been issuing with-profit policies dating back to the 
1960s. For instance, the following institutions issued with-profit 
policies as indicated in the Tables below:- 
 

 

 
Source: ZB Life Submissions to the Commission 

 
526. As indicated above, ZB Life, which took over business from 

Southampton, issued with-profit policies dating back as far as 
1929. Most of the policies were unilaterally terminated around 
2007. 

 

Product Description Generic Product Type Date Oldest Policy Issued Termination Date
With Profits Whole Life with limited premium paying term Whole Life 1-Apr-1929 Oct-07
With Profits Whole Life Whole Life 1-Aug-1941 2004
With Profits Endowment Endowment 1-Feb-1944 Oct-07
With Profits Whole Life with limited premium paying term Whole Life 1-Jun-1955 2004
With Profits Endowment Endowment 1-Aug-1956 2004
With Profits Endowment Endowment 1-Aug-1961 Jun-05
With Profits Whole Life Whole Life 1-Sep-1962 Oct-07
With Profits Whole Life with limited premium paying term Whole Life 1-Jul-1966 Oct-07
Rholink Endowment Endowment 1-Feb-1967 2005
With Profits Endowment Endowment 1-Jul-1969 Oct-07
With Profits Whole Life Whole Life 1-Aug-1969 Oct-07

A sample of ZB Life's With- Profit Policies
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527. In addition, First Mutual issued with-profit policies as shown in the 
Table below:- 

 

 
Source: First Mutual Submissions to the Commission 
 
528. First Mutual Life took over businesses of insurance firms namely 

Colonial Life, Prudential, Pearl and Norwich Union Life. The with-
profit policies date back to 1900. The majority of these policies 
were unilaterally terminated in 1999 as First Mutual considered the 
products unsuitable for the inflationary environment. However, the 
Commission was of the view that the product could have been 

Product Name Launch Date Termination Date Reason for product Termination
COL- With Profits  Pure Endowment Assurance       01/07/1950 1999 Product unsuitable in hyperinflationary environment
COL- With Profits Endowment Assurance             01/08/1948 1999 Product unsuitable in hyperinflationary environment
COL- With Profits Retirement Annuity Non Life Cover 01/04/1971 1999 Product unsuitable in hyperinflationary environment
COL- With Profits Whole Life Assurance Limited Premiums                    01/08/1931 1999 Product unsuitable in hyperinflationary environment
COL- Without Profits Endowment Assurance          01/08/1962 1999 Product unsuitable in hyperinflationary environment
FML - With Profits Retirement Annuity Endowment   01/10/1989 2005 Product unsuitable in hyperinflationary environment
FML - With Profits Retirement Annuity Pure Endowment                       01/08/2000 2005 Product unsuitable in hyperinflationary environment
FML- With-Profits Special Whole Life              01/08/1986 2005 Product unsuitable in hyperinflationary environment
FML-With Profits Endowment Assurance              01/05/1966 2005 Product unsuitable in hyperinflationary environment
FML-With Profits Whole Life Assurance             01/11/1989 2005 Product unsuitable in hyperinflationary environment
NOR- With Profits Endowment First Series          01/05/1943 1999 Product unsuitable in hyperinflationary environment
NOR- With Profits Endowment Second Series         01/01/1964 1999 Product unsuitable in hyperinflationary environment
NOR- With Profits Endowment Second Series         01/11/1952 1999 Product unsuitable in hyperinflationary environment
NOR-With Profits Whole Life Unlimited Premiums Second Series               01/01/1900 1999 Product unsuitable in hyperinflationary environment
PEL- With Profits Endowment First Series          01/02/1973 1999 Product unsuitable in hyperinflationary environment
PEL- With Profits Endowment Second Series         01/04/1955 1999 Product unsuitable in hyperinflationary environment
PEL- With Profits Pure Endowment First Series     01/08/1958 1999 Product unsuitable in hyperinflationary environment
PEL- With Profits Pure Endowment Second Series    01/04/1973 1999 Product unsuitable in hyperinflationary environment
PEL- With Profits Whole Life Unlimited Premiums First Series               01/06/1956 1999 Product unsuitable in hyperinflationary environment
PRU- With Profits Endowment First Series          01/01/1979 1999 Product unsuitable in hyperinflationary environment
PRU- With Profits Endowment Second Series         01/10/1975 1999 Product unsuitable in hyperinflationary environment
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ideal for policyholders in an inflationary environment. Furthermore, 
there was no hyperinflation in 1999. 

 
529. Old Mutual also issued a number of with-profit policies as indicated 

on the Table below:- 
 

 
Source: Old Mutual’s submissions to the Commission 
 
530. The Commission requested every life company to provide the 

following  information with regard to with-profit policies:- 
 

a) membership of each with-profit policy and assets supporting 
liabilities under the respective policy; 
  

b) profits made on each product; 
 

c) bonus declarations for both shareholders and policyholders 
during the investigation period of 1996 to 2014; 
 

d) the split between shareholder and policyholder funds; 
 

e) smoothing reserves (orphan assets) with respect to each 
product. 

 
531. The Commission established the following with respect to the 

above request for information from life insurance companies:- 
 

a) Old Mutual failed to quantify orphan assets in respect of all the 
with-profit policies; 
 

b) First Mutual, ZB Life and Fidelity Life could not provide any of 
the requested information that would have enabled 
quantification of orphan assets; 

ProductName Luanch Date Date of supending new policies
Reversionary Bonus - Retirement Annuity 1962 1994
Reversionary Bonus - Whole Life 1923 1994
Reversionary Bonus - Endowment 1948 1994
Performance Profits Retirement Annuity 1994 2003
Performance Profits Endowment 1994 2003

A Sample of Old Mutual Life Assurance's With-Profit Policies
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c) Zimnat Life provided bonuses declared under the IL Old 
Conventional Policy and the Whole Life with-profit policies for 
both the pre- and post-dollarisation periods. However, the 
institution could not provide the smoothing reserve 
accumulation over the investigation period, thus making it 
impossible to quantify orphan assets. 

 
532. In light of the above mentioned failures by life companies to 

provide information on with-profit policies, the Commission was 
unable to quantify orphan assets that accrued in the industry over 
the investigation period. As such, the Commission could not proffer 
any recommendations on the apportionment of the assets. 

 
533. The Commission’s observation that some life companies have not 

been declaring bonuses on with-profit policies, notwithstanding 
having made profits on the same policies, points to prejudice of 
policyholders. 

 
534. The Regulator ought to have enforced rules or contract terms of 

profit-sharing between shareholders and policyholders of life 
insurance companies. The Commission found that the Regulator 
does not enforce the distinction between orphan assets and 
shareholder assets. This raises a concern that orphan assets could 
have been deliberately mixed with shareholder assets and, in 
some cases, appropriated by shareholders on de-mutualisation (in 
the case of Old Mutual and First Mutual), or be used to finance and 
capitalise subsidiaries or even be paid out to shareholders as 
dividends, without any corresponding allocation to policyholders. 

 
535. Orphan assets play a critical role in supporting the investment 

strategy of with-profit funds and their removal has the impact of 
limiting and restricting the investment freedom available to the 
with-profit funds. Resultantly, the returns expected on the assets 
of the with-profit funds are lower and the benefits payable to 
policyholders would also be reduced accordingly.  

 
536. The failure by the whole industry to account for the orphan assets 

in each with-profit fund is a significant finding which points directly 
to lack of proper financial governance and financial controls. 
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Chapter Summary: Key Findings 
 

Total Industry Assets and their Breakdown 
 

537. The Commission investigated the value, nature, type and quality 
of assets owned by life insurance companies and stand-alone 
pension funds and of pension fund assets managed by 
independent fund administrators, as well as insurance companies 
on behalf of pension funds, during the investigation period of 1996 
to 2014. NSSA’s assets were also included in the calculation of the 
total industry assets, with assets supporting liabilities of the 
National Pension Scheme being classified as pension assets 
whilst those supporting liabilities under the Accident Prevention 
Workers Compensation and Insurance Fund were classified as 
insurance assets. 

 
538. Three sources of asset data, namely financial statements, 

valuation reports and Regulator’s reports, were considered. The 
investigation revealed that the value of total asset values differed 
depending on the source of information used, thus indicating 
inconsistencies and non-standardised methods of disclosure of 
financial data. The Regulator was not consistent in producing 
industry assets valuations, broken down by type of insurer, class 
of business and investment class, during the investigation period. 
The Regulator failed to produce annual reports for the period 2005 
to 2008, which reports could have been a secondary source of 
asset data.  

 
539. The value of total industry assets as per valuation reports was 

approximately US$5,13 billion as at 31 December 1996, US$3.69 
billion as at 31 December 2009 and US$5.1 billion as at 31 
December 2014. These values were for assets invested in listed 
equities, unlisted equities, bonds, money market, and cash and did 
not include administrative assets such as motor vehicles and 
furniture. 

 
540. On the other hand, the total value industry assets, according to 

financial statements produced by insurance companies and 
pension funds, was US$1.19 billion as at December 1996, 
US$2.71 billion as at December 2009 and US$4.99 billion as at 
December 2014. The value of assets as per financial statements 
included the administrative assets of insurance companies and 
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pension funds. The Table below shows the difference in total asset 
values depending on the source of information used:- 

 
 Total Value of Assets (US$) 
Year Valuation Reports Financial Statements 
1996 5.13 billion 1.19 billion 
2009 3.69 billion 2.71 billion 
2014 5.10 billion   4.99 billion 

 
541. Compared to valuation reports, financial statements reflected 

lower asset values as the valuation of pension fund assets was 
done on historical cost basis. However, such historical cost 
accounting practice was in line with the provisions of S.I. 323 of 
1991 issued in terms of the Pension and Provident Funds Act 
[Chapter 24:09].  

 
542. Historical values were, therefore, not reflective of the market value 

of assets, particularly during a highly inflationary environment. 
 
543. The values of total industry assets provided by the industry were 

inconsistent and unreliable, particularly for the pre-dollarisation 
period, on account of the following weaknesses:- 

 
a) Old Mutual, Life, the biggest life company, did not provide 

assets supporting insurance liabilities for the period from 1996 
to 1998 and 2000. In addition, it could not provide values of 
pension assets for the period 1996 to 2000, 2006 and 2008. 
Old Mutual submitted that it did not have financial statements 
for the said years.  Given its size, the data omissions by Old 
Mutual resulted in severe understatements of total assets 
from financial statements relative to those from valuation 
reports for the respective years. 

 
b) First Mutual, Life, which was the second largest insurer in 

1996, did not provide the Commission with total asset figures 
for the period 1996 to 2003, the period prior to its de-
mutualisation in 2003. Furthermore, First Mutual’s asset 
values for the period 2006 to 2008 were excluded in the 
computation of the industry’s total assets, as they were 
abnormally high and distorted. The values submitted for this 
period were about 1,000 times larger than that of the whole 
industry’s total assets.  Concerted efforts to get First Mutual 
to revisit its data submissions proved futile as it insisted that 
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the submissions were correct. These data omissions and 
exclusions resulted in the understatement of total assets in the 
financial statements for the respective years. 

 
c) ZB Life, did not submit pension funds’ assets for the period 

1996 to 2001, citing the absence of records. This resulted 
again in the understatement of total assets. 

 
d) Comarton Consultants, a pension fund administrator, failed to 

provide asset values for all pension funds under its 
administration during the period 1996 to 2001. Furthermore, 
for the period after 2001, Comarton provided incomplete asset 
values for only 28 pension funds, out of the 46 funds that it 
indicated that it administered as at December 2014. This 
further resulted in the understatement of assets under 
administration by Comarton relative to other pension fund 
administrators and thus in total industry assets. 

 
e) Doves, the largest and oldest funeral assurer at the 

commencement of the investigation period, failed to provide 
asset values for the period 1996 to 2000. This resulted in the 
understatement of total industry assets for the respective 
years. 

 
f) Moonlight, the second largest funeral assurance company at 

the commencement of the investigation period, failed to 
provide consistent values of assets for the period 1996 to 
2008. This resulted in the understatement of total industry 
assets for the respective years. 

 
544. The above-mentioned omissions seriously compromised the 

credibility of total asset values computed from financial 
statements. Resultantly, the above data gaps in key institutions 
grossly understated the total industry asset values computed for 
the investigation period. Whilst data integrity was an industry-wide 
challenge, some players could have been concealing critical 
information necessary for determining prejudice as well as 
compensation.  

 
545. The insurance and pension industry does not maintain robust 

systems to keep records of assets, investment returns and 
liabilities, yet the nature of the industry requires robust information 
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communication technology to facilitate the assessment of risks and 
the compilation and processing of accurate financial records.  

 
546. In consequence, insurance companies, pension funds and 

administrators have been providing compromised, and in some 
instances prejudicial, services to pensioners and policyholders as 
expounded in Chapters 2 and 5. 

 
547. Whilst the incomplete and inconsistent asset data submissions to 

the Commission could have been a genuine failure to maintain the 
data in accordance with best practices in insurance and pensions 
record-keeping, the possibility of the motive to conceal 
incriminating information remains. Either way, this is a reflection of 
negligence, incompetence and poor corporate governance on the 
part of service providers and the Regulator. This problem has been 
compounded by the absence of legislation that prescribes the 
minimum period for which insurance and pension records should 
be maintained.  

 
548. An investigation into the asset build-up revealed that the industry 

lost billions of dollars in excessive expenditure and poor 
investment decisions. Just for the period 2009 to 2014, the industry 
lost over $2.9 billion in administrative and other expenses to the 
detriment of pensioners and policyholder benefits.  

 
549. In addition to the loss through excessive expenditure and negligent 

investment decisions, the pension industry in particular lost value 
through non-remittance of pension contributions by the employer. 
Non-remittance of contributions for the post-dollarisation period 
was observed to be at least US$328 million, before interest. Such 
non-remittance is estimated to run into billions of US$ for the entire 
period of investigation. 

 
550. Insurance companies do not separate insurance assets from 

pension assets as required by section 16 of the Pension and 
Provident Funds Act [Chapter 24:09]. As a result, there is a risk 
that members of pension funds, pensioners and policyholders 
were prejudiced by this practice.  

 
551. There are no regulations governing the setting up of management 

and profit-sharing arrangements by with-profit funds. As a result, 
the Commission could not quantify the orphan assets.  
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552. The complicated group structures of insurance companies such as 
Old Mutual, First Mutual, Fidelity Life, Zimnat and ZB Life, made it 
very difficult to understand the financing and progression of assets. 
In the majority of these group structures, shareholder assets were 
growing at much faster rates at the expense of the pension and 
insurance fund assets.  

 
553. The insurance companies could not identify the assets that 

supported different liabilities by product. In consequence, there is 
a risk of policyholder prejudice arising from an inappropriate 
investment strategy and asset liability modelling.  

 
554. The Commission observed that the Boards of Trustees of pension 

funds, who are the stewards of the assets, are not in control of the 
pension funds’ assets. They are not in control due to lack of 
appreciation of relevant pension matters.  

 
555. Many sponsoring employers do not remit pension contributions to 

respective pension funds. This problem dates back to the late 
1990s and there are no sanctions to deter this practice. 

 
556. The high inflation and subsequent hyper-inflationary environment 

during the period from 1999 to 2008, coupled with a multiplicity of 
unreliable exchange rates over the same period, made it very 
difficult for the Commission to account for the industry assets in 
real terms. As a result, it was difficult to have logical derivation of 
the real asset movement and growth rates over the period from 
1999 to 2008.   

 
New Generation and Old Generation Assets 

 
557. The Commission came up with three generations for the purposes 

of addressing ToR (ii). The generations were informed by structural 
breaks in the macro-economic environment. The first generation 
was the period prior to December 1998, the second generation 
was the period 1999 to 2008 and the third generation was the 
period 2009 to 2014. Assets acquired during these generations in 
their order were US$3.7 billion, US$100 million and US$1.27 
billion, respectively. The Table below shows the value of assets 
that were acquired in the three generations identified by the 
Commission:- 
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 1st Generation 
(at 31/12/ 1998) 

2nd Generation 
(1999 to 2008) 

3rd Generation 
(2009 to 2014) 

Amount 
(US$) 

3.7 billion 100 million 1.27 billion 

 
Orphan Assets 

 
558. The Commission was unable to quantify orphan assets that 

accrued in the industry over the investigation period owing to the 
industry’s failure to provide information as follows:- 

 
a) Old Mutual failed to quantify orphan assets in respect of all the 

with-profit policies; 
 

b) First Mutual, ZB Life, and Fidelity Life could not provide any of 
the requested information that would have enabled 
quantification of orphan assets; 
 

c) Zimnat Life provided bonuses declared under the ILO Old 
Conventional Policy and the Whole Life with-profit policies for 
both the pre-and post-dollarisation periods. However, the 
institution could not provide the smoothing reserve 
accumulated over the investigation period, thus making it 
impossible to quantify orphan assets. 

 
Recommendations 
 

Data and Record-keeping 
 
559. Considering the observed industry-wide mischief in record-

keeping, it is recommended that the insurance and pension 
legislation be amended to prescribe the minimum period within 
which insurance and pension records should be maintained for at 
least 100 years. 

 
Internal Systems, Processes and Controls 

 
560. The Regulator should have the power to prescribe and require that 

there be adequate ICT minimum standards, data accuracy and 
completeness requirements and ICT supervision. Insurance 
companies should be subject to regular on-site visits and 
inspections by the Regulator to check the adequacy and 
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effectiveness of their ICT systems, processes and controls and the 
quality of data which they control. 

 
Asset Registers 

 
561. In order to protect consumers of insurance and pension services, 

the Regulator should further be obligated to maintain an 
independent assets register and corresponding liabilities of 
insurance and pension funds, on a product-by-product basis, 
which is cumulatively adjusted on a year-by-year basis to take into 
account changes in the assets and liabilities that happen in each 
year. 

 
Separation of Insurance and Pension Assets 

 
562. The Commission noted the instances of regulatory failure to 

enforce the legal requirement for separation of insurance and 
pension funds’ assets by insurance companies. It is, therefore, 
recommended that the Regulator be required to enforce the 
legislative requirement for insurance companies to separate 
assets supporting insurance policy liabilities from those assets 
supporting pension obligations. This should address the 
temptation to clandestinely transfer pension and insurance funds’ 
assets to shareholders of insurance companies as observed by the 
Commission. 

 
Market Disclosure and Regulations Governing the Valuation of 
Assets and Liabilities 

 
563. The Commission recommends the implementation of standardised 

asset and liability valuation requirements and standardised 
disclosure, as well as, financial reporting requirements for both 
pensions and insurance businesses as pre-requisite for the 
collection of reliable data to enable continuous analysis and 
monitoring of the industry. The Commission further recommends 
the adoption of standardised disclosure and reporting 
requirements for the industry. Such requirements will promote 
effective risk-based supervision of the sector and guarantee fair 
entitlement and treatment of policyholders.  

 
564. In order to safeguard the interests of the policyholders, the 

Commission recommends the repeal of the requirement of the 
Pension and Provident Funds Act to account for pension fund 
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assets on a historical cost basis. The recommended legislative 
amendments under Chapter 9 recommend that the accounting 
should be governed by the Audit Professions Act to ensure that the 
accounting practices are dynamic and in line with international 
standards. 

 
565. In order to address the challenge of understating or overvaluation 

of both assets and liabilities by insurance companies and pension 
funds, there is need to empower the regulator to prescribe, through 
regulations, asset and liability valuation guidelines for different 
asset classes. In addition, it is necessary to ensure that valuation 
of liabilities should be done on a product-by-product basis, with 
specific assets set aside and invested in line with the liability of 
each product written by a financial institution. 

 
Regulation of the Investment and Management of Insurance and 
Pension Assets 

 
566. The Regulator should be empowered to require the submission of 

an investment policy statement by each institution. The investment 
policy statement should be renewed regularly.  

 
Regulation of Expenses 

 
567. It is highly recommended that the legislation be amended to 

empower the Regulator to prescribe, through regulations, 
acceptable expense type and respective ratios. This will address 
the industry-wide mischief of abnormally high expense ratios, as 
high as 100%, of pension contributions or insurance premiums. In 
addition, the need to prescribe permissible expenses or charges 
and levels thereof is highly underscored. 

 
568. In addition to the requirement for minimum expense charges, the 

Regulator should also have due regard to the relationship between 
the premiums or contribution paid by the policyholders and the 
benefits expected. The Regulator should be empowered to declare 
a product financially unsound, if the relationship between 
premiums and benefits is such as to cause loss of confidence in 
the industry. The Regular should also be able to prescribe 
processes to check the projected benefits and compare them with 
premiums and contributions paid. 
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Regulation of With-Profit Funds, Profit-Sharing Arrangements, 
Orphan Assets and Transfers to Shareholder Funds 

 
569. In order to address the challenge of profit-sharing in with-profits 

funds, there is need to empower the Regulator to prescribe, the 
need for profit-sharing arrangements in line with-profit funds. 

 
570. In addition, there should be rules which define orphan assets and 

pension fund surplus and govern the application of orphan assets 
in with-profit funds and pension funds respectively. Because this 
industry generates a lot of capital and this capital can be abused 
by shareholders for their own benefit at the expense of the rights 
and reasonable expectations of the policyholders and pension 
fund members, there should be rules which prescribe the 
application of policyholder and pension fund assets and preclude 
their abuse by shareholders. 

 
571. Furthermore the Regulator should be empowered to require the 

submission of a reconciliation of the shareholder funds and prevent 
the transfer of assets from the policyholder fund to the shareholder 
fund if this undermines the interests of policyholders. 

 
Contribution Arrears 

 
572. Considering the adverse impact and industry-wide problem of 

contribution arrears, there is need to review the pension legislative 
framework to introduce punitive sanctions on the sponsoring 
employers and respective directors in their personal capacities for 
non-remittance of pension contributions. (Refer to the 
recommended amendments to the Pension and Provident Funds 
Act in Chapter 9). 

 
573. The next Chapter presents the Commission’s findings under ToRs 

(iv) to (vii), whose focus was to identify the role played by different 
stakeholders during the conversion process from the ZW$ to the 
US$, the factors causing loss of value and their weighting.  
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CHAPTER 5: 
 

CAUSES, FACTORS AND REASONS FOR LOSS OF VALUE 
 
Introduction 
 
574. This Chapter consolidates findings of the Commission on ToRs 

(iv), (v) and (vi) that require the Commission to identify factors, 
causes and reasons for the loss of policyholder and pension 
benefit values before, during and after conversion, and investigate 
institutions that played a part in the conversion process.  

 
575. In order to ensure logical derivation in the presentation of findings 

under the three ToRs, this Chapter firstly examines the role played 
by various stakeholders during the conversion of insurance and 
pension assets, as well as, liabilities, from the ZW$ to the US$ 
[ToR (vi)], then the factors causing loss of value [ToR (iv)] and their 
weighting [ToR (v)]. The next sections discuss the role played by 
different stakeholders during the conversion process. 

 
The Role of Different Stakeholders during the Conversion Period 
 
576. The Commission examined the roles played by Government, 

IPEC, the actuarial profession, insurance and pension industry 
associations, the Public Accountants and Auditors Board, 
insurance and pension representative bodies, insurance 
companies, pension funds and pension schemes, including NSSA 
and the Government Pension Agency. 

 
Government  

 
577. The Government’s responsibility is to provide an enabling 

environment, policy direction and regulatory oversight on the 
insurance and pension industry. 

 
578. The country experienced a decade of macro-economic instability 

from 1998 to 2008, characterised by inflation which degenerated 
into hyper-inflation in March 2007, with a record inflation of over 
231 million percent in 2008, fiscal unsustainability owing to the 
erosion of the tax base, debt overhang, widespread under-
employment, informalisation of the economy and endemic poverty. 
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579.  Against the background of the above challenges, Government 
adopted the multi-currency system in March 2009 as a policy 
measure to reintroduce macro-economic stability. However, the 
Government did not de-monetise the ZW$ balances in the 
economy at the time of conversion. 

 
580. In addition, Government did not provide policy guidance on the 

conversion of insurance and pension values from the ZW$ to the 
US$ at the time of conversion in 2009.  It took seven years for the 
Government to de-monetise ZW$ currency, by which time the 
industry had already devised and applied its own conversion 
methods and approaches. Thus, Government abrogated its 
responsibilities to conflicted market players and other interested 
parties. 

 
581. The finding by the Commission is that the failure by Government 

to provide policy and regulatory guidance to the insurance and 
pension industry at the time of conversion, during inflation and 
when the ZW$ currency was debased in 2006, 2008 and 2009 
resulted in a free for all scenario. Thus, Government failed to 
protect the rights and reasonable benefit expectations of 
policyholders and pension fund members. 

 
Role of IPEC 

 
582. IPEC was supposed to initiate and champion measures to protect 

policyholders and pension fund member values and then, in 
consultation with Government, provide guidance to the industry 
during the periods of inflation, when the ZW$ currency was 
debased in 2006, 2008 and 2009 and at the time of conversion. 

 
583. IPEC failed in this role, resulting in the industry having to rely on 

its own tools and policies to convert, which conversion was 
prejudicial to the pensioners, pension fund members and 
insurance policyholders.  

 
584. In Circular No. 7 of 2009, dated 8 October 2009, IPEC instructed 

the industry to complete the conversion exercise by the 30th of 
November 2009. Surprisingly, it had not issued any guidelines with 
respect to the conversion process but was instead relying on 
efforts that were being spearheaded by the Life Office Association 
(LOA) and Zimbabwe Association of Pension Funds (ZAPF).  
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585. An assessment of the skills deficiencies at IPEC during the 
conversion period revealed that the Regulator had no capacity to 
offer guidance on the conversion process. 

 
Actuarial Profession 

 
586. In other jurisdictions, the role of the actuarial professional 

associations includes regulating the conduct of its members to 
ensure their compliance with standard actuarial principles and 
practices. This was expected of the Actuarial Society of Zimbabwe. 

 
587. Whilst the Actuarial Society was formed in 1983, it lost relevance 

and traction over the years and was dormant owing to a lack of 
members. It was resuscitated in 2010 and managed to hold its first 
annual convention on 12 June 2015.  

 
588. The Actuarial Society of Zimbabwe confirmed that it did not provide 

any guidance on the conversion process. For the funds that 
converted, some used services of non-qualified actuaries. Some 
of the funds were converted by foreign and non-resident actuaries 
who had no appreciation of the local industry. 

 
589. The Actuarial Society does not regulate its members as expected, 

placing this obligation on external professional bodies such as the 
Institute and Faculty of Actuaries of the UK (IFoA), the Actuarial 
Society of South Africa (ASSA), the Society of Actuaries of the 
USA (SOA). However, these bodies have no mechanisms for 
detecting malpractices or unprofessional conduct by their 
members practicing in Zimbabwe. 

 
590. The industry relied on guidance by individual actuaries and 

actuarial firms to convert values from ZW$ to US$. 
Notwithstanding the important role of this profession in the 
insurance industry, there were only two resident and qualified 
actuaries in Zimbabwe at the time of currency conversion. Thus, 
there was minimal peer review of actuarial work at a firm level and 
there was no actuarial expertise in Government or the Regulator. 
Furthermore, the absence of a qualified actuary at the Regulator 
to validate the methods and assumptions and approve the 
actuarial conversion reports was another major weakness. 

 
591. In spite of being a practising consulting actuary and an IPEC Board 

member, one of the two resident qualified actuaries at dollarisation 
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provided guidance to IPEC in 2010, two years after the market had 
already converted. This resulted in a conflict of interest as the 
actuary went on to do conversion reports which were to be 
approved by IPEC.  

 
Role of the Industry Associations 

 
592. The Commission probed the role played by the industry 

associations with regard to the conversion exercise. In particular, 
the Commission examined the role played by LOA, ZAPF, 
Zimbabwe Association of Funeral Assurers (ZAFA) and the 
Insurance Council of Zimbabwe (ICZ).  

 
593. The LOA, inasmuch as it made concerted efforts to ensure that its 

members converted, did not provide guidance on the conversion 
process. Equally, the ZAPF and ZAFA submitted to the 
Commission that they did not issue any specific guidance with 
regard to the conversion process. 

 
594. Notwithstanding the absence of guidance on the conversion when 

it mattered most in 2009, the LOA belatedly set up a Conversion 
Committee in August 2015 in apparent response to the 
establishment of the Commission of Inquiry. According to the 
Committee’s minutes of a meeting held on 5 August 2015 at the 
Old Mutual Offices, the purpose of the Committee was to 
“proactively tell the life insurance industry’s story on the conversion 
from the ZW$ to the US$ and to prepare the industry’s 
representatives when they appear before the Commission set up 
to probe the conversion process”. 

 
595. This is evidence of a collusive behaviour in the insurance and 

pension industry through the associations which should generally 
have quasi-regulatory functions and advocating for prudent 
behaviour among their membership. 

 
Role of Public Accounts and Auditors Board 

 
596. The Public Accounts and Auditors Board (PAAB), through its 

member bodies such as the Institute of Chartered Accountants of 
Zimbabwe (ICAZ), provided general guidance aimed at preparers 
of financial statements to assist them in the application of the 
principles of International Financial Reporting Standards in 
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Zimbabwe for the financial year ended 31 December 2009 (refer 
to Annexure 6 on the PAAB and ZSE Guidance on Conversion).  

 
597. However, given the specialist nature of the insurance and pension 

industry, the guidance was not detailed enough to address key 
issues in the conversion of insurance and pension liabilities and 
assets. This left the insurance companies and pension funds to 
decide their own individual approaches.  

 
Role of Insurance and Pension Rights Representative 
Organisations 

 
598. The Commission established that there were no insurance and 

pension rights groups or ombudsman during the time of 
conversion. Instead, the following institutions were registered three 
years after dollarisation in response to the challenges that their 
constituencies encountered on conversion.  

 
Name of 
Organisation 

Year of 
Establishment 

Membership 
as at 31/12/15 

Pension Union Trust of Zimbabwe 
(ZIMPIT) 

2012 10 175 

Zimbabwe National Government 
Pensioners Organisation (ZINGOPO)  

2012 853 

Age Network of Zimbabwe 2012 324 000 
Zimbabwe Pension and Insurance 
Right Trust  

2012 50 

Old Mutual De-mutualisation Activism 
Association 

2013 1 092 

 
599. These organisations played an advocacy role during the post-

conversion period which culminated into the March 2012 
investigation of the conversion processes conducted by Acumen 
Actuaries. The major complaints from across the membership of 
these organisations related to the paltry benefits compared to the 
premium or contributions they had made over the years. The major 
contention was violation of the insurance and pension equations 
of value, reasonable benefit expectations and the principle of 
uberrima fides. The next sections discuss the factors causing loss 
of value in the insurance and pension industry before, during and 
after the conversion from the ZW$ to the US$. 
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Loss of Value 
 

600. Loss of value is defined as the prejudice suffered by pension fund 
members, pensioners, and insurance policyholders with respect to 
benefits entitlement, regard being had to policyholder reasonable 
benefit expectations. Prejudice, in turn, is the difference between 
the full rightful entitlements and or reasonable benefit expectations 
and that which was actually offered or paid out. 

 
601. In identifying the factors, causes and reasons for the loss of value, 

the Commission considered the following: 
 

a) the submissions of complainants as discussed in Chapter 2; 
 

b) submissions from insurance companies and pension funds; 
 

c) submissions from insurance and pensioner representative 
organisations; 
 

d) submissions from IPEC, the Regulator; and 
 

e) the review of relevant literature. 
 
Factors, Causes and Reasons for Loss of Value 
 
602. For the purposes of examining ToRs (iv), (v) and (vi), the 

Commission interpreted the ‘factors’, ‘causes’ and ‘reasons’ as 
synonymous terms identifying variables explaining loss of value. 
The variables explaining loss of value were split into external and 
internal. The external factors considered included the following:- 

 
a) unstable macro-economic environment; 

 
b) inadequate legislation and regulatory failure; and 

 
c) currency reforms.   

 
603. The internal factors included the following:- 
 

a) poor corporate governance; 
 

b) poor record-keeping; 
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c) poor accounting, auditing, actuarial and other risk-
management practices; and 
 

d) unsound management practices, which included huge 
administrative expenses and investment management 
practices. 

 
External Factors Causing Loss of Value 

 
Macro-Economic Environment 

 
604. The insurance and pensions industry relies on forecasting 

variables such as mortality rates, inflation and investment returns, 
among others, in order to set premiums, contributions and benefits. 
In view of its long-term horizon and the associated risks, the 
insurance and pension industry relies heavily on actuarial models 
whose robustness is compromised in an unstable macro-economic 
environment. In this regard, the ability of the actuarial models to 
forecast the macro-economic environment was very important in 
the provision and management of sound insurance and pension 
products and processes. 

 
605. Zimbabwe experienced unprecedented and prolonged periods of 

macro-economic instability which culminated in hyper-inflation 
during the period 2007 to 2008. In such a volatile macro-economic 
environment, it became very difficult to set realistic long-term 
assumptions on interest rates, inflation rates, mortality rates, 
withdrawal rates and salary increases, among others. These 
assumptions are crucial in correctly setting premiums, 
contributions and benefits.  

 
606.  Insurance and pension products are usually priced by equating 

benefits and premiums or contributions, allowing for expenses and 
profits. This is commonly referred to as the insurance and 
pensions’ equation of value. In order to maintain a balance 
between premiums or contributions and benefits in the insurance 
and pensions’ equation of value during macro-economic instability, 
effective indexation of premiums or contributions and benefits is 
essential.  

 
607. The specific macro-economic causes that contributed to loss of 

value were the following: 
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a) High levels of Inflation;  
 

b) Currency de-basing; 
 

c) Dollarisation conversion processes; and 
 

d) De-monetisation. 
 

608.  In addition to the macro-economic factors, external factors 
namely, pension contribution arrears, as well as, legislative and 
regulatory failure contributed to the loss of value. 

 
a) Impact of High Levels of Inflation 

 
609. The Commission assessed the impact of inflation on contributions 

or premiums and benefits over the investigation period spanning 
from 1996 to 2014. The Graph below shows the inflation trends in 
Zimbabwe over the period 1996-2003.  

 

 
Source: Derived from Zimstat Data. 
*The inflation rates from 2004 to 2008 could not be depicted because there were out 
of scale. 

 
610. The Table below shows the annual inflation rate from 2004 to 

2008:- 
 
 
 
 
 

0.0

100.0

200.0

300.0

400.0

500.0

600.0

700.0

Ja
n-

96
M

ay
-9

6
Se

p-
96

Ja
n-

97
M

ay
-9

7
Se

p-
97

Ja
n-

98
M

ay
-9

8
Se

p-
98

Ja
n-

99
M

ay
-9

9
Se

p-
99

Ja
n-

00
M

ay
-0

0
Se

p-
00

Ja
n-

01
M

ay
-0

1
Se

p-
01

Ja
n-

02
M

ay
-0

2
Se

p-
02

Ja
n-

03
M

ay
-0

3
Se

p-
03

Ja
n-

04

%

Annual Inflation



159 
 

Year 
Annual Rate of 

Inflation (%) 
Dec – 04 132.7 

Dec-05 585.8 

Dec-06 1,281.1 

Dec-07 66,212.3 

Jul-08 231,150,889.4 
Source: Zimstat 

 
611. By March 2007 month-on-month inflation spiked above 50% for the 

first time, triggering the hyper-inflation phase. By July 2008, annual 
inflation had risen to 231 million % and the Zimbabwe National 
Statistical Agency lost track of inflation and only resumed tracking 
inflation post-dollarisation. Unofficial estimates report inflation 
having reached over one billion % by December 2008.  

 
612. In the absence of effective indexation, the high inflation rates, and 

ultimately hyper-inflation, adversely impacted on the real value of 
contributions or premiums and benefits. Whilst the asset values 
were increasing owing to revaluation, the accumulated liabilities, 
and, therefore, the corresponding benefits, other than linked 
liabilities and discretionary contracts remained pegged in nominal 
ZW$ terms. In addition, because premiums are paid before 
benefits inflation affected the real value of benefits more than 
premiums. 

 
613. When considering the excessive inflation over the period, the 

accumulated liabilities became excessively diminished in relation 
to the revalued accumulated assets, resulting in loss of value for 
the pension fund members, pensioners and insurance 
policyholders.  

 
Illustrative Examples 
 
Example 1: Ms. Martha Mukamba, who joined the Zimbabwe Family 
Planning Pension Scheme (ZFP) that was administered by ZB life in 
1981 and exited on the 31 August 2012, received $186.39 as a once-
off payment for the 31 years of service. The ZFP is a DC arrangement 
that converted from DB in 2003. This amount is far lower than the 
equivalent of US$1,118 which was her total contributions for just one 
year in 1981 when it was still a DB Scheme, and when the employer 
and employee contributions were the equivalent of US$99.29 per 
month. 
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Example 2: Another case in point relates to Mr. Lungu Yotham 
Morrison, who joined the Selfguard Preservation Fund in 1995, which 
was administered by ZB Life Assurance. Preservation funds are 
pension funds designed to preserve proceeds from participation for 
at least 5 years in other previous funds. Mr. Morrison had injected 
ZW$1,947 (or US$230 at the time) in the ZB Preservation Fund. 
Notwithstanding having participated in the fund for 14 years, he 
received a once-off payment of US$ 0.83.  
 

 
614. Whilst the industry introduced inflation-indexed products during the 

early 2000s, the rapid pace at which inflation was rising made it 
impractical for the escalated premiums to keep pace with inflation.  

 
615. As inflation escalated, the salary levels, and in turn contribution 

values, could not be adjusted rapidly enough to keep pace with 
inflation, resulting in diminished contribution values. As the Table 
below shows, the real value of earnings was falling rapidly, leading 
to the erosion of premium and contribution values being paid to 
insurance companies and pension funds.  

 
Loss in Real Values of Salaries 

 
 
616. For all other insurance policies that had fixed premiums and fixed 

sums assured, the real values of these premiums and benefits 
diminished rapidly as inflation and hyper-inflation escalated. The 
loss of value due to hyper-inflation on the premiums was much less 
than the loss of value on the sum assured, on account of the fact 
that premiums are paid much earlier while benefits typically get 
paid at the end of the policy term. This creates a situation where 

1990

1995

1999

2006

1546.6

135.99

122.92

75

Source: Zimstat

Average Earnings per month (US$)
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the value of premiums paid is always greater than the value of 
benefits, leading to the loss of value for the policyholder.  

 
617. Pension fund members and policyholders that contributed for long 

periods of time before hyper-inflation, but retired during the peak 
of hyper-inflation, suffered the greatest prejudice. This was the 
case because salaries were not adjusting fast enough to keep 
pace with inflation. As a result, the industry resorted to wholesale 
commutations rather than giving pension or benefit increases. 
Even post-dollarisation, the trend in full commutations continued 
due to negligible monthly benefit pay-outs.  

 
618. The Graph below illustrates the number of commutations paid out 

to retirement annuities.  
 

 
Source: Computed from Submissions by Insurance Companies. 

 
619. There was a marked increase in policyholders that were paid full 

commutations in the period 2006 to 2010, owing to benefit values 
that had reduced to worthless amounts.  

 
620. The next sections discuss, in detail, the impact of inflation on 

Defined Benefit plans, Defined Contributions plans and different 
categories of life insurance products. 
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Pension Plans 
 
621. Both DB and DC schemes require payment of contributions 

towards the scheme, unless it is unfunded, such as. Public Service 
Pension Scheme. The level of inflation, especially during the 
period 2006 to 2008, reduced the buying power of contributions 
being made because salaries could not keep up with inflation and 
investment returns were below the inflation rate. In addition, the 
de-basing of the zeros rendered most contributions paid during this 
period worthless as they were not inflation indexed. 

 
Defined Contribution (DC) Plan 

 
622. Pension benefits on a DC fund are calculated based on cumulative 

contributions, plus investment returns, less administration costs. 
The level of hyper-inflation in Zimbabwe, which resulted in 
currency de-basing, resulted in significant loss of value for DC 
schemes. The cumulative contributions calculated towards the end 
of 2008 became meagre after 25 zeros were removed.  

 
623. Thus, where person has contributed ZW$21,600 in the year prior 

to 2006, by December 2008, 13 zeros had been slashed, meaning 
that cumulative contributions would be less than a ZW$1. The 
returns on these amounts would also be similarly reduced by de-
basing, if not already depleted by the real negative real rate of 
return which prevailed during the period. Unfortunately, because 
DC benefits are based on the accumulation of the contributions 
paid into the fund in terms of the rules, many employees who 
retired between 2004 and February 2009 lost value.  

 
624. If contributions had been inflation indexed, then this erosion of 

value would have been mitigated. However, the level and rate at 
which inflation was changing was astronomical, especially after 
2004, and the investment returns and salary increases on DC 
funds would not have kept pace, such that employees were paid 
in the form of fuel coupons and other means. Thus, during the 
period from 2007 to 2008, contributions became more of a book 
entry and employers stopped contributing. 

 
625. Resultantly, pension administrators also stopped collecting 

monthly contributions in order to avoid the contribution collection 
costs, which were higher than the value of contributions being 
received. This meant that if a policyholder was contributing 
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ZW$1000 per month by 2006, after 3 zeros had been removed, 
this amount was reduced to ZW$1, but the cost of collecting it was 
greater than this amount. Value was then lost, as there would be 
nothing left to be invested. In fact, the cost of administering had to 
be paid in real terms. 

 
Defined Benefit (DB) Plan 

 
626. In a final salary DB pension scheme, the benefits depend on an 

accrual rate, a defined final salary, and the number of years the 
person participated in the fund (pensionable service). The 
employer has the obligation to fund any deficit that may arise if the 
assets of the fund do not sufficiently meet the promised benefits.  

 
627. The biggest cause of loss of value for these funds was as a result 

of using the final salary, which had failed to keep pace with inflation 
and had become worthless in real terms. Between 2006 and 2008, 
salaries in ZW$ generally became worthless in real terms and 
employees had to be paid in kind e.g. by way of fuel coupons or 
food hampers. At the inception of the multi-currency regime in 
2009, very low US$ allowances were paid in lieu of salaries, as the 
market was still finding its feet. These low salaries persisted for the 
greater part of 2009.  

 
628. Resultantly, if one had retired during the period 2006 to 2009, his 

or her benefit would have been based on these depressed 
salaries, which would have meant unrealistically low pensions.  

 
Life Insurance Policies 

 
629. Life insurance policies, most of which had fixed sum assured and 

flat premiums, suffered significant prejudice from the high inflation 
and subsequent hyper-inflation environment. From as far back as 
2001, annual inflation surpassed the 100% mark and this impacted 
negatively on the real values of the fixed premiums and benefits, 
as well as the accumulated premiums whose values were not 
adjusted for inflation.  

 
630. In the progression of time, the real value of insurance liabilities 

(benefits promised to policyholders) were whittled down by 
inflation whilst the real assets backing such liabilities were 
revalued. Resultantly, the benefits payable got eroded by inflation 
in real terms and did not reflect the accumulated real values of 
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premiums, in violation of the basic expectation of the insurance 
equation of value, particularly for savings products.   

 
Loss of Policyholder Value: Funeral Assurance Policies 
 

631. Generally, funeral benefits can be either in cash or in services. For 
services, the real value of premiums was eroded by inflation due 
to the absence of indexation, leaving the insurer to provide 
services in real terms on the backdrop of eroded premium values. 
Loss of value to policyholders arose due to the variation or outright 
denial of contracted benefits, including denial to people with fully 
paid-up policies.  

 
632. With regard to cash benefits, the cash proceeds received by 

policyholders were not adequate to pay for funeral services as the 
sum assured had been eroded by inflation.  

 
633. Doves Funeral Assurance changed the contractual terms 

unilaterally so that the premium payment term for funeral polices 
existing at dollarisation was increased from ten years to twenty 
years. 

 
634. This is evidenced by the case of E. Ndhlovu:- 
 

 
E.  Ndhlovu took a funeral policy with Doves in 1996, which was 
supposed to mature in 2006. The terms of the policy were unilaterally 
changed on maturity, extending the term of the policy and requiring 
continued premium payments. On discontinuing premium payment 
arising from the unilateral extension of the policy, the policy was 
deemed lapsed, resulting in loss of value to the policy-holder.  
 

  
The Impact of Hyper-Inflation on Investment Returns 

 
635. High levels of inflation relative to returns resulted in negative real 

returns on fixed-income securities such as money-market 
investments, Treasury Bills and bonds, corporate bonds, bankers’ 
acceptances and negotiable certificates of deposits. The loss on 
these fixed-income securities was compounded by the absence of 
inflation-indexation on their income return.  
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636. The Tables and Graphs below illustrate real returns on money-
market instruments, Treasury Bills and listed equities for the pre-
dollarisation period 1996 to 2008:- 

 

Source: Computed from RBZ interest rates and Zimstat inflation figures 
 

 
Source: Computed from the above Table  

 

 
Source: Computed from RBZ interest rates and Zimstat inflation figures 

 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Inflation (YOY) 16.40% 20.10% 46.60% 56.90% 55.20% 112.10% 198.90% 598.70% 132.70% 585.80% 1281.10% 66212.30% 231150889.40%
90-day Deposit Rate 19.30% 32.50% 40.30% 69.00% 62.00% 26.00% 35.00% 350.00% 100.00% 340.00% 500.00% 250.00% 250.00%
Real Interest Rates - 90 day Deposits 2.49% 10.32% -4.30% 7.71% 4.38% -40.59% -54.83% -35.59% -14.05% -35.84% -56.56% -99.47% -100.00%

REAL INTEREST RATES ON MONEY MARKET (1996 TO 2008)
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Source: Computed from the above Table 

 

 
Source: Computed from inflation figures and ZSE indices 

 

 
Source: Computed from the above Table  

 
637. Clearly, from 2001 real interest rates on money-market 

investments and Treasury Bills were negative. By 2007, the real 
rate of return was approaching negative 100%, implying total loss 
of purchasing power from holding money-market instruments and 
Treasury Bills. This explains why the industry had very low 

REAL RETURNS ON LISTED EQUITIES (1996 TO 2008)
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Inflation (YOY) 16.40% 20.10% 46.60% 56.90% 55.20% 112.10% 198.90% 598.70% 132.70% 585.80% 1281.10% 66212.30% 231150889.40%
ZSE Industrial Index Growth 121.17% -18.09% -10.95% 125.12% 24.66% 152.17% 128.20% 287.98% 173.32% 1545.18% 3056.14% 57403.66% 862405388.05%
Dividend Yield 2.36% 3.56% 4.63% 0.80% 1.50% 1.57% 1.67% 0.16% 5.49% 0.00% 0.00% 0.00% 0.00%
Real ZSE Returns 92.04% -28.84% -36.10% 43.99% -18.71% 19.63% -23.09% -44.45% 19.81% 139.89% 128.52% -13.28% 273.09%
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investments in money-market and Treasury Bills during the period 
2001 to 2008. 

 
638. Investments in listed equities were preserved on account of 

average positive real return during the period 1996 to 2008. This 
explains why there was huge exposure to listed equity investments 
by insurance companies and pension funds. 
 
Lapses and Surrenders as Consequences of Inflation 

 
639. High levels of inflation, coupled with the absence of premium and 

benefits indexation, resulted in both premiums and benefits 
becoming insignificant in real terms. The value of premiums and 
benefits was eroded, up to a point where it was not economic to 
continue collecting the premium, and in some cases the sum 
assured had deteriorated to nothing. A lot of policies were either 
surrendered or allowed to lapse without any benefits being paid. 

 
640. The Graph illustrates the levels of lapses, surrenders and 

commutations owing to absence of inflation indexation:- 
 

 
Source: Computed from Industry Submissions 

 
641. As indicated in the Graph above, surrenders escalated from less 

than 10, 000 in 2002 to a peak of about 140 000 in 2004. This 
period coincides with the de-mutualisation of First Mutual in 2003. 
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Lapses peaked in 2000, following the de-mutualisation of Old 
Mutual in 1999, and increased steadily from 2003 to 2006. 

 
Products Terminations and Closures as a Consequence of 
Inflation 

 
642. Persistently high levels of inflation, coupled with ineffective 

benefits and premium or contribution indexation in the industry, 
resulted in insignificant nominal ZW$ policy benefits and premiums 
or contributions. The industry resorted to wholesale unilateral 
termination of policies regardless of some policyholder 
protestations, citing high administration expenses relative to the 
residual real values of the contracts. This was especially so for 
policies contracted prior to the early nineties.  
 

643. This resulted in significant loss of policyholder value, more so 
when considering the lengthy participation periods that in some 
instances were more than 20 years. The following Tables illustrate 
how life insurance companies unilaterally terminated policies to 
remove liabilities on the balance sheets and transfer assets to 
shareholders. 

 
Old Mutual Closed Products 
# Product Launch Date Status Date 

Closed 
1. Comfort Plan 1 June 2003 CLOSED 2008 
2. Comfort Plus 1 June 2003 CLOSED 2008 
3. GreenLife 1 June 2003 CLOSED 2008 
4. Reversionary Bonus Prior to 1996 CLOSED 2003 
5. Performance Profits Prior to 1996 CLOSED 2003 

Source: Submissions by Old Mutual 
  
644. First Mutual also terminated products that had been taken over 

from Prudential, Colonial Mutual, Pearl, Norwich Union and 
ManuLife of Canada and products they issued to the market after 
the merger of these companies. The table below illustrates such 
product terminations for policies that were issued prior to 1996:-  
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Prudential Pearl (FML) 
Name of Product Termination 

Date 
No. of Policies 

Terminated 
Endowment 2001 17,330  
Endowment 1 2001 4,218  
Pure Endowment 2001 844  
Whole Life 2000 14,781  
Prupac 2001 2,581  
Sub-total  39,754  

 Source: Submissions by First Mutual 
 

Colonial Mutual 
Name of Product Termination 

Date 
No. of Policies 

Terminated 
Endowment 2002 3,543  
Endowment 1 2002 377  
Whole Life 2002 1,927  
SEGRF 2002 104  
Sub-total  5,951  
   
Grand Total  45,705 

 Source: Submissions by First Mutual 
 
645. It should be noted that First Mutual did not provide the Commission 

with policyholder data, including terminations for several products. 
As such, the grand total of 45,705 is an understatement of the true 
picture of terminations. This could have been a deliberate ploy to 
avert compensation. 

 
Currency De-basing 

 
646. The episode of excessive hyper-inflation, particularly for the period 

2007 to 2008, resulting from ballooning monetary balances saw 
the monetary base explode to sextillions of dollars as shown in the 
Table below. 

 
Description of Value (ZW$) Numerical Value 
One million 1,000,000 
One billion 1,000,000,000 
One trillion 1,000,000,000,000 
One quadrillion 1,000,000,000,000,000 
One quintillion 1,000,000,000,000,000,000 
One sextillion 1,000,000,000,000,000,000,000 
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647. For transactional convenience, Government removed a total of 25 
zeroes from the ZW$ during the period August 2006 to February 
2009. The Table below shows the timing of the removal of these 
zeroes:- 

 
Year Number of Zeroes Slashed 
August 2006 3 [‘000’] 
August 2008 10 [‘0,000,000,000’] 
February 2009 12 [‘000,000,000,000’] 

 Source: Currency De-basing Instruments 
 
648. The effect of the currency de-basing was to zerorise un-indexed 

sums-assured or benefits, as well as premiums or contributions 
established during periods of relative stability (before 1996).  

 
649. This is exemplified by the following cases:-  
 

Ms. Florence Muzite joined the Local Authorities Pension Fund on 1 
September 1989 and exited on 31 August 2012. The Local Authorities 
Pension Fund claimed that the accumulation of her 23 years of ZW$ 
contributions were depleted due to currency de-basing. After the last 
round of currency de-basing, the US$ equivalence of her ZW$ 
accumulations was $357.93. Surprisingly, her accumulations for the 4 
years after dollarisation amounted to $3,451.57. This amount is almost 
ten-times the 19 years of contribution. The difference in accumulations 
over the first 19 years, when compared to the last 4 years, is 
disproportionate.  
 

 
Mr. Albert Nyethula took an endowment policy with First Mutual (then 
Colonial Mutual) under policy number 909032 in 1981 for a sum assured 
of ZW$5,527 (then the equivalent of US$8,635). He was paid an ex gratia 
amount of US$15 after conversion owing to the fact that his benefit had 
completely zerorised due to currency de-basing.   

 
Conclusion on Loss of Value Due to Impact of High Inflation, 
Hyper-Inflation and Currency De-basing 

 
650. The prolonged episodes of high inflation and hyper-inflation 

eroded the ZW$ benefits of pension fund members, pensioners 
and insurance policyholders which had been established during 
years of relative macro-economic stability. The loss of value was 
due to erosion of premiums or contributions on the one hand, and 
benefits or accumulations on the other hand.  
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651. The wholesale unilateral terminations of individual life, retirement 
and savings insurance products was precipitated by the highly 
inflationary environment, with years of savings and contributions 
being disregarded on account of the fact that benefits were not 
indexed to inflation. Insurance companies and related service 
providers opted to terminate policies unilaterally, citing rising 
administration costs that were now surpassing collection costs. 
Incidentally, the majority of the assets that were acquired to 
support these liabilities maintained their real values over the same 
period.  

 
652. Currency de-basing, which was an administrative response to 

hyper-inflation, further concretised the loss of value for most of the 
fixed ZW$ benefits. The advent of currency de-basing, where a 
total of 25 zeroes were removed, resulted in insurance companies 
and pension funds automatically extinguishing insurance and 
pension liabilities without any payments. 

 
b) Dollarisation 

 
653. The adoption of the multiple currency regime in 2009 was one of 

the major structural changes in the insurance and pensions sector 
and, in particular, the subsequent conversion of the industry’s 
assets and liabilities. The dollarisation of the economy, effected 
through the Finance (No. 2) Act of 2009, signalled the demise of 
the ZW$ that had become virtually worthless at the time. The 
country adopted multi-currencies, namely, the US$ as the currency 
for national accounting, alongside a basket of other currencies 
which included the British Pound Sterling, the Euro, the South 
African Rand and the Botswana Pula.  

 
654. Due to the absence of regulatory guidance on the conversion 

process, insurance companies and pension funds were left with 
unfettered discretion on the conversion of insurance and pensions 
values. The Public Accounts and Auditors Board, through its 
member bodies such as the Institute of Chartered Accountants of 
Zimbabwe, provided general guidance on the conversion of 
financial statements to be used by preparers of accounts and 
auditors.  

 
655. Due to the specialised nature of the insurance and pensions 

industry, this guidance was not adequate to deal with the 
conversions of insurance and pensions values from ZW$ to US$. 
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IPEC should have championed the development of a conversion 
framework with standardised methods and assumptions for the 
various products in the industry. The conversion ought to have 
been subjected to an approval process by IPEC, regard being had 
to the different stakeholder interests to ensure equity and fairness.  

 
656. The most common method implemented on conversion was that 

assets that survived hyper-inflation were generally apportioned to 
policyholders, pensioners and pension fund members as a 
proportion of the ZW$ liability for a given policyholder or pension 
fund member to the total policyholder or pension fund member 
liabilities. This method was problematic in that it hypothecated 
ZW$ liabilities, which in themselves had not allowed for inflation 
indexation, to US$ assets at a different date, which led to 
inconsistencies. A full discussion of the inadequacies and 
shortcomings of the conversion methods and criteria is presented 
in Chapter 6 on the findings of TOR (viii). 

 
657. The failure to implement de-monetisation at dollarisation resulted 

in the zerorisation of all monetary assets, such as fixed-income 
securities and money-market instruments, held by the industry as 
illustrated in the Table below:- 
 

Asset Type Value in ZW$ ‘000, 000’ Proportion of 
Total Assets 

Bonds 104, 501, 891, 003, 230 0% 
Money-market +Cash 51, 958, 169, 123, 522, 400 0.40% 

 Source: Submissions by the Industry 
 

c) De-monetisation 
 
658. The de-monetisation exercise, which was undertaken by 

Government during the period 15 June to 30 September 2015, 
sought to decommission the ZW$ by giving value to ZW$ balances 
in the banking sector as well as cash balances held by individuals 
at the time of dollarisation.  

 
659. The absence of a policy guidance on the applicable exchange rate 

at the time of dollarisation, resulted in arbitrary, multiple and 
inconsistent methods of conversion by insurers and pension funds.  
Thus, a timely de-monetisation would have been appropriate.  
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660. When Government eventually de-monetised the ZW$ in 2015, the 
authorities used a UN determined exchange rate of US$1 or 
ZW$35 quadrillion. This, however, could have been a tacit 
admission by Government that the then prevailing official 
exchange rate (US$1 to ZW$140.7 billion) was not realistic. 
Unfortunately, the impact of using such an exchange rate on 
individuals’ ZW$ pension accumulations dating back to the 1970s 
was a reduction of life-time savings to just a few US cents, or at a 
maximum US$5.  

 
661. Most of the pensioners that got their lump-sum payments just 

around 2008 did not manage to withdraw their benefits from the 
banks due to the cash withdrawal limits that existed at the time. 
When they finally got the chance to access their benefits seven 
years after dollarisation, the maximum they could get was $5, 
considering the applied de-monetisation exchange rate. The US$5 
amount could not meet their reasonable benefits expectations with 
respect to purchasing power of a pension lump-sum benefit. This 
was confirmed through public hearings as detailed in Chapter 2 on 
Understanding the Problem.  

 
662. The loss of value through de-monetisation can be demonstrated 

through a summation of all proceeds of de-monetisation received 
by the insurance and pension industry as depicted in the Table 
below:- 
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Source: Submissions by respective investigated institutions  

 
663. As shown in the Table above, the industry received paltry amounts 

from the de-monetisation process. In addition, the choice of the 
exchange rate of US$1 to ZW$35 quadrillion, instead of the official 
exchange rate that prevailed at the time, could have been a 
deliberate strategy to reduce the de-monetisation burden on the 
fiscus. It is inconceivable to accept that market players lost 
significant amounts in bank balances, given the implied ZW$ 
balances, from the de-monetisation proceeds.   
 
Legislative Weaknesses and Regulatory Failure  

 
664. The weaknesses in governance practices at IPEC, NSSA and the 

Government Pension Scheme played a significant role in causing 
loss of value to policyholders or pension members. This was 
compounded by the weak legislation. The IPEC Act, the Pension 
and Provident Funds Act, the NSSA Act and the Insurance Act do 
not have provisions which deal with protection of policyholders and 
pension members.  

NAME OF INSTITUTION PROCEEDS OF DEMONETISATION (US$)
Old Mutual                                                         119,767.32 
NSSA                                                             4,465.00 
CATERING INDUSTRY PENSION FUND                                                             3,388.00 
FIRST MUTUAL LIFE                                                             1,700.00 
ZESA                                                                250.00 
ZB LIFE                                                                218.00 
NRZ                                                                   46.78 
FIRST FUNERAL                                                                   65.00 
MINING INDUSTRY PENSION FUND                                                                   35.00 
FOUNDATION MUTUAL SOCIETY                                                                   20.00 
CONSTRUCTION INDUSTRY PENSION FUND                                                                   10.00 
MOONLIGHT                                                                   10.00 
MOTOR INDUSTRY                                                                   10.00 
GMB                                                                     5.00 
LOCAL AUTHOURITIES PENSION FUND                                                                     5.00 
PASSION nil
ZMDC nil
CELL FUNERAL nil
ZIMNAT LIFE nil
MINERVA BENEFIT CONSULTING nil
NYARADZO nil
MARSH EMPLOYEE BENEFITS nil
ECONET LIFE nil
HERITAGE LIFE nil
FIDELITY LIFE nil
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665. The Commission identified the absence of effective governance 
practices at these institutions as one of the major causes of loss of 
value. Governance failure manifested itself through the following:- 

 
a) Poor governance at IPEC such as: 

 
i. absence of proactive risk-based supervision and on-site 

inspections; 
ii. failure to provide guidance on indexation, de-basing and 

dollarisation; 
iii. weak consumer protection and failure to protect consumers 

with respect to institutions that were wound up; 
iv. failure to spearhead amendments of the existing inadequate 

legislation; 
v. failure to provide guidance on actuarial, accounting, auditing 

and investment management practices. 
 

b) All the above factors are discussed in detail in Chapter 9 under 
findings for ToRs (xiii). 

 
c) IPEC failed to identify and put in place measures to protect the 

rights and reasonable benefit expectations of members, such as 
failure to introduce indexation of both premiums or contributions 
and benefits during hyper-inflation, the absence of pension 
increases, full commutations of pensions in payment and the 
failure to guide the market into conversion. 

 
d) Resultantly, policyholders and members of pension funds lost 

value because of the incompetence and lack of skills of the 
Regulator. 

 
Absence of Effective Resolution Framework for Failed 
Institutions 

 
666. The absence of a troubled institution resolution framework 

(business rescue or liquidation) for the insurance and pension 
industry resulted in reliance on remedies provided by the 
Companies Act [Chapter 24:03] which fail to recognise the 
specialised nature of the insurance and pension industry. 
Resultantly, the pension and policyholder assets were distributed 
to creditors of the pension fund or insurance company upon 
liquidation with no preference being accorded to the policyholders 
and pension fund members. 
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667. The Commission observed instances where institutions were 
wound up without the Regulator taking steps to protect 
policyholder interests. In most of the instances, IPEC professed 
shocking ignorance with regard to what would have transpired on 
the assets and liabilities of the wound up institutions. This 
ignorance puts into question the role of IPEC in the protection of 
policyholder interests and confirms the many public complaints 
against the Regulator for having failed to rein in rogue operators. 

 
668. The Table below indicates the status of assets and liabilities of 

wound-up life assurance companies. Of the 13 life insurance 
companies that were de-registered in 2010 alone, IPEC had no 
idea of what happened to the assets and liabilities of 8 of these 
companies, leaving the policyholders of these companies at the 
mercy of the insolvent companies whose licensed were eventually 
cancelled.  

 
Status of Assets and Liabilities of De-registered Life Insurance 
Companies 
Name of Insurance 
Company 

Date of 
De-registration 

Status of Assets or 
Liabilities 

Life insurance companies 

1. Commercial Union 
Assurance  8/20/2010 

No records indicating what 
happened to the 
assets/liabilities. 

2. Friends Provident 
Life Office 8/20/2010 

 No records indicating what 
happened to the 
assets/liabilities. 

3. Guardian Assurance   8/20/2010 
Transferred to Zimnat Life 
Assurance Company Limited. 

4. Manufactures’ Life 
Assurance  8/20/2010 

Transferred to First Mutual 
Life. 

5. National Mutual n 
8/20/2010 

No records indicating what 
happened to the 
assets/liabilities. 

6. Norwich Union Life 
Insurance Company 8/20/2010 

No records indicating what 
happened to the 
assets/liabilities. 

7. Paul Mkondo Life 
Assurance  7/16/2010 

No records indicating what 
happened to the 
assets/liabilities. 

8. Pearl Assurance  
8/20/2010 

No records indicating what 
happened to the 
assets/liabilities. 

9. Protea  Life 
Assurance  8/20/2010 

Transferred to ZB Life 
Assurance Company Limited. 
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Name of Insurance 
Company 

Date of 
De-registration 

Status of Assets or 
Liabilities 

10. Prudential 
Assurance  8/20/2010 

First Mutual Life Assurance of 
Zimbabwe. 

11. Regal Life 
Assurance  8/20/2010 

No records indicating what 
happened to the 
assets/liabilities. 

12. Shield of Zimbabwe 
Insurance Company   Not on record 

Transferred to Zimnat life 
Assurance Company 

13. Universal Life 
Assurance  8/20/2010 

No records indicating what 
happened to the assets or 
liabilities. 

 Source: IPEC Submissions to the Commission 
 
669. The process of de-registering did not take into account key 

fundamental steps, including actuarial valuation of insurance 
assets and liabilities, priorities that should apply in the distribution 
of assets, ensuring that the actuarial assets or liabilities are ring-
fenced before the Regulator issues a certificate of deregistration 
which will assist in the subsequent liquidation. 

 
670. The Table below shows the Funeral Assurance companies that 

wound up in 2010:- 
 

Name of Funeral  
Assurers 

Date of de- 
registration 

Status of assets and 
liabilities 

1. Bereaved Family 
Services  

7/16/2010 

Information in the file gave 
indication that First Funeral 
Assurance wanted the book 
but there is no confirmation 
whether it was finalized 

2. Celfet Funeral 
Assurance and 
Services  7/16/2010 

No records indicating what 
happened to the assets or 
liabilities. 

3. Chengetedzo Funeral 
Assurance  8/20/2010 

No records indicating what 
happened to the assets or 
liabilities.  

4. Future Funeral 
Assurance  8/20/2010 

No records indicating what 
happened to the assets or 
liabilities.  

5. Memorial Funeral 
Assurance  8/20/2010 

No records indicating what 
happened to the assets or 
liabilities. 

6. Oak Grave Funeral 
Assurance 8/20/2010 

No records indicating what 
happened to the assets or 
liabilities. 
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Name of Funeral  
Assurers 

Date of de- 
registration 

Status of assets and 
liabilities 

7. Perpro Funeral 
Assurance  7/16/2010 

No records indicating what 
happened to the assets or 
liabilities. 

8. Serenity Funeral 
assurance 7/16/2010 

No records indicating what 
happened to the assets or 
liabilities. 

9. Star Mutual Funeral 
Assurance  7/16/2010 

No records indicating what 
happened to the assets or 
liabilities. 

Source: Submission by the Insurance and Pensions Commission to the Commission 
 
671. Similarly, there were no records of what transpired to the assets 

and liabilities of funeral companies that were closed in 2010. The 
absence of assets and liability values points to the loss of value 
suffered by policyholders of these institutions.  

 
INTERNAL FACTORS 
 
672. The internal factors included, amongst others, the following: 
 

a) contribution arrears; 
b) arbitrary conversions of pension and insurance values;  
c) poor record-keeping; 
d) surrenders and lapses; 
e) poor corporate governance; 
f) historical cost accounting of pension funds’ assets; and 
g) Unsustainable administration expenses. 

 
a) Pension Contribution Arrears 

 
673. The pension industry witnessed an increase in pension 

contribution arrears. The problem dates back to the late 1990s as 
acknowledged in the annual reports of the Registrar of Pension and 
Provident Funds.  
 

674. The Table below shows pension contribution arrears (excluding 
NSSA) over the pre-dollarisation period from 1996 to 2008 in 
ZW$:- 
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Source: Computed from submissions by the industry 

 
675. The above amounts of contributions were losing value as inflation 

increased during the hyper-inflation period. There was no policy or 
regulatory guidance on the treatment of contribution arrears upon 
conversion. As a result, pension funds treated the accumulated 
arrears differently, with some writing them off, whilst others 
converted them at different rates.  

 
676. The following Table illustrates the amounts written off by some 

pension funds. 
 

Institution ZW$ Contribution Arrears 
ZB Life 9,520,021,000,000,000 
MIPF 484,098,072,071,000,000 

Source: Submissions by the industry 
 
677. As indicated above, the written off ZW$ amounts of arrears and 

foregone investment returns prior to dollarisation were not 
recovered. In addition, the values of arrears were adversely 
affected by currency de-basing as illustrated in the next table.  

 

1996 79,757,895.11                                          
1997 105,322,476.97                                        
1998 126,246,073.96                                        
1999 312,192,141.84                                        
2000 712,401,691.95                                        
2001 2,417,184,990.25                                    
2002 15,142,778,218.01                                  
2003 235,607,547,469.78                               
2004 245,687,028,821.63                               
2005 52,531,819,311,040.80                         
2006 1,337,466,813,093.51                            
2007 1,656,923,925,888.56                            
2008 487,052,158,740,848,000,000.00      

Amount of Contribution Arrears (1996 to 2008)
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678. The Table below shows the impact of currency de-basing on 
contribution arrears on the Local Authorities Pension Fund and the 
subsequent impact of dollarisation without official guidance:- 
 

 
Source: Submissions by the Local Industry Pension Fund  

 
679. It is evident from the above that currency de-basing eroded the 

value of the arrears that accrued prior to 2008. In the post-
dollarisation period, some employers continued to deduct pension 

TOTAL DUE TOTAL DUE Converted to Amount Due
LOCAL ZIMDOLLAR (Revalued) US $ (subject to minimum
AUTHORITY (Old Currency) (rate 1USD:ZW$200) of US$10.00)
MARONDERA * 7,375,725,666,443,260,000.00     7,375,725.67     36,878.63                  36,878.63                   
GWERU* 1,899,439,352,753,480,000.00     1,899,439.35     9,497.20                    9,497.20                     
HARARE CC* 45,424,086,306,731,700.00          45,424.09          227.12                       227.12                        
HWANGE* 2,068,527,931,663,680.00            2,068.53            2.45                           10.00                          
CHIPINGE RDC* 1,322,263,894,055,880.00            1,322.26            1.73                           10.00                          
PUNGWE BREW.* 40,371,036,322,821.00                 40.37                 0.03                           10.00                          
KADOMA MUN.* 33,795,171,528,787.40                 33.80                 0.02                           10.00                          
CHINHOYI* 31,829,232,025,956.40                 31.83                 0.02                           10.00                          
CHIREDZI TC* 20,890,416,665,434.20                 20.89                 0.01                           10.00                          
KWEKWE MUN.* 11,563,060,109,968.40                 11.56                 0.01                           10.00                          
EPWORTH* 8,899,029,415,242.42                   8.90                   0.01                           10.00                          
KAROI* 8,590,037,914,015.97                   8.59                   0.01                           10.00                          
VUNGU RDC* 5,952,071,680,679.72                   5.95                   0.00                           10.00                          
BULAWAYO CC.* 2,578,324,195,246.81                   2.58                   0.00                           10.00                          
HARARE W. UNION* 4,217,063,536,018.33                   4.22                   0.00                           10.00                          
MANYAME RDC* 3,731,027,447,302.12                   3.73                   0.00                           10.00                          
MUTARE* 1,959,387,058,530.04                   1.96                   0.00                           10.00                          
KADOMA LIQUOR* 3,139,633,163,076.69                   3.14                   0.00                           10.00                          
INGWEBU BREW.* 1,812,073,723,278.47                   1.81                   0.00                           10.00                          
SHURUGWI* 3,404,003,511,054.11                   3.40                   0.00                           10.00                          
REDCLIFF* 1,992,538,904,270.90                   1.99                   0.00                           10.00                          
ZIVAGWE RDC* 2,850,521,601,166.93                   2.85                   0.00                           10.00                          
GWANDA* 2,178,490,959,035.61                   2.18                   0.00                           10.00                          
CHEGUTU* 818,217,216,221.72                      0.82                   0.00                           10.00                          
DANDARO MKTG* 1,099,806,293,998.16                   1.10                   0.00                           10.00                          
UMGUZA* 1,087,976,853,358.63                   1.09                   0.00                           10.00                          
KWEKWE BREW.* 622,460,121,701.49                      0.62                   0.00                           10.00                          
NORTON* 447,475,531,157.93                      0.45                   0.00                           10.00                          
ZINWA* 125,168,095,862.19                      0.13                   0.00                           10.00                          
BINDURA RDC* 48,235,413,588.24                                           - 0.00                           10.00                          
CHIPINGE TC* 26,695,464,320.87                                           - 0.00                           10.00                          
MUTOKO RDC* 16,960,933,313.03                                           - 0.00                           10.00                          
BINDURA MUN.* 2,197,403,411.58                                             - 0.00                           10.00                          
RUWA* 32,356,528.86                                                  - 0.00                           10.00                          
CHIREDZI RDC* 310.25                                                              - 0.00                           10.00                          
RUSAPE -                                                 -                     -                             -                              
ZESA -                                                 -                     -                             -                              
GO-BEER -                                                 -                     0.00                           -                              
   TOTAL 9,324,173,945,674,640,000.00     9,324,173.85     46,607.28                  46,922.95                   

TOTAL DUE TOTAL DUE Converted to Amount Due
LOCAL ZIMDOLLAR ZIMDOLLAR US $ (subject to minimum
AUTHORITY (Old Currency) (Revalued) (rate 1USD:ZW$200) of US$10.00)
CHITUNGWIZA 53,306,960,206,618,600.00          53,306.96          266.53                       266.53                        
RUSAPE TC 127,521,271,612,070.00               127.52               0.64                           10.00                          
KARIBA 29,736,252,042,697.20                 29.74                 0.15                           10.00                          
ZESA 22,517,453,748,004.00                 22.52                 -                             10.00                          
GO-BEER 899,240,609,230.00                      0.90                   -                             10.00                          
MASVINGO 47,146,785,718.00                        0.05                   -                             10.00                          
BULAWAYO CC -                                                 -                     -                             10.00                          
    TOTAL 53,487,681,571,416,300.00          53,487.68          267.32                       326.53                        



181 
 

contributions but did not remit them to the respective pension 
funds. 

 
680. The Table below illustrates contribution arrears in the post-

dollarisation period:- 
 

 
Source: Industry submissions to the Commission. 

 
681. As at 31 December 2015, about $328.5 million in contributions was 

outstanding in the industry, excluding NSSA, which failed to 

Insurers 
Old Mutual                  18,178,140.67 
Fidelity Life                    3,034,496.69 
First Mutual                  30,572,000.00 
ZB Life                    1,076,485.76 
Zimnat Life                    1,763,141.40 
Sub Total                  54,624,264.52 

Administrators
Minerva                    7,483,000.00 
Marsh                    8,821,746.03 
Comarton                  17,455,000.00 
ZIB                        553,000.00 
Sub Total                  34,312,746.03 

Industrial Scheme
Mining Industry                    1,015,000.00 
Local Authorities                144,578,521.80 
Clothing Industry                    1,051,061.14 
Motor Industry                    3,527,000.00 
Construction Industry                        155,000.00 
ZMDC                    2,119,000.00 
Unified Councils                  15,068,000.00 
Catering Industry                        155,000.00 
Sub Total                167,668,582.94 

Stand Alone 
Communications and 
Allied                  24,485,000.00 
GMB                    5,935,152.00 
ZESA                    7,483,222.00 
Zimbabwe Electricity 
Industry                  31,588,743.00 
NRZ                    2,418,000.00 
Sub Total                  71,910,117.00 

Total                328,515,710.49 

Pension Contribution Arrears  as at 
December 2015
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provide data on outstanding contributions. These arrears are for 
the post-dollarisation period only.  

 
682. The non-remittance of contributions negatively affected pension 

accumulations and the respective returns on investment on the 
contributions foregone. As a result, some pension fund members 
who retired after dollarisation were informed by their respective 
fund administrators that they and their employers had not 
contributed for long periods, dating back to over a decade and, 
therefore, they were not entitled to any benefit. This is despite the 
employers having deducted the contributions but not having 
remitted them to the pension funds.  

 
683. In addition to the above, the problem was compounded by the lack 

of regulatory guidance with respect to the treatment of the arrears 
accrued and the foregone investment returns prior to the 
dollarisation period. It would, therefore, be an indictment on the 
Regulator that all those arrears and the foregone investment 
returns lost value due to hyper-inflation, currency de-basing and 
the poor conversion methods. 

 
684. Furthermore, the failure by the Regulator to penalise defaulting 

employers, due to lack of skills and willpower to protect the pension 
fund members, resulted in loss of value.  

 
685. To this end, retirees predictably lost value through the problem of 

contribution arrears. Resultantly, most of the victims of this 
malpractice had limited recourse to assert their rights through the 
courts owing to the associated cost implications. This was not 
helped by the absence of effective representations from the worker 
and pensioner representative bodies, as well as the absence of a 
Pensions’ Ombudsman.  

 
686. Cognisant of this challenge, the Commission recommends 

proactive and dissuasive measures to address this mischief 
through legislative amendments in line with practices in other 
jurisdictions. (see Chapter 9 on recommended comprehensive 
legislative reforms) 

 
b) Arbitrary Conversions of Pension and Insurance Values 

 
687. The Commission noted the arbitrary nature of conversions on 

pension and insurance values following dollarisation as one of the 
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major causes of loss of value for pension fund members, 
pensioners and insurance policyholders. The shortcoming with 
arbitrary benefit computations is that some policyholders or 
pensioners could have been underpaid while others were 
overpaid.  

 
688. In the absence of guidance from the regulators, most of the 

conversions were undertaken in a highly subjective and flawed 
manner that mostly protected the interests of the institutions ahead 
of the members and policyholders.  

 
689. First Mutual Life used managerial discretion to award flat amounts 

of US$15 on policies irrespective of the contract terms, period of 
participation and whether they had matured or not. The following 
Table illustrates conversions by First Mutual. 

 
Sample of Individual Policy Arbitrary Conversions at First Mutual 

 

 
Source: Submissions to the Commission by First Mutual 
 
690. As indicated in the Table above, First Mutual management 

exercised discretion in determining the US$ equivalent of benefits 
after conversion in 2009. One person, B.L. Ndhlovu, who took a 
policy with the sum assured being the equivalent of US$23,742 on 
1 of September 1992 was allocated nothing at conversion. He was 
then offered an ex gratia amount of US$15, which, according to 
First Mutual records, has not been paid out. 

Name DOI Maturity Date
Sum Assured US$ 
Equivalence Type of Fund 

Allocated 
US$ Value Date Paid Comment 

G. Matande 01/08/1999 01/08/2025 4,294.01 Personal Pension US$5 Not paid Management allocated amt US$15
B.K. Mangwanda 01/01/1994 01/01/2006 98,802 Personal Pension N/a 14/07/2006 Matured 01-01-2006 
A. Nyethula 01/02/1979 01/02/2009 1,165.52                 Endowment Z$766 N/a 08/04/1993 Surrender amt Z$539 paid on 08/04/1993
E. Ndhlovu 01/09/1996 01/08/2016 328.27                     Endowment 23,085 N/a 18/03/2005 Paid out an amount of Z$32,500 on 18/03/2005
A.S. Mutetwa 01/03/2003 01/03/2013 0.30                          Personal Pension US$5 Not paid Management allocated amt US$15
J. Tasara 01/05/1993 01/05/2024 655.69                     Personal Pension US$0 Not paid Management allocated amt US$15
E. Tembenuka 01/07/2002 01/07/2027 28.04                       Personal Pension US$5 Not paid Management allocated amt US$15
R. Chitimbe 01/01/1987 Whole Life 4,996.59                 WL 14,286 US$0 Not paid Management allocated amt US$15
J.C.Nguvo 01/07/1995 Whole Life 1,155.90                 WL 82,534 N/a Not paid Management allocated amt US$15
B.L Ndlovu 01/09/1992 01/09/2016 23,742.98               Personal Pension US$0 Not paid Management allocated amt US$15
JJ. Chimenya 01/11/1982 01/11/2007 2,824.60                 Endowment US$0 Not paid Management allocated amt US$15
H. Tsanga 01/09/2005 Whole Life 0.03                          Wealth Life Z$60m US$0 20/06/2013 Paid US$36 on 20-06-2013
M.C. Mlambo 01/12/1992 01/11/2006 2,591.19                 Personal Pension N/a 10/04/2007 Maturity value of Z$71,929,482 paid on 10/04/2007
 P.A. Jumbe 01/08/2005 01/08/2012 0.00                          Prosperity Pension US$20 Not paid Management allocated amt US$15
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691. On the same note, the LAPF granted discretionary amounts to 
pension fund members at the time of conversion. As the Table 
below shows, the US$ converted values of the ZW$ accumulations 
were mostly around US$357, regardless of the significant 
differences in the participation periods from member to member. 
Tsododo Julienne participated for 21 years and got US$357 whilst 
Elizabeth Mvududu got the same amount after 30 years in service.  

 
Sample of Defined Benefit Arbitrary Conversions by LAPF 
Name of 
member 

Date of 
entry 

Date of 
exit 

Period of 
participation 

(years) 

Approximate 
US$ 
accumulations 
for ZW$ 
contributions 

Florence 
Muzite 01/09/1989 31/08/2012 23.0 357.93 
Elizabeth 
Mvududu 01/02/1985 31/07/2015 30.5 357.97 
Puwish 
Chikafu  01/11/1987 31/08/2014 26.8 366.98 
Tsododo 
Julienne 01/08/1992 31/10/2013 21.3 357.97 
Francis 
Nyarumbu 01/05/1984 31/07/2010 26.3 357.93 
Abel Dube 01/12/1980 30/11/2009 29.0 366.98 

Source: LAPF submissions to the Commission 
 

NSSA’s Arbitrary Conversion Method for a DB Scheme 
 
692. In the absence of regulatory and policy guidance on conversion, 

NSSA used the cost of a few basic consumer goods to determine 
the pension rate in US$ as illustrated in the Table below:- 
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Item  Cost as at 
February 2009 (USD) 

2kg sugar 2.00 
2kg flour 2.15 
1 bar soap 0.85 
2 litres cooking oil 3.50 
10kg mealie meal 9.00 
500g salt 0.40 
1kg meat 3.00 
250g tea leaves 1.25 
2kg  rice 2.00 
TOTAL 24.15 

Source: NSSA submissions to the Commission. 
 
693. As reflected in the Table, the method used by NSSA had no regard 

to the formula for benefits-calculation as enshrined in the 
Regulations. This was contrary to the general practice for pension 
and insurance benefits calculations. 

 
694. The benefits for its National Pension Scheme were determined as 

reflected in the Table below. 
 

NSSA’s National Pension Scheme Benefits at Conversion 
Benefit Type  Rate (USD) 
Retirement Pension 25.00 per month 
Invalidity Pension 10.00 per month 
Survivor’s Pension 10.00 per month 
Children’s Allowance 10.00 per month 
Funeral Grant 200.00  
Retirement Grant 25.00  
Invalidity Grant 10.00  
Survivors Grant 10.00  

Source: NSSA submissions to the Commission 
 
695. Furthermore, the benefits under the NSSA’s Workers 

Compensation Insurance Fund were also arbitrarily determined as 
shown in the Table below:- 
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NSSA’s Benefits on the Workers Compensation Insurance Fund in 
2009 

 

Benefit Type Rate (US$) 
Worker’s Disability  Pension 15.00 per month 
Widow’s Pension 10.00 per month 
Children’s Allowance  5.00 per month 
Dependency Allowance 5.00 per month 
Worker’s Pension (Pneumoconiosis) 15.00 per month 
Widow’s  Pension (Pneumoconiosis) 10.00 per month 
Children’s Allowance (Pneumoconiosis) 5.00 per month 
Constant Attendance Allowance 5.00 per month 
Funeral Grant 200.00 

Source: NSSA’s submissions to the Commission 
 
696. As indicated in the Table above, the benefits did not take into 

consideration contributions made and the sum assured and the 
amounts were very small. 

 
c) Use of Historical Cost Accounting Figures in 

Conversion 
 
697. The use of historical cost accounting carrying values on all assets 

as required by the Pensions Regulations (S.I. 323 of 1991), for 
reporting purposes, in converting insurance and pension values 
from ZW$ to US$, resulted in a conversion method that failed to 
recognize the impact of hyper-inflation, thus resulting in loss of 
value. 

 
698.  Considering the high inflation environment that characterised the 

economy since the late 1990s, the historical cost accounting had 
the effect of under-stating values of pension funds’ assets. In the 
absence of effective benefits indexation, the liabilities were equally 
under-stated in real terms. 

 
699. Resultantly, significant surpluses accrued on account of the 

pension fund assets being marked to market. The dollarisation of 
the economy in 2009 is a classic instance in which assets had to 
be marked to market, in the process revealing the excessive 
surpluses that had been accumulating in the funds over the years. 
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700. Considering the absence of legislative provisions dealing with the 
determination and apportionment of surpluses, the accumulated 
surplus remained on the account of the fund, thereby depriving the 
members of their fair and rightful entitlement. 

 
d) Poor Record-keeping 

 
701. The Commission established that the industry, at both the 

Regulator and to regulated institutions level had serious 
deficiencies with regard to proper record-keeping. As highlighted 
in Chapter 2 on public complaints, a significant number of 
policyholders and pensioners failed to access their benefits and 
were deprived of their entitlements. In addition, most institutions 
failed to provide consistent information to the Commission on 
account of poor record-keeping as follows:- 

 
Accumulations of Contributions and Premiums for Individual 
Members 

 
702. Most of the institutions that were investigated, NSSA included, do 

not maintain individual member records of contributions made, the 
investment returns allocated to their respective accounts and 
transfers made from one pension scheme or administrator to the 
other. In the absence of such critical information, the institutions 
could not be expected to calculate the correct and fair entitlements 
for the individual members.  
 

703. The Commission found that the determination of benefits for most 
members was generally based on the date of joining and exit, 
paying little regard to the accumulations. Examples are as follows:- 

 
i. Minerva Benefits claimed that they could not provide salary 

progression of Charles Mpofu for the period 1990 to 2005. Mr. 
Mpofu joined Medtech Pension Fund in 1990 and exited in 
2009;  
 

ii. Marsh Employee Benefits also failed to provide accumulation 
records for a number of individual members within funds 
under its administration. For instance, they could not provide 
the full accumulation record for Fred Njanike of ART pension 
fund who joined on 1 October 1991 and exited on 31 July 
2009;  
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iii. Zimnat failed to provide a comprehensive record of yearly 
accumulations for each of the 30 sample of complainants 
obtained from public hearings.  

 
704. In order to evaluate the robustness of the data management 

systems in the industry, the Commission requested every 
institution to provide accumulation records from a given sample of 
validated complaints against the respective institution. The 
institutions failed to provide the individuals’ contribution history in 
order to explain how benefits were computed.  

 
705. The Government Pension Scheme failed to provide membership 

data and payments made during the pre-conversion period, citing 
failure to retrieve pensioner details from their systems. Similarly, 
NSSA could not provide a breakdown of the source of its 
investment returns in the financial statements. It is, therefore, 
difficult to see how they could have accurately allocated 
investments if they did not know the source. 

 
Statutory Returns on a Continuous Basis  

 
706. As observed in Chapter 4 on quantification of total industry assets, 

the majority of the institutions failed to provide complete sets of 
statutory returns in the form of financial statements, annual reports, 
actuarial reports and valuation reports for a 20 year period. 
Institutions such Old Mutual, First Mutual and ZB Life, could not 
provide such returns for a significant number of years.  

 
707. The failure to maintain such important records on a continuous 

basis points to the fact they may not have been able to calculate 
rightful entitlements at member or policyholder level. To this end, 
it may be concluded that the absence of data or its deliberate 
manipulation, is a significant cause of loss of value. 

 
708. Whilst there could have been genuine cases of poor record-

keeping in the industry, the Commission could not rule out 
concealing data as a tactic to frustrate its work, considering the 
implications of its findings on compensation. The formation of a 
Conversion Committee by the Life Offices Association at the 
inception of the Commission, whose minutes indicate collusion 
among players is a case in point. 

 
 



189 
 

Change of Shareholding of Insurer and Fund Administrators 
 
709. The Commission received a significant number of complaints over 

missing policyholder and pensioner records owing to changes in 
shareholding of insurers or management, as well as transfers of 
fund administration services from one institution to another. 
Commonly cited institutions with regard to missing data were ZB 
Life, which acquired the liabilities and, hence, the supporting 
assets of Southampton and First Mutual, which took over 
Prudential Mutual, Colonial Mutual, Pearl and ManuLife of 
Canada. Heritage Life Assurance, Cell Funeral Assurance and 
Zimpapers Pension Fund are other examples of institutions that 
indicated having lost data due to change of management.  Thus, 
value was lost through poor record-keeping associated with 
changes in management and fund administrators without any 
regulatory approvals. 
 

e) Poor Corporate Governance  
 
710. Poor corporate governance practices at IPEC licensee level were 

identified as some of the key reasons for the loss of value for 
pension fund members, pensioners and insurance policyholders. 
As highlighted in detail in Chapter 9 on regulatory and governance 
failure, deficiencies in corporate governance at the licensees 
included the following:- 
 
a) improperly constituted, inadequately skilled and conflicted 

Boards of directors and trustees; 
 

b) poor internal controls such as poor record-keeping, internal 
audit and risk-management functions and poor investment 
management practices; 
 

c) unsustainable and predatory administration expenses; 
 

d) poorly skilled institutions; and 
 

e) unregulated complicated group structures marred with 
conflicted and related party transactions. 
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f) Excessive Administration and Other Expenses 
 
711. The Table below shows the cash flows of life insurance companies 

and pension funds (including NSSA) after dollarisation for the 
period 2009 to 2014:- 
 

 
 Source: Calculated from the Industry’s Financial Statements 

 
712. The total contributions and premiums received in the period 

amounted to US$3.67 billion. Administration and other expenses, 
excluding benefit payments, amounted to US$2.96 billion, 
translating to 81% of total contributions.  

 
713. The Commission could not conduct a cash flow analysis for the 

pre-dollarisation period in order to establish the total contributions 
received, expenses incurred and asset build-up in real terms. This 
was due to the missing data and data integrity issues related to a 
number of key institutions.  

 
714. The Table below illustrates the average expenses excluding 

benefit payments, as a proportion of total contributions:- 
 
 
 
 
 
 



191 
 

Pension Fund Average 
pre-dollarisation 

(1996 to 2006) 

Average post- 
dollarisation 

(2009 to 2014) 
ZESA  39% 119% 
Catering Industry  69% 99% 
Clothing Industry  56% 122% 
Unified Councils  29% 56% 
NRZ 27% 93% 

 Source: Calculated from the Industry’s Financial Statements 
 
715. The high expense ratios indicated above are more than 100 times 

bigger than that of jurisdictions such as the UK where all-in 
expenses are capped at 0.75%. Even the lowest expense ratio for 
standalone pension funds averaged 8% during the period 2009 to 
2014. The table below shows more examples of upper limits on 
expense ratios in other jurisdictions:- 

 
Country  Fees on 

Contributions  
Fees on 
Assets  

Fees on 
Return  

Fixed 
Fee  

Latin American countries   
Argentina  1% of salary  -  -  -  
Bolivia  0.5% of salary  0% - 0.223%  -  -  
Colombia  3% (a)  -  -  -  
Chile  No limit  -  -  No limit  
Costa Rica  4% of salary  -  8%  -  
El Salvador  3% (a) of salary  -  5%  -  
Mexico  No limit  No limit  -  -  
Peru  No limit  -  -  -  
Uruguay  No limit  -  -  No limit  
Central and Eastern European countries   
Bulgaria  5% of 

contributions  
1%  -  BGN 20  

Estonia  3% (b)  2%  -  -  

Hungary  6% of contributions 
(4.5% in 2008)  

0.9% (0.8% 
in 2008)  -  -  

Kazakhstan  -  0.05%  15%  -  
Latvia  No limit (c)  No limit  -  -  

Poland  7% of contributions 
(3.5% by 2014)  0.45%  0.05%  -  

Slovak Republic  1% of 
contributions  

0.70%  -  -  

Other OECD countries   
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Country  Fees on 
Contributions  

Fees on 
Assets  

Fees on 
Return  

Fixed 
Fee  

Australia  

If the account balance falls below A$1000 
(US$ 850), special fee provisions may apply 
which will limit the fees which can be charged 
to the individual balance.  

No limit  

Sweden  -  

No limit, but 
rebates are 
paid back to 
members’ 
accounts  

-  -  

Source: OECD Working Papers on Insurance and Private Pensions No. 27 (2008), 
page 8 

 
716. It is clear from the excessive expense ratios of some pension funds 

that there was need for regulatory intervention, considering that in 
many cases, almost all pension contributions were going towards 
meeting the costs of administering the pension fund. It, therefore, 
defeated the purpose of setting up the fund. Thus, predatory 
administration and other expenses were a major cause of loss of 
value in the dollarisation period. For example, the Construction 
Industry Pension Fund, whose sponsoring employers charge 10% 
commission for administering contributions to the Fund. Such 
arrangements erode accumulation values of pensioners. It is the 
obligation of an employer to deduct contributions rather than being 
paid a commission for doing a statutory duty. 

 
g) Failure to Separate Insurance, Pension and Shareholder 

Assets 
 
717. All life insurance companies investigated by the Commission failed 

to demonstrate to the Commission that they maintained separate 
and distinct funds of insurance and pension assets that were 
acquired during the investigation period of 1996 to 2014. This was 
in contravention of the provisions of section 16 of the Pension and 
Provident Funds Act.  

 
718. The failure to separate insurance and pension assets could have 

led to the use of pension assets in capitalising the business of the 
insurance company for the benefit of the shareholders. Some 
institutions such as First Mutual Life and Fidelity Life provided up 
to 5 different sets of pension and insurance asset values each time 
the data was queried. This could explain the rapid growth in 
shareholder assets at the expense of policyholder funds. The 
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following group structures of some top companies support this 
point:- 

 
FIRST MUTUAL HOLDINGS GROUP ORGANOGRAM 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
Source: First Mutual Life Assurance Submissions to the Commission 
 
719. As demonstrated above, First Mutual Holdings Group, an 

institution formed after its de-mutualisation of the then mutual 
society First Mutual is now the majority owner of all assets in the 
group. The Life Company – First Mutual Life only owns 11% of 
Tristar Insurance and 19.9% of First Mutual Wealth Management. 
 

720. Policyholder funds were used to capitalise businesses of insurers 
which witnessed the formation of group structures predominantly 
owned by shareholders of insurance companies. Holding 

First Mutual 
Holdings Limited 

African 
Actuarial 

Consultants 
(sold) 

 

Sol 

Rainbow 
Tourism 
Group 

100% 
56.52% 

19.92%
% 

100% - sold 1 Jan 2016 

80.1% 88.48%
% 

First Mutual 
Wealth 

Management  

100% 
11% 

Tristar 
Insurance 

 

First 
Mutual 
Health 

Company 

FMRE 
Property 

and 
Casualty 

(Zimbabwe) 

FMRE Life 
and Health 

 

FMRE 
Property and 

Casualty 
(Botswana) 

Pearl 
Properties 

100% 100% 100% 

First 
Mutual 

Life 

 

19.9% 

National Social 
Security Authority 

Capital Bank 

0.52% 

82 000 other 
shareholders 

 

51.33% 20.08% 28.59 

% 



194 
 

companies of insurance companies purported to be supporting 
their subsidiary insurance companies when in actual fact they were 
siphoning policyholders’ resources. For instance, First Mutual had 
a policy of deducting 5% commission on every premium to the 
holding company. The fees payable to the holding company were 
not linked to the performance of the insurance subsidiary. 
  

721. The next figure illustrates the group structure of Old Mutual 
Zimbabwe Limited:- 
 

 
722. Similar to First Mutual, the reasons for the growth in Old Mutual’s 

shareholder assets at the expense of policyholder assets, as well 
as the source of financing for such the growth remained 
unexplained. Old Mutual policyholders owned 25% of the 
institution as at December 2014 against 75% for shareholders. The 
Commission was of the conclusion that policyholder assets could 
have been transferred to shareholders of Old Mutual. 
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Ranking of Factors Causing Loss of Values 
 

723. In analysing the impact of factors causing loss of value, the 
Commission took loss of value as the dependent variable and 
summarised the explanatory factors into 3 clusters as follows:- 

 
i. Macro-economic Factors (Macro):- 

 
724. These being policy level factors at the national level covering the 

following issues:- 
 

a) Inflation. 
b) Currency de-basing. 
c) Exchange rate used for de-monetisation. 

 
ii. Regulatory Factors (Meso):- 

 
725. These being regulatory (quasi Government) factors at the 

intermediate level encompassing the following issues:- 
 

a) failure by the Regulator to guide the industry on currency de-
basing, inflation and conversion processes; 
 

b) failure to protect consumers of insurance and pension 
products; 
 

c) weak legislation, regulatory processes and systems; 
 

d) absence of a resolution framework for failed pension funds 
and insurance companies; 
 

e) failure to deal with contribution arrears; 
 

f) failure to provide and enforce good corporate governance. 
 

iii. Institutional Factors (Micro) 
 
726. These being institutional factors covering the following corporate 

governance issues:- 
 

a) failure to index contributions, premiums and benefits to 
inflation; 

b) unsustainable administration and other expenses; 
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c) product terminations and closures as a consequence of 
inflation;  

d) contribution arrears; 
e) arbitrary conversion of pension and insurance values; 
f) poor record-keeping; 
g) surrenders and lapses; 
h) failure to separate insurance, pension and shareholder 

assets; 
i) de-mutualisation; 
j) poor compositions and conflicted Boards of directors and 

trustees; 
k) inadequate public disclosure – failure to provide benefit 

statements and accumulations; 
l) poor risk-management systems and practices. 

 
727. Having clustered the causal factors of loss of value into three 

explanatory variables as above, the next stage involved ascribing 
weights to these factors, thereby providing a basis for their ranking. 

 
Ascribing Weights to Factors Causing Loss of Value 
 
728. Due to the problems associated with the adequacy and integrity of 

data submitted by the industry to the Commission, an exact 
quantification of loss of value attributable to the various factors 
could not be achieved. Resultantly, the Commission relied on a 
qualitative approach based on its judgement of the extent that the 
respective factors caused loss of value.  

 
729. The judgement was informed by the extent to which parties to 

pension and insurance service provision influenced the factor that 
caused the loss of value. In addition, the impact of factors, causes 
and reasons for loss of value were analysed in two periods, namely 
pre- and post-dollarisation. This was in recognition of the fact that 
value was lost in both periods.  

 
730. For instance, the following factors were attributed to the 

institutional (micro) level: (i) excessive expenses (ii) lack of inflation 
indexing (iii) investment management practices, actuarial practices 
and accounting and (iv) conversion methods. On the other hand, 
the following factors was attributed to the meso level of the 
regulator, namely, contribution arrears.  

 



197 
 

731. Factors attributable to the macro level (Government) cover the 
following: (i) inflation (ii) currency de-basing (iii) de-monetisation 
and (iv) general macro-economic instability (1998-2008). Informed 
by the extent to which parties influenced these factors, the 
Commission ascribed the following weights:- 

 
 Factor  Weighting  
Macro  Inflation. 43% 

Currency de-basing. 
Exchange rate used for de-monetisation. 

Meso  Failure by the Regulator to guide the industry on 
currency de-basing, inflation and conversion 
processes. 

21% 

Failure to protect consumers of insurance and 
pension products. 
Weak legislation, regulatory processes and 
systems. 
Absence of a resolution framework for failed 
pension funds and insurance companies 
institutions. 
Failure to deal with contribution arrears. 
Failure to provide and enforce good corporate 
governance 

Micro  Failure to index contributions, premiums and 
benefits to inflation. 

 

Unsustainable administration and other expenses  
Products terminations and closures  36% 
Actuarial service provision  
Contribution arrears 
Poor investment and risk-management practices  
Surrenders and lapses 
Poor accounting methods and practices 
Lack of transparency surrounding de-mutualisation 
processes 
Arbitrary conversion methods  
Excessive expenses  
Poor compositions and conflicted Boards of 
directors and trustees subversion  
Poor record-keeping  
Failure to separate insurance, pension and 
shareholder assets 

 

Poor composition and conflicted Boards of directors 
and trustees. 
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Recommendations 
 
732. The following recommendations are derived from the foregoing 

conclusions on cause of loss of value:-  
 

 
Factors Causing Loss of Value Recommendations  
Macro: 
 
Inflation, currency de-basing and de-
monetisation 

 
 
1) Government policies should foster 

macro-economic stability. 
2) The Regulator should enforce 

products that respond to the macro-
economic environment. 

3) To establish fair compensation for 
losses due to de-monetisation, 
Government must establish an 
independent body to revisit the de-
monetisation process. 

4) The basis of compensation should be 
cognisant of the real purchasing 
power of premiums or contributions 
and benefits. 

Meso: 
 
Failure by the Regulator to guide the 
industry on currency de-basing, 
inflation and conversion processes. 
Failure to deal with contribution 
arrears. 
Weak legislation, regulatory processes 
and systems. 
Failure to protect consumers of 
insurance and pension products. 
Inadequate public disclosure – failure 
to provide benefit statements, 
accumulations. 
Absence of a resolution framework for 
failed pension funds and insurance 
companies institutions. 
Failure to provide and enforce good 
corporate governance. 

 
5) To achieve effective regulation for 

the industry, Government should 
overhaul IPEC’s structure, 
processes and the enabling 
legislation. 

6) Government should establish the 
Office of an Ombudsman to 
champion consumer interests in the 
insurance and pension industry. 

7) The Consumer Council of Zimbabwe 
should expand its scope to cover 
consumers of insurance and 
pensions products, as well as 
promoting consumer literacy. 

8) Promotion of independent financial 
planners and advisors. 

9)  Government should establish an 
effective troubled institution 
resolution framework. 

10) Government should codify key 
elements of the ZimCode into the 
Insurance and Pensions Statutes. 
 
 
 



199 
 

Factors Causing Loss of Value Recommendations  
Micro: 
 
Failure to index contributions, 
premiums and benefits to inflation. 
Unsustainable administration and 
other expenses. 
Product terminations and closures as 
a consequence of inflation.  
Contribution arrears. 
Arbitrary conversions of pension and 
insurance values. 
Poor record-keeping. 
Poor risk-management systems and 
practices. 

 
11) The industry should design and 

promote products that are fair and 
also respond to the macro-economic 
environment. 

12) The Regulator should impose upper 
limits on administration expenses.  

13) The Regulator must ensure that all 
terminations, commutations and 
contractual alterations are agreed by 
both parties and approved by the 
Regulator. 

14) Employers in arrears, even for the 
pre-dollarisation period, should be 
held accountable and thus 
compensate.  

15) Implement a sound compensation 
basis (refer to Chapter 7 on 
Compensation basis). 

16) The Regulator must enhance its ICT 
supervisory framework while the 
industry maintains dynamic and 
flexible data management systems.  

17) The Regulator and industry must 
adopt robust risk-management 
systems and practices, as well as 
standardised reporting and 
disclosure.  

 
733. As indicated above, the key recommendations in this Chapter 

include the need for Government to foster macro-economic 
stability and to overhaul the legal and regulatory frameworks for 
the sector, the capacitation of IPEC to commence prudential 
supervision, including the regulation of market conduct, to revisit 
the de-monetisation process, to ensure fair compensation, the 
establishment of an Ombudsman of the insurance and pension 
industry, and regulation of cannibalistic administrative expenses 
which were the biggest cause of loss of value in a dollarised 
environment. 
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Chapter Summary 
 
Role of Insurance and Pension Service Providers during the 
Conversion Process 

 
734. Institutions that played or could have played a role in the 

conversion of insurance and pension values from the ZW$ to the 
US$ were Government, IPEC, Actuarial Society of Zimbabwe, 
Public Accounts and Auditors Board, industry associations, 
pressure groups, insurance companies, pension funds and 
pension fund administrators. 

 
735. The finding by the Commission was that Government failed to 

provide policy and regulatory guidance to the insurance and 
pension industry during inflation and when the ZW$ currency was 
de-based in 2006, 2008 and 2009, as well as at the time of 
conversion. Thus, Government failed to protect the rights and 
reasonable benefit expectations of policyholders and pension fund 
members. 

 
736. IPEC failed to initiate and champion measures to protect 

policyholder and pension fund member values, and also failed to 
provide guidance to the industry during the periods of inflation, 
when the ZW$ currency was de-based in 2006, 2008 and 2009 
and at the time of conversion. 

 
737. Resultantly, the industry relied on its own tools and policies to 

convert values, which conversions were prejudicial to pensioners, 
pension fund members and insurance policyholders.  

 
738. At the time of conversion, the Actuarial Society of Zimbabwe did 

not have the capacity to provide any guidance on the conversion 
process. The ASZ did not regulate its members as expected, 
effectively placing this obligation on external professional bodies 
such as the Institute and Faculty of Actuaries of the UK (IFoA), the 
Actuarial Society of South Africa (ASSA) and the Society of 
Actuaries of the USA (SOA). The industry relied on guidance by 
individual actuaries and actuarial firms to convert values from ZW$ 
to US$. Moreover, there were only two resident and qualified 
actuaries in Zimbabwe at the time of conversion. 

 
739. At the time of dollarisation, the industry associations, namely 

PAAB, LOA, ZAPF, ZAFA and ICZ, did not provide guidance on 
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the conversion process. However, LOA belatedly set up a 
Conversion Committee in August 2015 in apparent response to the 
establishment of the Commission. The purpose of the Committee 
was to equip the members of the association to respond to 
requests from the Commission for information and data relating to 
the conversion process. Although PAAB issued guidance on 
conversion of financial statements, the guidance was so general 
that it did not meet the specific requirements of the insurance and 
pension industry. 

 
740. There were no insurance and pension rights groups or 

Ombudsman at the time of conversion. However, five insurance 
and pension rights groups were set up in 2012, in response to the 
challenges that their constituencies encountered on conversion. 
The organisations played an advocacy role during the post-
conversion period. 

 
741. On the advice of their respective actuaries, auditors and financial 

advisors, insurance companies and pension funds were directly 
responsible for the conversion processes and, the errors and 
omissions during the processes. 
 
Causes, Factors and Reasons for Loss of Value 

 
742. The Commission interpreted ‘causes’, ‘factors’ and ‘reasons’ for 

loss of value for policyholders and pension fund members as 
synonymous terms for the purposes of dealing with ToRs (v) and 
(vi). The identified factors were divided into external (macro and 
regulatory) and internal (institution specific). 

 
743. The macro-economic factors included inflation, currency de-basing 

and the exchange rates used at the time of de-monetisation. 
Inflation resulted in loss of value through the erosion of premiums 
or contributions, real investment returns, benefits and the 
wholesale terminations of individual life, retirement and savings 
insurance products. 

 
744. Currency de-basing resulted in insurance companies and pension 

funds automatically extinguishing insurance and pension liabilities 
without actual payments. This was on account of the zerorisation 
of ZW$ accumulations owing to currency de-basing of up to 25 
zeroes. 
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745. At the time of dollarisation Government did not de-monetise the 
ZW$ into US$ values. Resultantly, the conversion of insurance and 
pension liabilities was not guided or approved by IPEC to ensure 
equity and fairness. The industry received insignificant amounts 
from the de-monetisation proceeds. In addition, pensioners who 
got their lump-sum payments in 2008 failed to access their 
pensions and, in most cases, only managed to get US$5 as de-
monetisation proceeds.  

 
746. Policyholders and pension fund members lost value due to IPEC’s 

failure to protect rights and reasonable benefit expectations, such 
as compelling indexation of both premiums or contributions and 
benefits during hyper-inflation, pension increases, deterring 
commutations of pensions in payment and guiding the market 
during conversion.  

 
747. There was no troubled institution resolution framework (business 

rescue or liquidation) for the insurance and pension industry, 
resulting in the pension and policyholder assets being distributed 
to creditors of the pension fund or insurance company upon 
liquidation. In the absence of a policyholder protection fund, 
prudential regulations and the regulation of market conduct, 
policyholders of life companies whose licences were cancelled by 
IPEC lost the entire value in the failed institution. 

 
748. The internal factors included contribution arrears, arbitrary 

conversions of pension and insurance values, poor record-
keeping, surrenders and lapses, poor corporate governance, and 
unsustainable administration expenses. There is also a possibility 
of deliberate asset-stripping, considering the industry’s failure to 
provide accurate, consistent and reliable asset data as 
demonstrated in Chapter 4. 

 
749. The Commission noted the non-remittance of pension 

contributions by employers during the entire investigation period, 
with ZW$ arrears and unpaid interest being written-off by several 
institutions at dollarisation. The post-dollarisation arrears 
amounted to US$328.5 million at 31 December 2015. Some of the 
institutions that did not remit contributions have since been 
dissolved or were facing viability challenges. 

 
750. In the absence of guidance from the regulators, most of the 

conversions were undertaken in a highly subjective and flawed 
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manner that mostly protected the interests of the institutions 
instead of the interests of the members and policyholders. 
Resultantly, policyholder value was transferred to shareholders of 
the insurance companies. 

 
751. The Commission established that the industry, at both the 

Regulator and the regulated institutions level, had serious 
deficiencies with regard to proper record-keeping. Most institutions 
failed to provide the Commission with consistent information due 
to poor record-keeping, including information relating to 
accumulations of contributions and premiums for individual 
members, investment returns, asset build-up and with copies of 
statutory returns over the investigation period.  

752. The Commission received a significant number of complaints over 
missing policyholder and pensioner records due to changes in 
shareholding of insurers and management, as well as transfers of 
fund administration services from one institution to another.  

 
753. Poor corporate governance practices, such as improperly 

constituted, inadequately skilled, conflicted Boards of directors and 
trustees and poor internal controls, were identified as some of the 
causes of loss of value. Excessive administration and other 
expenses at institutional level were noted as a major cause of loss 
of value, as the post-dollarisation industry expenses averaged 
81% of contributions and premiums, leaving only 19% for 
investments.  

 
754. The Commission noted the industry’s failure to demonstrate that 

they maintained separate funds and accounts in violation of 
section 16 of the Pension and Provident Funds Act [Chapter 
24:09]. This could explain the rapid growth in shareholder assets 
at the expense of policyholder funds. The Table below summarises 
factors, causes and reasons for loss of value:- 
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 Factor  
Macro  Inflation. 

Currency de-basing. 
Exchange rate used for de-monetisation. 

Meso  Failure by the Regulator to guide the industry on currency de-
basing, inflation and conversion processes. 
Failure to protect consumers of insurance and pension products. 
Weak legislation, regulatory processes and systems. 
Absence of a resolution framework for failed pension funds and 
insurance companies institutions. 
Failure to deal with contribution arrears. 
Failure to provide and enforce good corporate governance 

Micro  
 
 
 
 
 
 
 
 
 
 
 
Micro 
(cont.) 

Failure to index contributions, premiums and benefits to 
inflation. 
Unsustainable administration and other expenses 
Products terminations and closures  
Actuarial service provision  
Contribution arrears 
Poor investment and risk-management practices  
Surrenders and lapses 
Poor accounting methods and practices 
Lack of transparency surrounding de-mutualisation processes 
Arbitrary conversion methods  
Excessive expenses  
Poor compositions and conflicted Boards of directors and 
trustees subversion  
Poor record-keeping 
Failure to separate insurance, pension and shareholder assets 
Poor composition and conflicted Boards of directors and trustees. 

 
 

Weighting of the Factors, Causes and Reasons for Loss of Value 
 
755. The process of weighting the factors, causes and reasons of loss 

of values was challenging, in view of the multiplicity of factors that 
caused loss of values, with some being related whilst others were 
independent but happening at the same time. There were also 
some factors that had the potential to individually wipe all the 
value.  

 
756. A case in point was the abnormally high administration expenses 

in some institutions which exceeded total pension contributions 
and insurance premiums, inflation which resulted in negative real 
return on fixed income securities from 2001 to 2008, currency de-
basing, which wiped out all insurance and pension accumulations 
owing to the absence of inflation indexation, the de-monetisation 
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exchange rate that resulted in insignificant lump-sum payments 
and failed insurance companies that closed and did not pay 
anything to policyholders or pensioners. 

 
757. In the absence of reliable quantitative data to establish the 

causality relationship among factors, the weighting was eventually 
based on qualitative assessment. This process yielded the 
following average weights: macro-level factors, was 43%, meso-
level or regulatory failure was 21% and micro-level or institution 
specific factors was 36%. 

 
Recommendations 

 
758. A number of recommendations are proffered by the Commission 

as part of the post-inquiry reforms. These include the need for 
Government to foster macro-economic stability, overhaul the legal 
and regulatory frameworks for the sector, to capacitate IPEC to 
commence prudential supervision, including the regulation of 
market conduct, to revisit the de-monetisation process in order to 
ensure fair compensation, to establish an Ombudsman for the 
insurance and pension industry and to regulate cannibalistic 
administrative expenses, which were the biggest cause of loss of 
value in a dollarised environment. 
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CHAPTER 6: 
 

CONVERSION METHODS AND PROCESSES 
 
Introduction 
 
759. This Chapter presents findings under ToR (viii) which requires the 

Commission to “investigate the processes, methods and criteria 
used in the insurance and pension industry for converting values 
from ZW$ to US$. The Commission examined the conversion 
guidance offered to the industry and the steps and formulae that 
were used by the industry during the conversion exercise. 

 
Conversion guidance issued to the Industry 
 
760. As highlighted in the preceding Chapter, there was no industry 

specific guidance on the conversion of insurance and pension 
assets and liabilities from ZW$ to US$ by the relevant 
stakeholders. This left the insurance companies and pension funds 
to decide their own individual approach.  

 
Processes, Methods and Criteria Used in Converting, Values from 
ZW$ to US$ 
 
761. For the purposes of analysing the methods and criteria applied in 

converting values from ZW$ to US$, the industry was analysed on 
the following basis:- 

 
a) life insurance companies; 
b) pension funds; 
c) the National Social Security Authority; and 
d) the Government Pension Fund. 

 
Conversion Methods and Processes Used by Insurance Companies 
and Pension Funds 
 

Conversion of Assets 
 
762. Generally, the industry employed similar methods in converting 

ZW$ value of assets into US$ values. The conversion of asset 
values was overseen by a number of professionals, including 
accountants, auditors and actuaries. The conversion by asset 
class is discussed in the following sections. 
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Listed Equities 
 
763. In line with the PAAB guideline, values of listed equity investments 

were determined by prevailing stock prices on the Zimbabwe Stock 
Exchange. ZB Life and Old Mutual valued listed equity holdings 
using ZSE quoted prices on 2 March 2009, while Fidelity Life 
Assurance used quoted prices at 31 March 2009. Other companies 
used ZSE equity values at other dates. 

 
764. The Commission viewed the use of ZSE equity prices as 

reasonable, since these values are market determined. However, 
there was insufficient price discovery during the early months of 
dollarisation because the ZSE had closed on 17 November 2008 
and only re-opened on 19 February 2009. That had depressive 
effects on the general valuation of listed companies and ultimately 
the share prices. Share prices subsequently adjusted to reflect 
improved price discovery as time passed. 

 
Unlisted Equities 

 
765. The industry did not have a standard guidance on the valuation of 

unlisted equities, considering the many subjective methods of 
valuing unlisted investments. ZB Life and Fidelity Life used net 
asset value, which was the widely used method. As observed 
above, in relation to valuation of listed equities, there were 
challenges relating to price discovery at a time when the market 
switched from the use of ZW$ to US$. 

 
Property, Plant and Equipment 

 
766. These were valued by independent professional valuators. ZB Life, 

Fidelity Life, Zimnat and Old Mutual indicated that they valued this 
asset type on the basis of open market values. Old Mutual, the 
largest institutional property investor on the local market, further 
used its internal valuation procedures in adjusting values 
determined by external valuators. The values of property were 
initially taken as forced sale values in the March 2009 valuation, 
which reflected 40% of the Old Mutual Investment Group value, 
increasing to 50% in June 2009 and reverting to full market value 
in September 2009. The Commission was informed that Old 
Mutual’s shareholders had no investment in property before 
dollarisation. 
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767. The Commission is of the view that, at the time of conversion, the 
property values were understated, considering the distortions that 
surrounded the transition from ZW$ to US$. The valuation 
processes were fraught with poor quality valuation assumptions for 
variables such as future rentals, level of voids and future capital 
growth, as well as establishing an appropriate market 
capitalisation rate, given that at conversion, there was no objective 
precedence for their determination. 

 
768. This explains why, on account of revaluations, the value of the total 

industry property portfolio increased by 58% from US$944 million 
in 2009 to US$1.49 billion in 2014. This was despite there being 
few new acquisitions in the post-dollarisation period as shown in 
the Table below:- 

 

 
Source: Computed from property schedules submitted by the industry 

 
769. Institutions not included in the above Table did not acquire any 

properties during the period 2009 to 2014. Considering that only 
US$160 million worth of property was acquired during 2009 to 
2014, the increase in the industry’s total property value from about 
US$ 944 million in 2009 to US$ 1, 49 billion can thus be attributed 

Name of institution Value of Properties Acquired
NSSA 81,470,000.00                                
Zimbabwe Electricty Industry Pension Fund 31,632,906.12                                
Fidelity Life 11,120,500.00                                
Marsh Employee Benefits 6,903,289.18                                  
Motor Industry Pension Fund 6,637,470.00                                  
Communications Industry Pension Fund 4,960,000.00                                  
Minerva Benefits 3,437,825.00                                  
GMB 4,185,000.00                                  
Catering Industry Pension Fund 3,670,000.00                                  
Construction Industry Pension Fund 2,753,367.41                                  
Vineyard 819,472.31                                      
Comarton Consultants 374,164.00                                      
Passsion 640,000.00                                      
Zimpapers 435,000.00                                      
Ruvimbo 400,000.00                                      
Nyaradzo 246,821.00                                      
Unified Councils Pension Funds 21,023.37                                        
Foundation Mutual 7,532.60                                          
Total 159,714,370.99                             

PROPORTIES ACQUIRED FROM 2009 TO 2014
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to portfolio revaluations to the tune of US$386 million. Thus, the 
decision by some players to discount the values determined by 
professional external valuators is testimony of lack of regulatory 
guidance on valuation methods. 

 
Money-Market, Bonds and Cash 

 
770. In the absence of de-monetisation of ZW$ values at the time of 

conversion, money-market instruments, bonds and cash were not 
converted into US$ when the economy dollarised. The industry 
valued the balances in these asset classes at zero (zerorisation). 
This, therefore, implies that the market value for the policyholder 
funds excluded cash, money and bond market investments held 
prior to dollarisation. 

 
771. However, when Government eventually de-monetised in 2015, the 

proceeds received by the industry were generally negligible. For 
instance, Old Mutual received US$119,767. 32, NRZ Pension 
Fund received US$46.78, Mining Industry Pension Fund received 
US$35 and ZMDC Pension Fund received US$5. Several 
institutions received zero values during the de-monetisation 
exercise.  

 
772. The negligible de-monetisation proceeds were, therefore, 

reflective of the insignificant amounts of ZW$ balances held by 
institutions prior to dollarisation. As observed in Chapter 4 on 
Breakdown of Industry Assets, the ZW$ proportions of money-
market and bond investments in 2008 were almost negligible, at 
0.398% and 0.001% of total assets, respectively.  

 
773. Whilst cash, money and bond-market balances were zerorised at 

conversion, the Commission is of the view that adjustments should 
be made to restitute the 2015 de-monetisation proceeds to the 
affected funds.  

 
Accounts Receivables and Other Assets 

 
774. Accounts receivables and other assets mainly considered were, 

sundry debtors, stationery stocks, rent debtors and contribution 
arrears. These were valued in various ways, taking cognisance of 
the need to maintain their real value through proxies. For example, 
some companies had started charging rentals in fuel coupons, thus 
the value of rent debtors was based on the value of the fuel they 
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represented. Most of the debtor balances which had no underlying 
US$ value were written down to nil. 

 
Pension Contribution Arrears  

 
775. At the commencement of the inquiry period of the Commission in 

1996, pension contribution arrears had begun accumulating.  This 
was acknowledged in the reports of the Registrar of Pension and 
Provident Funds dating back to 1996. 

 
Institution ZW$ Contribution Arrears Treatment 
ZB Life 9,520,021,000,000,000 Written off 
MIPF 484,098,072,071,000,000 Written off 

 
776. The conversion process did not take into account contribution 

arrears that accumulated prior to dollarisation which were largely 
written off upon dollarisation, which undermined assets to the 
prejudice of pension fund members and to the benefit of 
sponsoring employers. 

 
Conversion of Liabilities 

 
777. Considering the absence of a standardised guidance on the 

conversion of insurance and pension liabilities, each institution 
devised and applied its own conversion methods.  The following 
sections present the conversion approaches applied by various 
institutions which were given in response to a questionnaire sent 
out by the Commission. 
 
OLD MUTUAL LIFE ASSURANCE  

 
778. The details of the conversion exercise at Old Mutual were done at 

the following levels:- 
 

a) at policyholder and shareholder level; 
b) under the policyholder level, at investment fund level; 
c) under investment fund level, at pension scheme level, then 
d) at member level. 

 
779. In order to allocate the assets to the various participating parties, 

their relative sizes were used to determine how much each party 
was entitled to receive. After the assets were split into the 
respective four funds, the assets were then apportioned to the 
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different pension funds and the individual life book in proportion to 
their ZW$ asset balances. 

 
Defined Contribution Reunion Schemes (DC) 

 
780. Old Mutual determined the ZW$ liabilities for DC schemes before 

converting them to US$ equivalent values. The ZW$ accumulated 
liabilities were determined as at 30 September 2008, taking into 
account the redenomination of the currency when 10 zeroes were 
removed.  

 
781. The flaw in this approach, in the context of hyper-inflation, was that 

it added old accumulations to new contributions without indexing. 
This resulted in the new contributions assuming greater 
prominence relative to old accumulations, thereby transferring 
assets from old generation contributions to new generation 
contributions. The impact of the currency de-basing was that the 
nominal ZW$ accumulations were eroded. 

 
782. The Commission is of the view that the ZW$ accumulations and 

contributions had to be indexed to inflation. Thus, when assets are 
distributed against the liabilities, there is no prejudice to earlier 
contributors.  

 
Conversion of ZW$ Pension Liabilities to US$ 

 
783. The opening individual members’ US$ accumulations in 2009 were 

determined by apportioning the US$ pension fund assets in 
proportion to the ratio of each individual’s ZW$ accumulation to the 
total sum of the accumulations of all members in the pension fund 
as at 31 December 2008. 

 
784. The challenge with this approach is its failure to adjust the ZW$ 

accumulations into a stable and comparable measure, which 
caused prejudice to older generation, relative to newer generation, 
members. There is, therefore, need to adjust the ZW$ 
accumulations and contributions into a stable and more 
comparable measure, by converting to US$ and recalculating each 
member’s asset share. This way, assets are distributed more fairly, 
without undue prejudice to old generation members. 
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Defined Benefit Pension Schemes 
 
785. For defined benefit schemes, the conversion process depended 

on the type of scheme and scheme rules. Professional judgment 
was used by actuaries for liabilities whose determination spanned 
across currencies. 

 
Final Salary Schemes 

 
786. For final salary schemes, the pension benefit was calculated as a 

percentage based on the final salary of a member, using scheme 
rules and the individual members’ data. The data included member 
details, such as date of birth, gender, past service dates and 
confirmed US$ salary.  

 
787. This approach was flawed in that it penalised members who retired 

during the height of hyper-inflation, as their salaries could not keep 
pace with inflation.  This resulted in subdued final salaries whereas 
assets moved fairly in tandem with inflation. Consequently, there 
was, therefore, an unfair transfer of assets to remaining members.  

 
Career Average Schemes 

 
788. For career average schemes, the pension benefit was based on 

the average salary throughout the career of the member. 
Considering the distortions arising from hyper-inflation and the 
absence of indexation, Old Mutual indicated that it revalued 
accrued salaries in order to give a reasonable proxy of the real 
value of the salaries. The Commission found no evidence of 
revaluation of salaries considering the complaints against Old 
Mutual that were received. 

 
Treatment of Late Retirees 

 
789. For late retirees whose normal retirement date was before 

dollarisation and actual retirement date was after dollarisation, a 
notional salary based on a discounted US$ salary as at the late 
retirement date was used. The discounting factor used was the 
assumed future salary growth rate. The salary was discounted to 
the normal retirement date to calculate implied US$ benefits as at 
the normal retirement age in the pre-dollarisation period. These 
were then updated to the late retirement dates in line with scheme 
rules e.g. 9% per annum compound interest. 
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790. This approach was defective on account of the following:- 
 

a) it was discriminatory in nature as it classified late retirements 
as exceptions to the general rule where the pension benefit 
was calculated based on the number of years in service and 
the final average salary. There was no justification for different 
treatment of late retirals; 
 

b) the retrospective calculation of late retirement benefits 
exposed the late retirees to unfair practices by the pension 
fund. It would have benefited the pension fund if the discount 
rate was higher than the compound interest rate. 

 
Treatment of Unpaid Exits 

 
791. The pending benefits as at 31 December 2008 were converted into 

US$ by multiplying their ZW$ values by the ratio of the opening 
total US$ asset values to the closing ZW$ asset values. The 
Commission considers that this approach was flawed and 
prejudicial, in that ZW$ liabilities were understated owing to the 
absence of inflation indexation. Furthermore, the impact of de-
basing undermined the proportions of liabilities which were used 
at conversion.  

 
Treatment of Pensioners Paid from the Fund 

 
792. Pensions as at 31 December 2008 were capitalised using annuity 

factors. The capital values of the ZW$ pensions were then 
converted into US$ by multiplying with the ratio of the opening total 
value of US$ assets to the closing value of ZW$ assets. The 
resulting US$ capital values were then divided by appropriate 
annuity factors to get US$ pensions. The weakness lay in using 
the ZW$ denominated paltry pension to valuate payment and 
capitalising it to arrive at the ZW$ liability. In addition, the inherent 
weaknesses of the proportionating method compounded the 
problem. 

 
Treatment of Individual Life Products 

 
793. The individual life book had been converted into cash 

accumulations in 2006. The conversion process was, therefore, 
very similar to that for defined contribution funds, apart from the 
fact that there were no contributions into the products, although 
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there were some exits. The accumulations were rolled up with 
investment returns less charges to the end of 2008. The starting 
individual policyholder’s US$ accumulations in 2009 were then 
determined by apportioning the US$ pension fund assets in 
proportion to the ratio of each individual’s ZW$ accumulation to the 
total sum of the accumulations of all members in the individual life 
fund as at 31 December 2008. The minimum pay-out from this 
book was $50, with the shareholder injecting any difference 
between the actual accumulation amount and $50. 

 
794. The following are the problems with this approach:- 
 

a) the conversion of the individual life policies into cash 
accumulations was done unilaterally, without the 
policyholders’ consent. However, the legal position is that the 
unilateral alteration of a contract is not binding on the parties, 
all the parties must agree to the alteration; 
 

b) furthermore, in the context of hyper-inflation, the summation 
of old accumulations to new contributions without indexing 
results in the new contributions assuming greater prominence 
relative to the old accumulations, thereby transferring assets 
from old generation contributors to new generation 
contributors  on an asset-share basis.  

 
Pensions in Payment 

 
795. The conversion process was also very similar to that for defined 

contribution funds, taking into account pensions paid and new 
entrants. The capital values were rolled up with investment returns 
less charges to the end of the year 2008. The starting capital 
values in US$ in 2009 were then determined by apportioning the 
US$ pension fund assets in proportion to the ratio of each 
individual’s ZW$ capital value to the total sum of the capital values 
of all members in the individual life fund as at 31 December 2008. 
The resulting US$ capital values were then divided by appropriate 
annuity factors to get US$ pensions. 

 
796. Where the capital value was below US$150, the shareholder 

injected capital to raise this capital value and pay out a full 
commutation of $150. This approach superimposed the ZW$ 
asset-shares into US$ asset-shares. The problem with this 
approach is, therefore, its failure to recognise that ZW$ 
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contributions during hyper-inflation had a higher impact on 
accumulations than contributions made prior to hyper-inflation. 
This resulted in transfer of assets from old generation to new 
generation members.  

 
797. There is, therefore, a need to recalculate the ZW$ asset-shares by 

converting contributions to US$ at the time of contribution and 
transferring these smoothed asset-shares at the time of 
dollarisation. 
 
FIRST MUTUAL LIFE (FML) 

 
798. The allocated US$ liability class asset values were split and 

allocated to the policy contract liability in proportion to the ZW$ 
liability value of the given contract liability to the total ZW$ liability 
value for the liability class at the conversion date. Certain 
adjustments had to be made in order to avoid the situation where 
values derived contradicted reasonable expectations of the policy 
contract values. These are described in more detail below. 
 
Cash Accumulations 

 
799. In the case of policies in force at the date of dollarisation, there 

was the option of either making the existing policy paid-up or 
continuing with a US$ denominated policy. In both cases, the 
existing accumulated fund was converted at the US$ conversion 
rate implied by the asset portfolio.  The difference between the 
OMIR-based allocation and the proportionally derived allocation 
was used to create contingency reserves for the cash 
accumulation of individual life products. FML expected these to 
cover the expense reserves for paid-up policies.  

 
800. The Commission viewed FML’s decision to offer options to 

policyholders as problematic on account of the following:- 
 

a) no adjustment was suggested for policyholders’ asset-shares 
to remove the inflationary impact of inter-generational transfer 
of assets from older to newer policyholders; 
 

b) the creation of a contingency reserve disenfranchises 
policyholders of their assets, in that the reserves are 
channelled towards expenses for paid-up policies only.  
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801. The conversion of cash accumulations at the OMIR rate did not 
take into account historical accumulations in real terms, thereby 
undermining the values payable to policyholders. This approach 
erroneously assumes that the value of money is constant, even in 
the face of the hyper-inflation experienced in the country.  

 
802. Creating contingency reserves from the differential between the 

OMIR rate allocation and the proportionally derived allocation 
resulted in the creation of considerable reserves. Considering the 
mass termination of policies that later ensued at the instigation of 
FML, the Commission is of the opinion that these reserves could 
have ended up as orphan assets, thereby prejudicing the 
policyholders.  
 
Individual Life Traditional Insurance Products 

 
803. In 2005, FML stopped selling most of the traditional products which 

included endowments, term assurance, whole life and special 
whole life. Most of the then existing policies of old products were 
made paid-up, converted into policies of new products or their 
premiums and sums assured were revamped in order to reduce 
the effect of inflation. These paid-up benefits were allowed for in 
the conversion. 

 
804. However, for many of the traditional individual life insurance 

policies, the converted US$ benefits were zero. According to FML, 
policyholders expected some benefits from their policies even 
though there was no contractual obligation that existed. As a result, 
contingency reserves based on the liabilities converted using the 
OMIR rate were set up.  

 
805. In addition, FML offered new medical-free policies for the affected 

premium-paying policyholders for a fixed period following the 
conversion. Policyholders with in-force whole life, special whole life 
and term assurance were given the option to take up new wealth 
life policies in US$ under untested conditions, and eternal peace 
plan policyholders were given the option to take up new eternal 
peace plan policies in US$ under untested conditions. 

 
806. The Commission identified the following flaws in the above  

conversion approach by FML;- 
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a) legally, the act of making existing policies of old products paid-
up or converting them into policies of new products or 
revamping their premiums and sum assured could only have 
been done with the concurrence of the policyholders, because 
a unilateral alteration of the terms of a contract is invalid;  
 

b) it is clear from the complaints received from members of the 
public that most of the alterations, although reasonable, were 
unilateral and were not effected with the concurrence of 
policyholders, thus making them invalid;  
 

c) the assertion, therefore, that no contractual obligations exist 
with respect to some of these policies is indefensible. 

 
Conversion of Deposit Administration Fund Liabilities 

 
807. The US$ liabilities for the deposit administration business were set 

as being equal to the value of the assets in US$ plus contingency 
reserves based on the difference between the OMIR-based 
allocation and the proportionally derived allocation. For each policy 
contract within the deposit administration fund, including the DB 
schemes and the DC schemes, the fund balance was set equal to 
the ZW$ fund value converted using the official exchange rate. 

 
808. This method was problematic in the following respects:- 
 

a) no adjustment was made on policyholders’ share of assets to 
mitigate the inflationary impact of inter-generational transfer 
of assets from older to newer policyholders; 
 

b) considering that members were leaving through contract 
terminations thereby reducing the risks and liabilities, the 
Commission did not find any justification for the creation of a 
contingency reserve; 
 

c) given that FML went on to establish new companies such as 
FMRE Property & Casualty in Botswana (2009), First Mutual 
Health Company (2009) and First Mutual Wealth 
Management (2014), the Commission is of the view that these 
subsidiaries were funded from policyholder funds. 
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Conversion of Annuity Liabilities 
 
809. For the Flexible Annuity Fund, the individual fund accounts were 

converted from ZW$ to US$ using the official exchange rate at 
conversion. For the Growth Annuity and Level Annuity Funds, the 
monthly annuity payments and, hence, the corresponding 
liabilities, were converted to US$ using the official exchange rate. 
In addition, a minimum monthly annuity amount of US$10 was 
introduced to offset some of the inflationary effects seen in the 
economy prior to dollarisation. This resulted in an increase in the 
liabilities of approximately US$3.5 million. This increase in 
liabilities was funded by reducing the bonus stabilisation reserve 
for the following reasons:- 

 
a) the hyper-inflationary environment in prior to dollarisation 

severely eroded benefits expressed in fixed ZW$ terms, such 
as annuity payments; 
 

b) periodic benefit increases to fixed ZW$ denominated 
annuities were granted, but these did not fully compensate for 
the inflationary effects; 
 

c) the difference between the return achieved on assets backing 
annuity liabilities and the benefit increases granted accrued to 
the bonus stabilisation reserve. The Commission considers 
that it would be appropriate to use the bonus stabilisation 
reserve to fund benefit increases at the conversion date, as 
this effectively reversed the accrual of excess investment 
returns in the past. 

 
810. The Commission considers this approach by FML to be defective 

for the following reasons:- 
 

a) there was no basis for using the OMIR rate, which gave rise 
to the creation of what was referred to as the contingency 
reserve. It would seem that the contingency reserve 
represented an expropriation from policyholders arising from 
the prejudice caused by using the OMIR rate instead of the 
official exchange rate; 
 

b) the use of what FML referred to as the ‘official exchange rate’, 
which in fact was an implied exchange rate deduced from 
comparing the aggregate ZW$ liabilities with the US$ market 
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value of assets, ignored developments such as inflation and 
currency de-basing; 
 

c)  no adjustment was suggested for annuitants’ asset-shares to 
remove the inflationary impact of inter-generational transfer of 
assets from older to newer annuitants; 

d) no justification was given for the minimum annuity of US$10 
so there was lack of clarity regarding its fairness; 
 

e) there was no reference to the annuity contract terms. 
 
FIDELITY LIFE ASSURANCE  

 
Conversion of defined contribution schemes  

 
811. The member contributions plus interest were converted into US$ 

using the exchange rate implied by the ratio of ZW$ assets to the 
US$ assets. Capital values for annuities in payment were 
calculated in the normal way and members’ share of assets in ZW$ 
at conversion was used to determine the proportionate share in 
US$. The converted capital values were then divided by the 
annuity factors to obtain the pensions. 

 
812. The following are the problems with this approach:- 
 

a) the use of un-indexed and debased accumulations pays no 
regard to the inter-generational transfer of assets which was 
caused by hyper-inflation and which tended to favour newer 
generations at pension schemes at the expense of older 
generations;  

b) an appropriate method would thus have entailed adjusting 
members’ asset-shares by converting historical contributions 
to determine a US$ equivalent accumulation, in order that 
older generation members are not prejudiced but are treated 
equally with newer generation members.  

 
Defined Benefit Schemes 

 
813. The liabilities were arrived at using the projected unit method. The 

US$ salaries supplied by the pension funds were used in the 
calculation of liabilities. The member contributions plus interest 
were converted into US$ using the exchange rate implied by the 
conversion of ZW$ assets into US$ assets.  
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814. For pension funds that had already started paying US$ 
contributions, these were added with interest to the conversion 
member values. Capital values of annuities were calculated in the 
normal way and members’ share of assets in ZW$ at conversion 
date was used to determine the proportionate share in US$. The 
converted capital values were then divided by the annuity factors 
to obtain the pensions.  

 
815. That approach pays no regard to the inter-generational transfer of 

assets which was caused by hyper-inflation and currency de-
basing. Therefore, an appropriate method would have entailed 
adjusting members’ asset-shares by converting historical 
contributions to determine a US$ equivalent accumulation. 

 
Annuities in Payment 

 
816. According to Fidelity Life, purchased annuities had assets in a 

segregated fund. Capital values were calculated in the normal way 
and members’ share of assets in ZW$ at the conversion date was 
used to determine the proportionate share in US$. The converted 
capital values were then divided by the annuity factors to obtain 
the pensions. If the pensions were below the minimum set by 
IPEC, then full commutations were paid to the annuitants.  

 
817. The use of ZW$ proportions of assets and liabilities to convert into 

US$ values had the effect of an implied exchange rate which 
ignored structural developments such as inflation and currency de-
basing. 

 
818. This approach also pays no regard to the inter-generational 

transfer of assets which was caused by hyper-inflation and 
currency de-basing. An appropriate method would have entailed 
adjusting ZW$ members’ asset-shares by converting historical 
contributions to US$ to determine more comparable asset-shares.  

 
Individual Conventional Life Policies 

 
819. The method of taking policyholders’ share of assets in ZW$ at 

conversion date and determining that proportion in US$ was used. 
Ex gratia amounts were given and life cover was also added for 
those policyholders that opted to resume payment of premiums 
post-dollarisation.  
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Investment Policies 
 
820. The method of taking policyholders’ share of assets in ZW$ at the 

conversion date and determining that proportion in US$ was used. 
The assets were in a segregated fund that converted in line with 
the underlying asset classes. Ex gratia amounts were given to 
those policyholders who opted to resume payment of premiums 
post-dollarisation.  

 
821. With regard to individual conventional policies and investment 

policies, the use of ZW$ proportions of assets and liabilities to 
convert into US$ values by Fidelity Life had the effect of implied 
exchange rate, which ignored structural developments such as 
inflation and currency de-basing. 

 
822. As with the other conversion approaches by Fidelity Life, this 

approach also pays no regard to the inter-generational transfer of 
assets which was caused by hyper-inflation. An appropriate 
method would have entailed adjusting ZW$ members’ asset-
shares by converting historical contributions to US$ to determine 
more comparable asset-shares.  

 
ZIMNAT LIFE ASSURANCE  

 
823. This section describes Zimnat Life Assurance’s methods 

employed in converting liabilities under various products issued 
during the investigation period as set out in the following sections:- 

 
Segregated Funds 

 
824. For unit-linked policies (Shelter Plan, Passmark, Cashpal and 

Hope Eternal), the value of the underlying assets (equities and 
property) was taken as the market values of assets as at 31 March 
2009. For segregated pension funds, the reserve was taken as the 
market value of the assets backing the liabilities as at 31 March 
2009. 

 
825. For Flexi-Annuity, the actuarial reserve was taken as the value of 

the assets backing the liabilities. 
 
826. The Commission noted that no adjustment was made on ZW$ 

asset-shares to ensure that the US$ asset-shares removed the 
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prejudicial transfer of assets to newer members or policyholders 
from the older members or policyholders.  

 
Guaranteed Fund 

 
827. The following products were under the Guaranteed Fund:- 
 

a) deposit administration contracts; 
 

b) nest preservation fund; 
 

c) group life assurance; 
 

d) group funeral assurance; 
 

e) individual life conventional products; 
 

f) conventional annuities. 
 
828. An actuarial valuation was carried out as at 31 December 2008 to 

split the Guaranteed Fund assets across the various constituent 
product lines. The December 2008 net premium valuation actuarial 
reserve values were used to allocate US$ denominated assets to 
the respective business lines as at 31 March 2009. 

 
829. The following procedure was adopted by Zimnat in allocating the 

assets:- 
 

a) ZW$ actuarial liability for the Guaranteed Fund product lines 
was extracted from the actuarial valuation as at 31 December 
2008, including the transfer to the shareholders fund for the 
year 2008; 
 

b) The actuarial liability included reserves for expense over-runs 
for individual life conventional products, conventional 
annuities and bonuses declared at 31 December 2008 to 
deposit administration contracts, Nest Preservation Fund and 
with-profit conventional annuities; 
 

c) The US$ denominated assets as at 31 March 2009 were split 
between the respective product lines in proportion to the 
actuarial liabilities as at 31 December 2008.  
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830. A contingency reserve, set at 5% of balance assets (i.e., total life 
fund less segregated assets) as at 31 March 2009, was set aside 
for any errors or omissions that might arise after the conversion 
date.  

 
831. ‘The Commission considers that the approach used to convert 

ZW$ actuarial liabilities as established in the actuarial valuation of 
31 December 2008, paid no regard to the inter-generational 
transfer of assets which was caused by hyper-inflation. An 
appropriate method would have entailed adjusting ZW$ members’ 
asset-shares by converting historical contributions to US$ to 
determine more comparable asset-shares 
 
Individual Life Unit-Linked Policies 

 
832. All policies with zero US$ values as at 31 March 2009 were not 

given any pay-outs in US$. For policies with US$ values greater 
than zero, pay-out per policy equalled value of units as at 31 March 
2009. Notwithstanding its causes, the Commission considers the 
aspect of zerorisation of unit-linked policies prior to 31 March 2009 
to be against the doctrine of reasonable policyholder expectations.  
 
Individual Life Old Conventional Policies 

 
833. Individual life old conventional policies comprised of funeral, whole 

life, educational, pure endowments and endowments. The 
following pay-out methods were considered:- 

 
a) Pay-out Based on Flat Payment 

 
834. Pay-out was derived from dividing total conventional assets by 

total conventional policies. The pay-out per policy was US$12.46. 
 

b) Pay-out Based on Length of Service 
 
835. Pay-out was derived from policy duration in force by the total 

duration in force, multiplied by the total conventional assets. The 
average pay-out per policy was US$12.46, the minimum pay-out 
per policy was US$1.02 and the maximum pay-out per policy was 
US$66.96. 
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c) Pay-out based on 50% Flat Payment and 50% Length of 
Service 

 
836. Pay-out was computed as follows:- 
 

50%*[policy duration in force/total duration in force]*[total 
conventional assets] + 50%*[total conventional assets/total 
conventional policies] i.e., pay-out based on 50% duration in force 
and 50% flat payment. The average pay-out per policy was 
US$12.46, the minimum pay-out per policy was US$6.74 and the 
maximum pay-out per policy was US$39.71. 

 
Pay-out for Conventional Annuities 

 
837. The pay-out methods were considered as follows:- 
 

a) Pay-out based on Flat Payment 
 
838. The pay-out equalled total conventional assets divided by total 

conventional annuitants. There were 541 annuitants on book. The 
pay-out per annuitant was US$0.12.  

 
b) Pay-out based on Length of Service 

 
839. The pay-out equalled [annuitant duration in force/total duration in 

force]*[total conventional assets]. The average pay-out per 
annuitant was US$0.12, the minimum pay-out per annuitant was 
US$0.02 and the maximum pay-out per policy was US$0.39. 

 
840. Given the small pay-outs established above, the Zimnat 

management requested shareholders to fund the pay-outs as a 
once-off benefit payment of US$200 per annuitant in order to meet 
policyholder reasonable expectations. The total benefit for the 
annuitants was US$108,200. 

 
841. The Commission notes that inflation affected benefits more than 

premiums, because of the nature of insurance contracts where 
premiums are always paid before benefits. In a high inflationary 
environment, where there was no indexation, this resulted in 
negligible benefits in comparison to the real value of premiums 
paid. In this regard, it would be important to ensure that the real 
value of benefits are reasonable compared to the real value of 
premiums paid. This explains why benefits of between US$0.12 to 
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US$0.39 were considered very low and prejudicial relative to the 
real value of premiums paid. 

 
842. The Commission considered Zimnat’s decision to make a once-off 

benefit payment of US$200 per conventional annuitant as attesting 
to the inadequacy of the conversion methodology which gave 
unreasonable benefit pay-outs ranging from US$0.02 to US$0.39. 
The determination of the amount of US$200 was also, in itself, 
arbitrary, which makes it difficult to establish its fairness. 

 
Flexi-Annuities 

 
843. A flexi-annuity fund is a unit-linked fund where pensioners are 

entitled to policy values equivalent to their fund values. The values 
are not guaranteed but are dependent on the performance of the 
stock market. Zimnat recommended that annuitants with fund 
values as at 31 March 2009 which were:- 

 
a) less than US$250 be commuted in full; 

 
b) more than US$250 but less than US$1,000, to receive annuity 

payments on an annual basis; 
 

c) above $1,000, to receive annuity payments on a quarterly 
basis. 

 
844. The Commission noted unfairness in the unilateral commutation of 

the annuitants with less than US$250, as this deprived the 
annuitant of the subsequent growth of the fund. In addition, the 
once-off payments did not take into account the real value of the 
contributions over the participation period in order to meet 
reasonable benefit expectations. 

 
845. Since this is a unit-linked product, the conversion methodology 

implied allocating the assets to annuitants as per 31 March 2009 
ZSE valuations. The equity prices were depressed considering 
that the market had opened on 17 February 2009 following a three 
months closure, thus the market had not yet fully recovered to 
determine reasonable fund values.  

 
Nest Preservation Members 

 
846. Assets for each policy were determined as follows:- 
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[Actuarial liability per member as at 31 December 2008 divided by 
total actuarial liabilities for all members as at 31 December 2008] 
* [Total Nest assets as at 31 March 2009] 

 
847. The Commission observed that the approach allocated the Nest 

assets as at 31 March 2009 valuations in accordance with asset-
shares established prior to dollarisation, as at 31 December 2008. 
It was not clear whether the actuarial determination of members’ 
liabilities made appropriate adjustments for inflation. If not, this 
approach, by failing to adjust the asset-shares prior to dollarisation 
for inflation, would have resulted in prejudice to earlier members.  

 
Deposit Administration Contracts (DACs) 

 
848. The assets allocated to the DACs were split between various 

schemes invested in the DACs in proportion to the Fund balance 
as at 31 December 2008. The split of assets at member level was 
also done in proportion to the member balances as at 31 
December 2008.  

 
849. The Commission noted that the approach made no provision for 

adjustments for inflation to the respective proportionate share of 
the Fund prior to dollarisation. Resultantly, prejudice would have 
been caused to earlier contributors into the constituent schemes. 

 
Benefits Claimed after Dollarisation 

 
850. Bonuses, if any, were credited to funds that participated in 

company profits. The products that fell under this category were 
pension funds’ guaranteed fund, individual life legacy book, new 
conventional annuities, preservation funds, and whole life with-
profits. 

 
851. Thus, benefits paid were determined as:- 
 

closing fund (after any additional contributions) plus Bonus less 
Administration charges.  

 
852. Some products were paid a fixed sum assured as per contract. 

These products included funeral products, whole life without-
profits and old conventional annuities. 
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853. Other products were paid sum assured increased by a fixed 
percentage, being 60% of the chosen premium escalation rate. 
These products included funeral products and whole life without 
profits.  

 
854. The unit-linked products were paid benefits that mirror 

performance of the underlying assets less administration charges. 
These products included Old Cashpal, New Cashpal, Shelter Plan, 
Hope Eternal; and Personal Pension Plan. 

 
855. The Commission considered it necessary that, prior to adding US$ 

bonuses to participating policies, an adjustment ought to be made 
to the 31 December 2008 member accumulations. This would be 
achieved by converting historic contributions into US$ in order to 
establish a fair closing US$ accumulation as at 31 December 2008. 
This adjustment would remove the prejudicial effect of 
contributions made by newer generations during the period of 
hyper-inflation at the expense of older generations. 

 
ZB LIFE ASSURANCE  

 
856. This section presents an analysis of how ZB Life converted 

liabilities under its various products from ZW$ into US$ as set out 
in the following section:- 

 
Accounts Payable and other Liabilities 

 
857. Accounts payable, which had an underlying US$ value, were 

valued with reference to that value while the rest, with no 
underlying US$ values, were written down to zero. The 
Commission understood accounts payable in insurance business 
as outstanding claims. Other liabilities could have included non-
insurance liabilities.  

 
858. It is established at law that a debtor cannot unilaterally opt out of 

an obligation owed to a creditor. Therefore, the unilateral 
zerorisation of outstanding claims by ZB Life was unlawful, as it 
amounted to unjust enrichment by transferring policyholder assets 
to ZB shareholders.  
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Share Capital and Reserves 
 
859. Share capital and reserves were computed as the balancing figure 

between assets and liabilities. Whilst the Commission regarded 
the approach as sound in terms of accounting practice, it viewed 
the zerorisation of liabilities, and thus the corresponding increase 
in shareholders’ equity, as unjustified and repugnant. 

 
Individual Life and Group Business Unit-linked Funds 

 
860. After determining the value of the assets that supported the Fund, 

a unit price was calculated. The unit price was equal to the assets 
value of the Fund divided by the number of units in the Fund. The 
conversion value for each policyholder participating in the Fund 
was a product of the unit price and the number of units the 
policyholder held at conversion. 

 
861. The Commission viewed the conversion approach as fair. 
 

Individual Life Immediate Annuities 
 
862. The whole Fund was valued based on the value of its allocated 

assets as outlined above. The value of each annuitant’s capital in 
US$ was calculated using the following formula:- 

 
Annuitant’s capital value in US$ = A x B/C 

 
Where:- 

 
A is the fund value in US$ calculated based on the value of 

assets supporting the Fund at conversion; 
 
B is the ZW$ capital value of the annuitant at conversion;  
 
C is the aggregate ZW$ value of the whole annuities portfolio 

at conversion.  
 
863. The Commission viewed the use of ZW$ proportion of assets and 

liabilities as an unfair implied exchange rate. This was on account 
of the fact that liabilities were not inflation indexed and adversely 
affected by currency de-basing.  
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Group Business- Deposit Administration and Segregated 
Funds 

 
864. The whole Fund was valued based on the value of its allocated 

assets as outlined above. The pension value of each member in 
US$ was calculated using the following formula:- 

 
Member’s pension value in US$ = A x B/C 

 
Where:- 

 
A is the fund value in US$ calculated based on the value of 

assets supporting the fund at conversion; 
 

B is the ZW$ pension value for a member at conversion;  
 
C is the aggregate ZW$ value of the whole Fund at conversion. 

 
Individual Life 

 
865. At the conversion date, all individual life policies were unit-linked 

investment policies. There were no risk policies. Each fund in 
which each policy participated had supporting assets.  A summary 
of that fund’s assets before and after conversion is shown in the 
Table below. 
 
Prime Plan Fund Statements Asset Summary as at 28th February 
2009 
 ZW$ Trillions US$ 
Quoted equities  231 984 460 15 334 
Quoted properties  28 352 971 200 708 824  
Funds on deposit 295 856 919 0 
Creditors (asset management fees) - (7 241) 
Total Value  28 880 812 579 716 917 

 
Number of units in the Fund 11 443 801 800 250 

 
Unit Prices:  

 
Bid   = 0.0000626467508 
Offer  = 0.0000666033877 
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866. The value for each policy participating in the Fund was determined 
as follows:- 

 
No. of units for the policy  x 
Unit Price - Bid    y 
Policy Value in US$   xy 

 
867. The policy administration system kept a record of all transactions 

affecting the units pertaining to a policy. The accumulated number 
of units at any time was obtained by adding all unit purchases and 
deducting all unit sales.  

 
868. The Commission viewed the conversion approach as fair.  
 

Group Business 
 
869. At the conversion date, all the pension funds were defined 

contribution schemes. The funds were invested either as 
segregated funds or as pooled funds. Pooled funds were classified 
either as managed funds (Growthplus Unit-linked Pension Fund) 
or participating funds (Deposit Administration). 

 
Segregated Funds 

 
870. The assets for these funds were separately hypothecated to each 

fund. A summary of the assets supporting one of these segregated 
funds as at 28 February 2009 is shown in the Table below: 

 
 ZW$ US$ 
Quoted equities 2 848 692 000 000 10 569 
Quoted property 2 124 167 500 000 25 460 
Money-market cash 6 080 042 787 0 
Creditors (asset management fees) - (52.54) 
Total Value 4 966 779 457 273 35 976 

 
871. Member values were used as the basis for converting to US$. The 

US$ values were determined as follows: 
 

Conversion ratio (US$: ZW$) =ZW$4,966,779 457.27 
                            US$35 976.00 
   One US$  = ZW$13,805,813.48 
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US$ member value=ZW$ member value x pension fund US$ value 
Total ZW$ scheme value 

 
872. The Commission viewed the use of ZW$ proportion of assets and 

liabilities as an unfair implied exchange rate. This was on account 
of the fact that liabilities were not inflation indexed and adversely 
affected by currency de-basing. 

 
Managed Fund 

 
873. The conversion process was the same as that for Prime Plan as 

indicated above. Unit prices were calculated and used to 
determine the value based on the number of units of each member. 

 
874. The Commission viewed the conversion approach as fair. 
 

Deposit Administration 
 
875. Assets supporting this fund were also separately hypothecated. 

The values of this fund as at 28 February 2009 were as follows:- 
  

ZW$ US$ 
Quoted Equities 29 542 414 340 000 605 324 
Unquoted Equities 16 559 315 387 940 563 338 
Property 40 110 193 447 120 1 146 004 
Funds on Deposit (4 814 999 974 158) (23 147) 
Deferred Tax (3 290 196 051 524) (94 006) 
Total Value 78 106 727 149 379 2 197 513 

 
The conversion rate was calculated as follows: 
 
Rate  = ZW$78 106 727 149 379 
    US$2 197 511.57 
One US$ = ZW$35 543.26 

 
876. This rate was then used to convert the values of each participating 

pension fund. In turn, member values were then calculated as 
follows: 

 
ZW$ Member Value x Pension Fund USD Value 
US$ Member Value = Total ZW$ Scheme Value 

 
All non-vesting bonuses had vested at the conversion date. 
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877. The Commission viewed the use of ZW$ proportion of assets and 

liabilities as an unfair implied exchange rate. This was on account 
of the fact that liabilities were not inflation indexed and adversely 
affected by currency de-basing, thus resulting in the systematic 
prejudice of older scheme participants against newer scheme 
participants.  

 
NSSA 

 
878. NSSA used the cost of basic consumer goods to determine the 

pension rate in US$. The intention was to enable pensioners to 
buy basic commodities during the fragile period. According to 
NSSA, a survey was undertaken to establish the average cost of a 
basket of selected basic goods to determine the benefit values that 
were to be paid in US$ as shown in the Table below:- 

 
Item  Cost as at February 2009 

(US$) 
2kg sugar 2.00 
2kg flour 2.15 
1 bar soap 0.85 
2 litre cooking oil 3.50 
10kg mealie meal 9.00 
500g salt 0.40 
1kg meat 3.00 
250g tea leaves 1.25 
2kg  rice 2.00 
TOTAL 24.15 

Source: NSSA submission to the Commission  
 
879. From the above indications, NSSA set the retirement pension rate 

at US$ 25.00 per month for the National Pension Scheme (NPS).  
The worker’s pension was set at $15.00 per month because the 
Workers Compensation Insurance Fund (WCIF) had a projected 
deficit of US$1.5m as at March 2009 and could, therefore, not 
sustain high pension rates. The Benefits Committee of the NSSA 
Board approved these rates, among others, on 18 February 2009 
as an interim measure, pending actuarial advice as shown in the 
Table below:-  
 
 
National Pension Scheme (NPS) 
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Benefit Type  Rate (USD) 
 

Retirement Pension 25.00 per month 
Invalidity Pension 10.00 per month 
Survivor’s Pension 10.00 per month 
Children’s Allowance 10.00 per month 
Funeral Grant 200.00  
Retirement Grant 25.00  
Invalidity Grant 10.00  
Survivors Grant 10.00  

 Source: NSSA submission to the Commission  
 
880. While an attempt was made to ensure that the retirement pension 

pay-out from the NPS could purchase basic commodities for the 
pensioner, the methodology fails to relate the pension pay-out to 
the contract as set out in the NSSA Act. As such, it is necessary to 
recalculate the benefit levels, regard being had to the statutory 
provisions. Additionally, the CCZ basket that was used in 
establishing the benefit payments is arbitrary in nature, with no 
scientific justification. 

 
881. Upon considering the conversion processes used by NSSA, the 

Commission noted that the benefits were arbitrarily determined, in 
violation of benefit rules which required computation of NPS 
benefits as 1.333% multiplied by insurable earnings multiplied by 
the participation period (taking into account NSSA’s pensionable 
service credits for those who joined NSSA at inception at the age 
of above 49 years).  

 
Workers Compensation Insurance Fund  
Benefit Type Rate (US$) 
Worker’s Disability Pension 15.00 per month 
Widow’s Pension 10.00 per month 
Children’s Allowance  5.00 per month 
Dependency Allowance 5.00 per month 
Worker’s Pension (Pneumoconiosis) 15.00 per month 
Widow’s Pension (Pneumoconiosis) 10.00 per month 
Children’s Allowance (Pneumoconiosis) 5.00 per month 
Constant Attendance Allowance 5.00 per month 
Funeral Grant 200.00 

Source: NSSA submission to the Commission  
  

Actuarial Guidance 
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882. Actuaries then carried out a valuation of the schemes covering the 

period 31 December 2005 to 31 March 2009 and recommended 
that the rates set by the Board in February 2009 be maintained 
until the economic environment improve. The NSSA Board 
approved these rates on 26 March 2009 with effect from 1 April 
2009.   

 
883. Furthermore, to enable calculation of benefits whose insurable 

earnings were in ZW$, the NSSA Board, in January 2011, 
approved the recommendation made by actuaries that NSSA 
should use US$150.00 as the deemed monthly insurable earnings. 
The insurable earnings have since been revised to a ceiling of 
US$700. 

 
884. Since survivor’s benefit is pegged at 40% of the retirement benefit, 

NSSA set the rate of survivor pension at US$ 10 on conversion.  
Invalidity benefit was also set at US$10.00.  Pension rates were 
thereafter increased from US$ 25.00 to US$40.00 in May 2010 and 
to US$60.00 in August 2013. 

 
885. Whilst NSSA increased retirement benefits in May 2010 and 

August 2013, the Commission observed that these were arbitrary 
without any actuarial basis. 

 
Complaints Received Regarding the Conversion Process 

 
886. NSSA received a number of complaints from contributors who did 

not qualify for a pension and were paid once-off grants of 
US$25.00.  Following a number of appeals made by claimants, the 
Appeals Committee of the Board requested management to draw 
up a list of all affected claimants and estimate the cost of paying 
retirements grants, using the deemed insurable earnings of 
US$150 per month.   

 
887. The exercise revealed that NSSA would require US$ 3,512,848.10 

to make good the difference between what was paid and what 
would be paid.  The Appeals Committee resolved, on 14 March 
2013, that recalculating the benefits would affect other benefits 
and upheld the earlier payments made of US$25. 

 
888. The Commission observed that the most problematic aspect with 

the NSSA conversion methodology was its arbitrary nature in 
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establishing benefit thresholds, as well as their increases. 
Furthermore, there was no nexus between the pensionable 
benefits and the defined benefit implied in the contract.  

 
GOVERNMENT PENSIONS AGENCY 
 

889. The Government Pensions Agency is a pay-as-you-go scheme, 
which pays the following pension benefits:- 

 
a) Retirement pensions to all public servants upon reaching 

pensionable age; 
 

b) Refund of contributions and gratuities where services are 
terminated before reaching pensionable age; 
 

c) Survivors pensions following the death of a contributor or 
retired member. 

 
890. The following benefits are also paid on an agency basis:- 
 

a) War veterans pensions and surviving dependants benefits; 
 

b) Former prisoners, detainees and restrictees pensions and 
surviving dependants benefits;  
 

c) War victims pensions; 
 

d) State service disability pensions. 
 
891. The scheme is a DB scheme which is funded on a pay-as-you-go 

basis. There is no portfolio of assets backing the pension liabilities. 
Funds are appropriated by Parliament from the Consolidated 
Revenue Fund.  Benefit payments are established as follows:  

 
Pension = 1/60 * FAS * Pensionable Service.  

 
892. Public Service employees contribute at the rate of 7.5% while the 

employer is not contributing but meets pension obligations as and 
when they become due.  This contribution rate was actuarially 
determined.  Parliamentarians contribute at the rate of 5% in terms 
of section 4 of the Parliamentary Pensions Act. 

893. A regression method was used to calculate benefits due to retirees 
or refunds of contributions. The method was based on the 
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assumption that salaries grow, on average, by 3% per annum.  It 
was used in the 1970’s when calculating benefits due to officers 
who rendered services when there were no salaries. The first 
month when the salaries became payable was taken as the base 
year and payments made before that date were arrived at by 
regressing the base year figures by 3%. Government started 
paying salaries in US$ in July 2009. Therefore, July 2009 salaries 
were used to calculate salaries for previous years by regressing by 
3%. For example a salary of US$100.00 in July 2009 would be 
regressed to 97% of US$100.00 for the year 2008, etc. 

 
894. From the public complaints received by the Commission, it was 

observed that some benefits with respect to pension commutations 
from about 2006 to 2009 were never received by the beneficiaries 
because either they were never transferred or upon transfer they 
were never accessed by members, due to RBZ imposed 
restrictions on bank withdrawals. The residual bank balances were 
then affected by the de-monetisation process in 2015, when an 
average amount of $5 per account was subsequently received. 

 
895. The Commission evaluated the conversion process by the 

Government Pensions Agency and established the following 
problems:- 

 
a) being a pay-as-you-go scheme with no assets to back the 

liabilities, the scheme imposes a perpetual strain on the 
Consolidated Revenue Fund. It would thus be useful to make 
this scheme a funded scheme; 
 

b) outstanding ZW$ commutation obligations need to be paid out 
to beneficiaries. This would entail converting the ZW$ 
commutation obligations into US$ and settling the obligations 
in US$; 
  

c) benefit payments to members who retired soon after 
dollarisation were not equitable as they were not comparable 
to benefit payments to members of lower grading who retired 
much later. This disparity is driven by the sharp difference in 
lower final average salaries that were payable at the onset of 
dollarisation and the subsequent growth thereafter. 

 
Chapter Summary  
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896. The Commission established that there was no industry specific 
guidance on the conversion of insurance and pension assets and 
liabilities from ZW$ to US$ by the Ministry of Finance and 
Economic Development, the RBZ, IPEC or industry associations 
such as LOA, ZAPF, ZAFA and ASZ. 

 
Absence of Systems, Process and Controls 

 
897. The conversion process was not properly planned at regulatory, 

industry and institutional levels. As a result, there were no 
processes, approvals or independent reviews to guide the 
conversion process.  PAAB provided general guidance, aimed at 
preparers of financial statements, to assist them in the application 
of the principles of International Financial Reporting Standards in 
Zimbabwe for the financial year ended 31 December 2009. 
However, given the specialist nature of the insurance and pension 
industry, the guidance was not detailed enough to address key 
issues in the conversion of insurance and pension liabilities and 
assets. 

 
Conversion of Assets 

 
898. Generally, the industry employed similar methods in converting 

ZW$ value of assets into US$ value. The conversion of asset 
values was overseen by a number of professionals, including 
accountants, auditors and actuaries. 

 
899. Values of listed equity investments were determined by prevailing 

stock prices on the ZSE. Institutions used different dates in the 
month of March 2009 to convert listed equities from ZW$ to US$. 
The industry did not have a standard guidance on the valuation of 
unlisted equities, considering the many subjective methods of 
valuing unlisted investments. However, net asset value was the 
widely used method. 

 
900. Property, plant and equipment were valued by independent 

professional valuators on the basis of open market values as at 31 
December 2008. However, some institutions, such as Old Mutual, 
further used their internal valuation procedures in adjusting values 
determined by external valuators. For instance, Old Mutual 
discounted property values by 40% in March 2009, 50% in June 
2009 and reverted to full market value in September 2009. 
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901. In the absence of de-monetisation of ZW$ values at the time of 
conversion, money-market instruments, bonds and cash were not 
converted into US$ when the economy dollarised. The industry 
valued the balances in these asset classes at zero (zerorisation). 
However, when Government eventually de-monetised in 2015, the 
proceeds received by the industry were generally negligible. For 
instance, Old Mutual received US$119,767.32, NRZ Pension Fund 
received US$46.78 whilst the Mining Industry Pension Fund 
received US$35 and ZMDC Pension Fund received US$5. Several 
institutions received zero values during the de-monetisation 
exercise. 

 
902. The conversion process did not take into account contribution 

arrears that accumulated prior to dollarization, which were largely 
written off on dollarisation. A few institutions converted the ZW$ 
contribution arrears at different exchange rates that prevailed in 
the market. 

 
Conversion of Liabilities 

 
903. In the absence of a standardised guidance on the conversion of 

insurance and pension liabilities, each institution devised and 
applied its own conversion methods. This Report presents an 
analysis of conversion methods applied by each investigated 
institution and on each product that existed prior to dollarisation. 

 
904. The major weaknesses of the conversion methods employed by 

insurance companies and pension funds included loss of value to 
policyholders and pension fund members, inter-generational 
inequities in the allocation of assets and the use of financially 
unsound conversion methods and assumptions.  

 
Recommendations 
 

Systems, Process and Controls 
 
905. On account of the observed pitfalls in the conversion processes 

and methods applied by the industry, a compensation framework 
which remedies the aforesaid shortcomings is necessary (refer to 
Chapter 7 on Compensation). The Commission’s recommended 
compensation framework is expected to address the following:- 

 
a) loss of value or prejudice arising from conversion methods; 
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b) financially unsound conversion methods and assumptions; 

 
c) inter-generational inequities; 

 
d) absence of Standard Guidance for Conversion from ZW$ to 

US$; 
 

e) quantification of prejudice to policyholders. 
 

Enhancing Capacity to Conduct Macro-prudential Advisory 
 
906. On account of the industry-wide implementation of patently flawed 

conversion methods arising from the industry’s failure to react to 
macro-economic structural changes and its implications on benefit 
delivery, it is essential to set up an insurance and pension research 
function responsible for macro-prudential advisory function. 

 
Industry Governance Framework 

 
907. The shortcomings in the conversion process identified in this 

Chapter point to the need for setting up an effective and 
enforceable governance framework covering three levels, namely, 
Government, Regulator and regulated institutions. The framework 
should address, inter alia, standards, targets, performance 
assessment and accountability measures. (refer to Chapter 9 on 
Governance). 

 
908. In conclusion, recommendations in this Chapter are centred on the 

need to re-write history through revisiting the conversion methods, 
criteria and processes employed by insurance companies and 
pension funds when the country dollarised in 2009. The conversion 
methods, processes and criteria were prejudicial to policyholders 
and pension fund members. The compensation framework 
recommended in Chapter 9 seeks to remedy the weaknesses 
identified in the conversion methods and criteria used. The 
Commission recommends a standardised conversion process that 
ensures fairness among providers of insurance and pension 
services or products and consumers of such services and 
products.  



240 
 

CHAPTER 7: 
 

DETERMINATION OF PREJUDICE AND COMPENSATION BASIS 
 
Introduction 
 
909. This Chapter is based on ToRs (ix) and (x), which require the 

following:- 
 

a) to identify appropriate criteria for assessing whether any 
pension fund members or insurance policyholders have been 
prejudiced and, based on these, to establish the extent of 
prejudice, if any, to pension fund members or to insurance 
policyholders or the beneficiaries of such persons. 
 

b) where it has been established that pension fund members or 
insurance policyholders have been materially prejudiced, to 
establish an appropriate basis for compensating such pension 
fund members or insurance policyholders or the beneficiaries 
of such persons. 

 
910. With respect to ToR (ix), the Commission decided that it was 

necessary; 
 

a) to identify appropriate criteria for assessing whether any 
pension fund members or insurance policyholders have been 
prejudiced; and based on these 
 

b) to establish the extent of prejudice, if any, to pension fund 
members or to insurance policyholders or the beneficiaries of 
such persons. 

 
911. With respect to ToR (x), the Commission decided that it was 

necessary to establish an appropriate basis for compensating 
such pension fund members or insurance policyholders or their 
beneficiaries.  

 
912. In order to deal adequately with these two inter-related ToRs, the 

Commission decided to determine the following issues; 
 

a) appropriate criteria for assessing prejudice; 
 

b) the extent of prejudice; 
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c) where prejudice has been established, an appropriate basis 
for compensation. 

 
913. With respect to the quantification of prejudice, ToR (ix) cannot be 

addressed in isolation to ToR (x) regarding an appropriate basis 
for compensation. It is, therefore, necessary to establish an 
appropriate compensation basis before quantifying the prejudice. 

 
Appropriate Criteria for Assessing Prejudice 
 
914. Since insurance and pension arrangements are contractual 

relationships, it is necessary to assess their legal definitions in 
order to establish the rights and obligations of the contracting 
parties. This helps in establishing the extent to which a party to the 
contract breached its duties and obligations to the prejudice of the 
other party. Therefore, prejudice is established where one party’s 
breach occasions pecuniary loss to the other party, resulting in loss 
of value.  

 
915. The Commission considered the contract terms, together with 

policyholder minimum reasonable expectations and the minimum 
reasonable benefit expectations of members of pension funds. The 
minimum reasonable benefit expectations, in this context, is used 
to describe the minimum expected benefit which should not be 
lower than the real value of premiums or contributions paid in the 
context of savings-only products.  

 
916. The equivalent interpretations for products which have both 

savings and protection elements is the accumulation of real 
premiums paid, allowing for the cost of cover enjoyed during the 
term of the policy.  

 
917. In general, the computations of the minimum reasonable benefit 

expectation took into account the loss of value to both the 
policyholders and the members of pension funds as discussed in 
Chapter 5 which considered loss of value due to macro-economic, 
meso and micro-factors.  

 
918. The Commission’s recommended currency for compensation is 

the US$, notwithstanding that some of the contracts were entered 
into and subsequently concluded in ZW$. The consideration for 
use of the US$ was determined by the general stability of the 
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currency, as well as the fact that it has been the currency of 
settlement since 2009.  

 
919. Real value, in this context was taken to mean the value of ZW$ 

premiums or contributions paid converted to US$ at the 
appropriate exchange rate at the time. It was assumed that US$ 
inflation, although having an impact on real purchasing power over 
time, was reasonably moderate and, therefore, required no further 
adjustment,  

 
Life Insurance Contracts 

 
920. The legal definition of an insurance contract, as provided in Lake 

v Reinsurance Corporation1, was used to establish the rights and 
obligations of the parties to an insurance contract. An insurance 
contract was defined as follows in that case- 

 
“A contract between an insurer and an insured whereby the 
insurer, in exchange for the payment of a premium, undertakes to 
render a certain amount of money, or money’s equivalent, at the 
occurrence of an uncertain future event, where the insured has an 
interest.”  

 
921. From the above, the following can be identified as being the 

essential elements (essentialia) of a valid insurance contract:- 
 

a) Cover – This is the sum assured by the insurer for a protection 
policy and or the accumulation arising from a savings policy. 
This represents the promise made by the insurer to the 
insured i.e. it is the insurer’s obligation in terms of the 
insurance contract; 
 

b) Premium – This is the amount paid by the insured 
(policyholder) in consideration of the cover by the insurer for 
a protection or savings policy. It represents the policyholder’s 
obligation in terms of the insurance contract; 
 

c) Risk – This is the likelihood of the occurrence of an uncertain 
future event that causes loss to the insured or his 
beneficiaries. The future event may however be certain e.g. 
death, where the timing becomes the uncertainty; 

                                                           
11 1967 (3) SA  124 (W) 
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d) Insurable interest – This represents the relationship between 
the subject of insurance and the object of insurance such that 
the subject of insurance suffers loss of appreciable 
commercial value by the loss or damage of the object of 
insurance. With respect to life insurance, insurable interest 
relates to the relationship between the life assured and the 
policyholder.  

 
922. It is important to note that a contract of insurance is based on 

reciprocity, thus, the insurer’s obligation (to pay the sum assured 
and/or the savings accumulated) depends on the payment of a 
premium (or the commitment to pay a premium) by the insured 
(policyholder). In a life insurance contract, the duty of the insurer 
is, therefore, to pay the sum assured provided that the policyholder 
has paid or committed to pay the premium(s).  

 
923. As aforementioned, in assessing the prejudice caused to 

policyholders, it is instructive to establish whether the insurer 
breached its duties notwithstanding that the policyholder had 
discharged its obligations, namely, paying the premium(s). It is , 
necessary, to establish whether or not:- 

 
a) the policyholder honoured the contractual premium payments; 

and 
 

b) the insurer honoured the payment of the contractual sum 
assured or savings accumulations. 

 
Pension Contracts 

 
924. The following case authorities provide a legal definition of a 

pension contract:- 
 

in Molleur v Minister of National Revenue2, a pension was 
defined as follows:- 

 
“…an annuity or other periodical payment made, especially by a 
Government, a company or an employer of labour, in consideration 
of past services or of the relinquishment of rights, claims or 
emoluments…” 

 

                                                           
2 1965 CTC 267 
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Pensions are universally construed as a reward for long continued 
service paid upon retirement from service, and all pensions of 
public employees are paid upon their retirement. 

 
A pension is a stated allowance or stipend made in consideration 
of past services or of surrender of rights or emoluments to one 
retired from service, and is not wages as wages are defined as 
remuneration for employment”. 

 
925. A more succinct description was provided in Boston v Boston3, 

where a pension was described as follows: 
 

“A pension right arises as an asset or a contingent bundle of rights 
to a future income stream. After retirement, when the pension 
produces an income, the pension asset is, in a sense, being 
liquidated.”  

 
926. A contributory pension contract is, therefore, one in which a 

member and the employer make regular contributions into a 
pension fund to fund a retirement benefit, which can be a lump-
sum, an annuity or a combination of both. The terms of such a 
contract may be set out in the rules of the pension fund or, 
alternatively, in a statute e.g. the NSSA Act. The member’s or 
employer’s obligation, therefore, is the payment of a contribution 
while the pension fund’s duty is to pay the retirement benefits.  

 
927. There are generally two types of contributory pension contracts, 

namely, defined benefit (DB) schemes and defined contribution 
(DC) schemes. 

 
Defined Benefit Pension Schemes  

 
928. DB schemes provide for defined pension benefits. These may be 

stipulated as follows: 
 

a) a percentage of a defined final average salary (FAS) of the 
member for each year that he or she participated i.e., full 
pension = pensionable service x accrual rate x FAS. The 
primary objective of this DB structure is to provide benefits 
that reward long-serving members, because the benefit 
increases with pensionable service, and to protect the 

                                                           
3 2001 SCC 43 
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member’s quality of life, against inflation, through salary 
increases prior to retirement and discretionary pension 
increases after retirement; or  
 

b) a percentage of total earnings throughout an individual’s 
employment; or 
 

c) a fixed or indexed amount specified up-front.  
 
929. In a DB scheme, the sponsor undertakes to fund any deficit in the 

pension fund in order to honour pension payments in terms of the 
aforementioned formulations.  

 
930. In order to establish prejudice in a DB pension scheme, it is, 

therefore, necessary to establish:- 
 

a) whether or not the member and the sponsor honoured their 
contractual contribution payments; and 
 

b) whether or not the pension fund honoured the retirement 
benefit(s) in terms of the aforementioned formulations. 

 
Defined Contribution Pension Schemes 

 
931. A DC pension arrangement provides for the payment of defined 

amounts of regular contributions, from which accumulations 
pension benefits are paid. The net accumulations, which are the 
contributions paid less all expenses, grow at the rate of investment 
returns earned by the fund for each year of participation.  

 
932. The employer and the employee contribution rates are stipulated 

in the rules of the fund. The employer is only obligated to make the 
regular contributions into the pension fund, in terms of the rules, 
and has no further contributory obligations. 

 
933. In order to establish prejudice in a DC pension scheme, it is, 

therefore, necessary to establish whether or not :- 
 

a) the employees and the employer(s) honoured the contractual 
contribution payments; and 
 

b) the pension fund honoured the retirement benefit in terms of 
the employee’s accumulation entitlements. 
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Compensation Basis 
 
934. The following considerations inform the appropriate compensation 

basis:- 
 

a) the criteria for assessing prejudice for insurance and pension 
contracts as provided by the respective legal definitions as 
aforementioned; 
 

b) the factors and causes of loss of value as outlined in  Chapter 
5 on ToRs (iv) and (v);  
 

c) the shortcomings of the conversion processes and the 
approaches employed by life insurance and pension funds at 
dollarisation as highlighted in Chapter 6 on ToR (viii); and 
 

d) the financial soundness of the insurance and pensions 
industry as outlined in Chapter 8 on ToRs (xi) and (xii). 

 
Compensation Basis for Life Insurance Companies 

 
935. The following shortcomings characterised the conversion 

processes and approaches employed by life assurance companies 
as outlined in Chapter 6 on ToR (viii):- 

 
a) the failure by life insurers to index premiums and benefits, 

thus, the failure to recognise the difference in purchasing 
power across monetary regimes. This resulted in the 
prejudicial transfer of value from old to new generation 
policyholders, as well as from policyholders to shareholders 
of the insurance entity; 
 

b) the creation of contingency reserves emanating from different 
conversion and allocation exchange rates at dollarisation. 
This disenfranchised policyholders of their assets in that the 
reserves were channelled towards expenses for other 
policies, such as paid-ups, as well as towards those who 
remained in the pension scheme;  
 

c) the unilateral alteration of policies (insurance contracts) by 
insurers such as decisions to make policies paid-up, 
wholesale cancellation of policies, as well as switching of 
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products. This resulted, in some cases, in insurers expunging 
liabilities to the detriment of policyholders; 
 

d) the failure to honour obligations by both parties caused by 
currency de-basing and deteriorating economic conditions. 

 
936. he following factors were identified under ToRs (iv) and (v)] as 

having contributed to policyholder prejudice:- 
 

 Factor  
Macro  Inflation. 

Currency de-basing. 
Exchange rate used for de-monetisation. 

Meso  Failure by the Regulator to guide the industry on currency de-
basing, inflation and conversion processes. 
Failure to protect consumers of insurance and pension products. 
Weak legislation, regulatory processes and systems. 
Absence of a resolution framework for failed pension funds and 
insurance companies institutions. 
Failure to deal with contribution arrears. 
Failure to provide and enforce good corporate governance 

Micro  Failure to index contributions, premiums and benefits to inflation. 
Unsustainable administration and other expenses 
Products terminations and closures  
Actuarial service provision  
Contribution arrears 
Poor investment and risk-management practices  
Surrenders and lapses 
Poor accounting methods and practices 
Lack of transparency surrounding de-mutualisation processes 
Arbitrary conversion methods  
Excessive expenses  
Poor compositions and conflicted Boards of directors and trustees 
subversion  
Poor record-keeping 
Failure to separate insurance, pension and shareholder assets 
Poor composition and conflicted Boards of directors and trustees. 

 
937. The following checks were prescribed under the criteria for 

establishing prejudice to policyholders of life insurance companies: 
 

a) establish whether or not the policyholder honoured the 
contractual premium payments; and 
 

b) establish whether or not the insurer honoured the payment of 
the contractual sum assured. 
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938. The following are the major challenges faced in establishing 

whether or not the parties to the insurance contracts discharged 
fully their duties and obligations:- 

 
a) the contractual premiums as well as the sums assured were 

set in ZW$s, which were subject to currency de-basing due to 
hyper-inflation; and 
 

b) the payment of the sum assured in US$ with respect to 
contracts concluded and performed in ZW$s. 
 

939. To resolve the above challenges, the Commission deemed it 
appropriate to effect the following adjustments to the processes 
and approaches employed by life insurance entities during 
conversion. This effectively became the compensation basis for 
life insurance products:- 

 
a) convert the contractual ZW$ premiums and sums assured to 

US$ at the conclusion of the insurance contract, using an 
appropriate exchange rate then prevailing; 
 

b) convert the series of ZW$ premium payments made by the 
policyholder to US$ at the time of each payment, using an 
appropriate exchange rate then prevailing. It should be 
noticed that due to hyper-inflation, the US$ premium would 
decline successively from the time of conclusion of the 
contract; 
 

c) make an assumption that each premium payment was entitled 
to purchase a portion of the sum assured. This means that a 
constant sum assured would have been purchased by each 
constant premium. The effect of hyper-inflation would have 
been to reduce successive premium payments in US$ terms, 
which means that a lesser amount of sum assured would have 
been purchased successively;4 
 

d) make adjustments to the sum assured to take into account the 
lower premiums received during the contractual period. The 
resultant sum assured should be the fair sum assured to pay 
to the policyholder at the end of the term, provided all 

                                                           
4 This principle resonates with the ratio decidendi in Shoko v Old Mutual HB-149-16 
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premiums were received. The rationale is that the fixed US$ 
premium at commencement, set to be payable throughout the 
contract, was meant to purchase a fixed portion of the 
promised US$ benefits. Therefore, any subsequent reduced 
US$ premium would purchase a proportionately reduced 
portion of the promised US$ benefits. Thus, the policyholder 
would be compensated by a proportionately reduced sum 
assured purchasable using the reduced US$ premiums. This 
calculation must allow for the mortality cost of any cover given 
during the period. 
 

940. The prejudice caused to a policyholder should equal adjusted sum 
assured in US$ net of the benefit actually paid in US$. This amount 
must be adjusted for the time value of money. 

 
Illustration – Compensation Basis for Generic Life Insurance 
Policies 

Assume an endowment policy contract concluded on 1 July 1990, with a 
promised sum assured of ZW$100,000 and a monthly premium of ZW$100 
maturing in 20 years i.e., on 30 June 2010. In terms of this policy, the 
policyholder would typically have managed to pay the ZW$100 monthly 
premium until August 2006 when the currency was de-based through the 
removal of 3 zeroes, making the premium payable on this policy equal to 
ZW$0.10. At this point in time, the sum assured would be revalued to 
ZW$100.  
Assuming that the policyholder had continued to remit the revalued 
premium of ZW$0.10, this premium would have been completely wiped out 
by the second currency de-basing of August 2008, when 10 zeroes were 
removed. At this point in time, the revalued sum assured of ZW$100 would 
also be completely wiped out. Subsequent to this event, the policyholder 
would technically be in default in terms of the insurance contract in that he 
or she would fail to honour subsequent premium payments. However it is 
important to note that such default would have been caused by a casus 
fortuitus (event beyond both the insurer’s and the policyholder’s control).  
In the interests of equity and in fulfilment of reasonable policyholder 
expectations, the policyholder should be entitled to compensation (at the 
maturity of the contract) because the insurer would typically have invested 
historic premiums in existing assets. In terms of the recommended 
compensation basis, the policyholder’s entitlement would be calculated 
using the guidance provided in the Annexure 7 published separately from 
this Report. 
 

 
941. The above recommended compensation basis would represent 

the appropriate framework applicable to insurance contracts in 
general. It will be noticed, however, that various insurance 
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products with varying characteristics existed in the life insurance 
market. The proposals below seek to provide guidance in dealing 
with the more common variations available in the market place. 

 
Guidance on With-Profits Insurance Policies 

 
942. In these policies, the basic sum assured is typically lower than that 

for a non-participating policy paying the same premium. These 
policies are entitled to participation in profits. Typically, there is a 
pre-determined profit sharing arrangements between shareholders 
and policyholders. The premiums are higher than a without profit 
policy of the same cover to reflect the benefit of profit participation. 
The declared bonus increases the sum assured by the extent of 
the profit share. Annexure 7B shows typical computation of rightful 
benefits for with-profit funds. 
 
Recommended Compensation Basis for With-Profit Policies:- 

 
943. There is need to factor in policyholder reasonable expectations 

based on the bonus philosophy of the with-profit fund. The 
following adjustments to the formulation of a compensation basis 
for a generic insurance contract are recommended:- 

 
a) increase the sum assured by the amount of declared bonus at 

every bonus declaration date in ZW$s; 
 

b) convert the ZW$s bonus amount to US$ at the applicable 
exchange rate then prevailing; 
 

c) compute the new sum assured by adding the declared bonus 
to the previous sum assured in US$; 
 

d) compute the portion of the new sum assured that is purchased 
by the US$ equivalent of the periodic premium; 
 

e) repeat the above procedure as frequently as premiums are 
paid in terms of the contract; 
 

f) at the interruption of the contract, e.g., lapse due to currency 
de-basing, establish the compensation payable on the 
contract as the summation of US$ purchased sums assured 
as computed above (this amount is payable at maturity). 
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944. The prejudice caused to a policyholder is, thus, the adjusted sum 
assured in US$ net of benefits actually paid in US$. 
 
Guidance on Inflation-indexed Policies 

 
945. While some insurers attempted to index premiums and benefits for 

inflation, such indexation may not have been effective because of 
the rapid growth of the consumer price index relative to frequency 
and extent of indexation. For policies whose premiums and sums 
assured were adjusted for inflation, the following adjustments 
should be made to the compensation basis provided for generic 
insurance contracts:- 

 
a) at each instance of premium adjustment due to inflation 

indexation, establish the new ZW$ premium and sum 
assured; 
 

b) compute the difference between the new premium and the 
prior premium as well as the difference between the new sum 
assured and the prior sum assured in ZW$; 
 

c) compile a new series of the ZW$ difference in premiums and 
let them run parallel to the initial series in terms of purchasing 
a proportion of the new sum assured; 
 

d) convert the ZW$ series above into US$ at an appropriate 
exchange rate then prevailing; 
 

e) establish fair compensation at the time of policy interruption 
as the US$ summation of the purchased sums assured for the 
different series of premiums, bearing in mind that a new series 
is established whenever a premium indexation happens. 
 

946. The prejudice caused to a policyholder is thus the adjusted sums 
assured in US$ minus benefit actually paid in US$. This amount 
must be adjusted for the time value of money. Annexure 7C shows 
typical computation of rightful benefits for inflation-indexed funds. 
 
Guidance on Unit-linked Policies 

 
947. In these policies, a policyholder’s premiums purchase units in a 

fund. The values of the units depend on the value of the underlying 
assets held by the fund, less fund expenses. These contracts 



252 
 

should operate on the basis of a framework that has the following 
pillars: an investment policy statement, benefit illustrations, benefit 
statements and expected reasonable benefit. This policy is, 
therefore, an investment-type policy whose compensation basis 
should be similar to that of investment contracts. Annexure 7D 
shows typical computation of rightful benefits for unit-linked funds. 

 
Recommended Compensation Basis for Unit-linked Policies:- 

 
948. The following procedure is recommended to establish the 

appropriate benefit payments on unit-linked policies as a general 
rule, i.e. assuming that the insurer acted in good faith in making 
investment decisions on behalf of the insured:- 

 
a) establish the policyholder’s ZW$ or US$ unit valuation, 

whichever is applicable, as a product of the number of units 
held by the policyholder and the market value per unit of the 
underlying assets or instruments at the time of redemption;  
 

b) establish the actual amount paid to the policyholder at 
redemption date; and  
 

c) compensation is equal to the difference between (i) and (ii) 
above. It should be noted that for unit-linked contracts, 
conversion should be based on the market value of the 
underlying asset or instrument at the time of redemption. 

  
949. However, where it can be established that the insurer did not act 

in good faith in executing its duty, for instance mis-selling, fraud or 
mis-allocation of assets, the insured is entitled to restitution of real 
value of paid premiums as well as consequential damages. In this 
case, the following procedure is recommended to establish the 
appropriate benefit payments on unit-linked contracts:- 

 
a) convert the member’s ZW$ premiums into US$ at the time of 

contribution, using an appropriate exchange rate then 
prevailing; 
 

b) establish the summation of the US$ premiums paid; 
 

c) prejudice caused to the member is, thus, the summation of 
premiums in US$ net of benefits paid in US$, plus 
consequential damages and time value of money. 
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Guidance on Terminations due to Currency De-basing 
 
950. For contracts that were interrupted by the de-basing of currency, 

the following procedure should be adopted:- 
 

a) convert the contractual ZW$ premiums and sum assured to 
US$ at the conclusion of the insurance contract using an 
appropriate exchange rate then prevailing; 
 

b) convert the series of ZW$ premium payments made by the 
policyholder to US$ at the time of payment, using an 
appropriate exchange rate then prevailing; 
 

c) establish the amount of sum assured purchased by each 
premium payment. The effect of hyper-inflation would have 
been to reduce successive premium payments in US$ terms; 
 

d) at the time of interruption, i.e. when the currency debasement 
eradicates the ZW$ premium payments, establish fair 
compensation as the summation of the US$ purchased sums 
assured from inception to currency debasement. 
 

951. The prejudice caused to a policyholder is, thus, the adjusted sum 
assured at time of currency de-basing in US$ minus benefit 
actually paid in US$. Annexure 7E shows typical computation of 
rightful benefits in cases where value was lost through currency 
debasing. 

 

Guidance on Stopped Premiums  
 
952. For contracts that were interrupted by the cessation of premiums 

due to their decimation by hyper-inflation, the following procedure 
should be adopted:- 

 
a)  convert the contractual ZW$ premium and sum assured to 

US$ at the conclusion of the insurance contract using an 
appropriate exchange rate then prevailing; 
 

b) convert the series of ZW$ premium payments made by the 
policyholder to US$ at the time of payment, using an 
appropriate exchange rate then prevailing; 
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c) establish the amount of the sum assured purchased by each 
premium payment. The effect of hyper-inflation would have 
been to reduce successive premium payments in US$ terms; 
 

d) at the time of premium cessation, i.e., when the premiums 
could not be economically collected due to the ravaging 
nature of hyper-inflation, establish fair compensation as the 
summation of the US$ purchased sums assured from 
inception to premium cessation. 
 

953. The prejudice caused to a policyholder is, thus, the adjusted sum 
assured at point of premium cessation in US$ minus benefit 
actually paid in US$.  

 
Guidance on Investment Contracts or Cash Accumulation 
Policies 

 
954. In these policies, the cover is represented by the accumulation of 

premiums and investment returns, less expenses. The premium is 
thus the fixed saving by the policyholder. These contracts usually 
operate on the basis of a framework that has the following pillars: 
an investment policy statement; benefit illustrations; benefit 
statements and expected reasonable benefit. 

 

Recommended Compensation Basis for Investment 
Contracts:- 

 
955. The following procedure should be used to establish the 

appropriate benefit payments on investment contracts as a general 
rule i.e. assuming that the insurer acted in good faith in making 
investment decisions on behalf of the insured:- 

 
a) compile the policyholder’s ZW$ premiums since inception to 

time of policy interruption (pre-dollarisation); 
 

b) convert these ZW$ premiums to US$ using an appropriate 
exchange rate then prevailing; 
 

c) the US-dollar sum of premiums at the time of policy 
interruption, is the fair entitlement on the policy. 
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956. The prejudice caused to a policyholder is, therefore, the adjusted 
sum of premiums in US$ less benefits actually paid in US$. This 
amount must be adjusted for the time value of money. 

 
957. However, where it can be proved that the insurer did not act in 

good faith in executing its duty e.g. mis-selling, fraud or mis-
allocation of assets, the insured is entitled to restitution of paid 
premiums as well as consequential damages. In this case, the 
following procedure is recommended to establish the appropriate 
benefit payments on investment contracts:- 

 
a) convert the member’s ZW$ premiums into US$ at the time of 

contribution, using an appropriate exchange rate then 
prevailing; 
 

b) establish the member’s minimum accumulations as a 
summation of the US$ premiums paid; 
 

c) prejudice caused to the member is, therefore, the adjusted 
accumulation of premiums in US$ net of benefits paid in US$ 
plus consequential damages and time value of money. 

 
Compensation Basis for Pensions 

 
958. The following shortcomings characterised the conversion 

processes and approaches employed by pension funds as outlined 
in Chapter 6 on ToR (viii):- 

 
a) the failure by pension schemes to recognise the difference in 

purchasing power between old and new generation pension 
contributions and benefits. This resulted in the prejudicial 
transfer of value from old to new generation members; 
 

b) the failure by sponsors to remit employer and employee 
contributions to pension funds fully. This caused significant 
deficits in DB schemes and stunted accumulations in DC 
schemes, both of which were prejudicial to scheme members;  
 

c) the unilateral commutation of pension benefits by sponsors in 
the case of the Government Pensions Agency and other 
pension schemes; 
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d) the failure to honour obligations by both parties caused by 
currency de-basing, as well as deteriorating economic 
conditions. 

 
Compensation Basis for DB Schemes 

 
959. The following checks are specified in the criteria for establishing 

prejudice to DB pension fund members, (including the Government 
Pension Fund): 

 
a) establish whether the member and employer honoured the 

contractual contribution payments; and 
 

b) establish whether the pension fund honoured the retirement 
benefits in terms of the DB benefit formulation as follows: full 
pension = pensionable service x accrual rate x final average 
salary (FAS). 

 
960. It must be pointed out that, while the pensionable service and the 

accrual rate were straight forward and easily obtainable 
parameters of the DB benefit calculation, the FAS applicable for 
the periods of high inflation up to 2008 was extremely subdued, 
when converted into US$. That led to very small, inequitable US$ 
DB benefits for those members who retired during this period. This 
was largely because salary increments in general did not keep 
pace with inflation. Equally, members retiring in 2009 suffered 
similar prejudice on account of the very low US$ salaries that 
prevailed immediately after dollarisation.  

 
961. Some former senior members of a DB pension scheme, such as 

those who were in the Police Force, who retired during the period 
of hyper-inflation, particularly from about 2006 to 2008, retired on 
pensions which were much smaller than those of their juniors who 
retired soon after dollarisation. Senior members retiring in later 
years of hyper-inflation got smaller pensions than juniors retiring in 
earlier years of inflation. These small, inequitable pensions ran 
counter to the primary objective of the DB benefit structure as 
aforementioned. 

 
962. In order to achieve fairness, the FAS should thus be recomputed 

to ensure equity among members, further taking into account 
seniority and other factors, to ensure that the primary objective of 
the DB benefit structure is achieved. The FAS should thus be read 
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off from US$ earnings of active members of similar grade as 
retirees at point of compensation. This should be applied to DB 
members who exited between 2000 and 2009. The prejudice 
caused to a member is, therefore, calculated as follows; adjusted 
pension benefit in US$ minus benefit paid in US$.  

 
Compensation Basis for DC Schemes 

 
963. The following checks are specified in the criteria for establishing 

prejudice to DC pension fund members: 
 

a) establish whether the member and employer honoured their 
contractual contribution payments; and 
 

b) establish whether the pension fund honoured the retirement 
benefit in terms of the accumulation entitlements of each 
member. 

 
964. The net accumulations in a DC scheme belong to members. The 

following procedure should be adopted to establish the US$ asset-
shares of each member:-  

 
a) convert each member’s ZW$ total contributions into US$ at 

the time of contribution, using an appropriate exchange rate 
then prevailing; 
 

b) convert the ZW$ net portfolio returns into US$ at each year-
end, using an appropriate exchange rate then prevailing; 
 

c) establish each member’s accumulations as a summation of 
the US$ contributions plus net investment returns, i.e., total 
returns less fund expenses; 
 

d) establish each member’s asset share as the member’s total 
accumulations as a percentage of the total accumulations for 
the fund and applied to the total assets of the fund. This is the 
asset share adjustment referred to under the findings of ToR 
(viii) that mitigates inter-generational transfer of assets due to 
hyper-inflation; 
 

e) at conversion, in March 2009, apply the asset-shares 
established above to allocate US$ assets. The asset values 
should be determined as at 31 December 2014 net of new 
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assets acquired after 31 March 2009, plus fair value of assets 
disposed of that existed on the date of conversion. The use of 
the 2014 asset values mitigates the loss of value on assets 
due to conversion distortions and allows the price discovery 
for assets that were understated at conversion. 
 

965. This calculation is recommended for DC members who exited 
between 2000 and 2009. The prejudice caused to members is thus 
the member’s asset share in US$ less benefit paid in US$ or its 
equivalent. 

 
Compensation Basis for Schemes that Converted from DB to 
DC Schemes 

 
966. In considering the employer’s duty of good faith to the fund or lack 

thereof, conversions from DB to DC may have been motivated by 
the following:- 

 
a) the desire to avoid fluctuations in contribution rates associated 

with DB schemes; 
 

b) the desire to unlawfully access surpluses in the DB fund; 
 

c) the desire to write-off deficits in the DB fund. 
 
967. Prior considerations should establish whether the above is 

consistent with the motive for conversion.  
 
968. For pension schemes that converted from DB to DC, the following 

procedures should be adopted:- 
 

a) calculate the present value of the member’s accrued benefit 
entitlement up to the date of conversion by using the 
procedure outlined above on DB schemes; 
 

b) subject to any agreement reached regarding the process of 
conversion, make a benefit comparison between the benefits 
that were due in the DB fund on a member-by-member level. 
For all members that are worse off in the DC fund, calculate 
the present value of the liability in respect of that difference; 
 

c) after establishing the funding level, establish if the fund had 
an actuarial deficit. If it did, the member’s entitlement must be 
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adjusted to make the scheme fully funded, thus the employer 
must fund the deficit before conversion; 
 

d) the member’s DB entitlements, as established above, can be 
deployed as initial capital injection into the new DC scheme; 
 

e) subsequent to commencement of the DC scheme, apply the 
procedure for establishing the appropriate US$ liabilities for 
DC schemes as outlined above from time of conversion 
onwards. 
 

969. Prejudice caused to members is thus the member’s asset share in 
US$ less benefits paid in US$ or its equivalent. 

 
NSSA Compensation 

 
970. Post-dollarisation, NSSA has been paying a flat pension benefit to 

its retired members, regardless of their salary level or years of 
participation in the fund. This method of compensation is patently 
unfair, in that members are given the same compensation despite 
varying periods of contributions and pensionable salaries. Thus, a 
member who contributed for 22 years is treated exactly the same 
as a member who contributed for 10 years. 

 
971. The benefit is 1.33% of final pensionable salary, where the 

pensionable salary is the member’s salary, subject to a maximum 
of $700, multiplied by years of services. The years of service are 
subject to pensionable service credits for all members that joined 
the Scheme at launch in October 1994 with ages above 49, where 
the credits are as stipulated in the Act. 

 
972. NSSA is currently paying a flat retirement benefit amount of $60, 

having grown from $25 in 2009. This methodology disregards the 
different contribution levels by members due to different salary 
levels and years of contribution.  

 
Recommended Compensation Basis for NSSA Benefits:- 

 
973. The following framework should be adopted by NSSA:- 
 

a) the basis of calculation of pension benefits should be the final 
salary defined above, capped at the insurable earnings, of the 
member for each year that he or she participated i.e. pension 
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= (pensionable service + credit, if above age 49 at launch of 
NSSA x accrual rate x final salary as defined above; 
 

b) the primary objective of this NSSA DB framework is to provide 
benefits that increase as pensionable service increases, and 
also as the final salary increases in real terms to the cap of 
$700; 
 

c) in order to achieve fairness, the final salary should thus be 
recomputed to ensure equity among members, taking into 
account seniority, pensionable service and other factors, and 
to ensure that the primary objective of the NSSA DB benefit 
structure is achieved. The final salary should thus be read off 
from a time series US$ earnings progression of other men in 
the same grade as that of the retiring member; 
 

d) the prejudice is, therefore, the NSSA benefit as defined above 
less the amount paid as benefits. 

 
NSSA Grants  

 
Contribution Refund 

 
974. Post-dollarisation, NSSA has been paying a flat grant of $25 as a 

contribution refund for members who retire before achieving 10 
years participation in the fund. A flat lump-sum final benefit of $25 
is paid, regardless of the actual amount of contributions paid by a 
member. Thus, a member who contributes for 9 years and one who 
contributes for 2 years are each paid the same, $25. 

 
Recommended Compensation Basis for Contribution Refund 
Grant:- 

 
975. The contribution refund grant should be equal to the actual amount 

of contributions by a member during his or her years of 
participation. The contributions received pre-dollarisation should 
be converted to US$, based on the reasonable rate. Prejudice is, 
therefore, the difference between the actual contributions paid less 
the $25 received. 
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Five Year Limit on Claiming of Grants 
 
976. NSSA members or beneficiaries have a 5 year limit to claim grants 

or pensions. Members or beneficiaries who fail to claim their 
benefits within 5 years have their benefits forfeited to NSSA.  

 
977. The Commission considered this provision to be prejudicial and 

recommends that it should be repealed. All prejudiced members 
and beneficiaries should be paid the benefits due to them. This 
responds well to the numerous public complaints received by the 
Commission relating to NSSA.  

 
FUNERAL POLICIES 

 
Fully-Paid Funeral Policies 

 
978. The Commission observed that some paid-up policies were 

compelled to start afresh after dollarisation or were subjected to 
the unilateral alteration of promised benefits.  

 
Recommended Compensation Basis for Funeral Policies:- 

 
979. The Commission recommends that funeral policies that became 

fully paid-up during the ZW$ era should not have been subjected 
to any unilateral contractual alteration in the form of benefit 
alterations or compelling new US$ premium payments. As such, 
parties ought to resort to, and be bound by, the initial contract and 
restitution of post-conversion premiums and any variations should 
be redressed accordingly.  

 
980. For deceased policyholders, compensation in the form of cash or 

equivalent value of services that had been rendered should be paid 
to the estate heir.  
Unilaterally Terminated Funeral Contracts 

 
981. There were circumstances where funeral policies were terminated 

by insurers due to massive erosion of premium values as a result 
of inflation. This was perceived by the policyholders as unilateral 
termination by the insurer. In order to compensate this category of 
policyholders, the insurer should reinstate them, taking cognisance 
of the earlier years of contributions prior to the termination in 
deciding when the policy will be paid-up. 
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982. In such circumstances, where the policyholder, for whatever 
reason, is no longer keen on the policy that had been unilaterally 
terminated by the insurer, the policyholder should be paid 
termination benefits according to the surrender or lapse terms of 
the policy. 

 
Other Compensation Findings 

  
Pension Lump-sums Lost Due to Withdrawal Access and 
Subsequent De-monetisation 

 
983. It was the finding of the Commission that some benefits with 

respect to pension commutations from about 2007 to 2008 were 
never received by the beneficiaries, owing to restrictions imposed 
by the RBZ on bank withdrawals, as well as failure by pension 
funds to inform beneficiaries of the benefits payments. The 
residual bank balances were then adversely affected by the de-
monetisation process in 2015, where an average amount of $5 per 
account was subsequently received.  

 
Basis for Compensation 

 
984. The first stage of compensation should be in accordance with the 

compensation basis for the respective product as discussed 
above. Furthermore, in order to establish fair compensation for 
losses due to de-monetisation, Government must establish an 
independent body to revisit the de-monetisation process. In 
addition, it is recommended that the burden of proof be imposed 
on the employer to demonstrate that it made full settlement of 
commutations during the ZW$ era.  

 
985. The Commission considers that the exchange rates applied on de-

monetisation were prejudicial to pensioners who received lump-
sums during the period 2007 and 2008, as the maximum proceeds 
of de-monetisation amounted to $5 per pensioner.  

 
Contribution Arrears 

 
986. It was observed by the Commission that contribution arrears 

constituted a significant explanatory factor to pensioner prejudice. 
It is thus recommended that all sponsor organisations owing 
contributions to their requisite pension schemes should honour 
their obligations. Where the obligation is considered to be 
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burdensome, an appropriate payment plan should be agreed 
between the scheme and the sponsor, and be registered with the 
Regulator.  This arrangement would only be applicable to pension 
schemes with surviving sponsors. 

 
Burden of Proof 

 
987. A number of challenges relating to burden of proof were 

encountered by pensioners as set out in the following sections:- 
 

a. Change of Fund Administrators 
 
988. In cases where fund administrators had changed, some 

pensioners struggled to identify the new administrator of their 
pension scheme. This applied especially for members of pension 
schemes whose sponsors had been wound up. It is recommended 
that the burden of proof of identifying the current fund administrator 
be imposed on the new fund administrator, who would have access 
to the data relating to contribution history.  

  
b. Alleged Payments Made by Employers to Industry Pension 

Schemes  
 
989. The Commission found that some pensioners were frustrated in 

attempts to establish who owed them their pensions. Whereas 
employers are alleged to have made full contributions to industry 
pension schemes, the latter claimed that there were contribution 
arrears outstanding from the employer. It is recommended that the 
burden of proof be imposed on the employer to demonstrate that 
it had made full contribution remittances to the relevant industry 
pension scheme. 

 
c. Alleged Payments Made by Fund Administrators and 

Insurance Companies to Individual Insurance and Pension 
Fund Members 

 
990. The Commission received a number of complaints from 

pensioners and former policyholders who, upon claiming their 
benefits from insurance companies and pension fund 
administrators, were informed that their benefits had been 
processed into their bank accounts during the ZW$ era. The irony 
is that the pensioners and policyholders had not received the 
alleged payments. The burden of proof was imposed on the 
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pensioner and policyholder to prove that they had not received the 
money. Considering that banks maintain records for a period of 6 
years, pensioners and policyholders had no recourse to the bank’s 
records. Against this background, the Commission recommends 
that the burden of proof be imposed on the fund administrator or 
insurance company that it had processed the amount. 

 
Compensation Implementation Framework 
 
991. The primary objective is to ensure that prejudiced members of 

insurance schemes and pension funds get their rightful benefits, 
whilst maintaining stability and confidence in the industry. 
Cognisant of the importance of objectivity and impartiality in the 
implementation of the framework for compensation outlined above, 
it is recommended that IPEC, as the industry Regulator, should 
assume overall oversight over the implementation of the 
compensation framework by industry players.  
 
Compensation Scheme 

 
992. The Commission recommends that IPEC obligates institutions to 

prepare, approve and submit a compensation scheme, within a 
year of a date to be specified by IPEC. The compensation scheme 
should be comprised of the following reports and processes:- 

 
a) to identify all potential claimants and communications with 

them; 
 

b) to calculate the quantum of loss in respect of each claimant, 
based on standardised assumptions, methods and models set 
by the Regulator; 
 

c) to invite potential claimants or their representatives, 
complainants, pressure groups, media and public to comment 
on the compensation scheme and raise any queries they may 
have; 
 

d) to consider payment mechanisms and payment timetables; 
and 
 

e) to submit the compensation scheme consisting of the actuarial 
reports, audit reports, complaints and queries for 
consideration by the Regulator before it approves the scheme. 
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993. Considering the difficulties encountered by the Commission in 

reconciling and accounting for all the assets of the industry, it 
recommends that the Regulator sets stringent requirements for the 
accounting and valuation of assets. These requirements should 
also take into account assets that were improperly transferred, 
removed or expropriated from policyholder funds and pension 
schemes.  

 
994. In consideration of the controversies that may be associated with 

the compensation scheme, it is recommended that the 
compensation scheme be preceded by appropriate legislative 
reviews to minimise controversies. 

 
Period Earmarked for Compensation  

 
995. The Commission recommends that the compensation scheme be 

applicable from 1996 up to the time determined by the regulator. 
 

Exchange Rate Issues Arising from the Period of 
Investigation 

 
996. The investigation period for the Inquiry was delineated into the 

following three generations for the purposes of establishing old 
and new generation assets:- 

 
a) first generation – covering the period prior to 31 December 

1998; 
 

b) second generation – covering the period 1 January 1999 to 
February 2009; and 
 

c) third generation – covering the post dollarization period (from 
March 2009 onwards). 

 
997. The Commission established that there were no exchange rate 

conversion controversies with respect to the first generation and 
the third generation for the following reasons:- 

 
a) the first generation was characterised by mild inflation and a 

single exchange rate regime, appropriately represented by the 
official exchange rate; and 
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b) the third generation covered the multi-currency era in which 
the US$ was the primary currency of use. As such, no 
exchange rate controversy arises. 

 
998. The second generation would thus be the only period during which 

an exchange rate controversy would arise because of the 
existence of multiple and divergent exchange rates, such as the 
official exchange rate, the UN exchange rate, the Old Mutual 
Implied Rate (OMIR) and other parallel market exchange rates, 
such as the cash rate and RTGS rate.  

 
Guidance on Appropriate Exchange Rate for the Conversion 
of Premiums, Contributions and Benefits 

 
999. The Commission offers the following guidance for the purposes of 

converting insurance premiums and pension contributions, as well 
as insurance and pension benefits from ZW$ to US$ during the 
first and second generations in fulfilment of the recommended 
Compensation Framework:- 

 
a) first generation – the official exchange rate should be 

regarded as the appropriate exchange rate for the conversion 
of ZW$ premiums or contributions and benefits; 
 

b) second generation – institutions should identify an appropriate 
average of the existing parallel rates and exclude the official 
exchange rate. For the avoidance of doubt, an appropriate 
parallel rate is the average of the UN rate and the OMIR rate 
that best maintains a healthy relationship between assets and 
liabilities for the scheme or product in question. The official 
exchange rate is excluded as it became unrelated to market 
fundamentals in the latter stages of the second generation. 
The UN rate and OMIR rate are the preferred market 
indicators as they can be objectively established i.e., their 
record is not a matter of controversy relative to the other 
parallel market rates. A healthy relationship between assets 
and liabilities is sought in the interests of balancing the 
interests of policyholders and pension members against their 
respective insurance companies or pension funds. The onus 
is upon the respective insurance companies and pension 
funds to present a compensation proposal to the Regulator 
IPEC that contains an average market-related exchange rate 
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that balances the interests of the institution and its 
policyholders and or pension fund members. 

 
Securitisation of Property to Meet Rightful benefits 
1000. The Commission notes that insurance companies and pension 

funds are largely invested in listed equities, money market and 
property. However, there could arise a situation where the 
recommended compensation may require disposal of real estate. 
In this regard, the Commission recommends the securitisation of 
commercial and other real estate to enhance its liquidity for the 
purposes of compensating prejudiced pension fund members and 
insurance policyholders. The unitised real estate assets can also 
be traded on the secondary market, through over-the-counter or 
listed on the Zimbabwe Stock Exchange. This is expected to 
provide a significant amount of liquidity to the real estate, which 
otherwise, would have been quite illiquid without securitisation.  

 
Chapter Summary 
 
1001. This Chapter presents findings under ToRs (viii), (ix) and (x), which 

required the Commission to come up with an appropriate criteria 
for assessing prejudice, examining the extent of prejudice and 
coming up with an appropriate basis for compensation for material 
prejudice. The ToRs are interrelated and it was convenient to 
address them in one Chapter.  
 
Criteria for Determining Prejudice 

 
1002. In coming up with the criteria for the quantification of prejudice,  the 

Commission considered different types of insurance and pension 
products and policyholder minimum reasonable expectations, as 
well as the minimum reasonable benefit expectations of members 
of pension funds.  

 
1003. Since insurance and pensions arrangements are contractual 

relationships, the Commission assessed the relationships from a 
legal point of view, in order to establish the rights and obligations 
of each contracting party. In addition, factors causing loss of value 
identified in Chapter 5 and other Chapters were considered in 
coming up with the criteria for assessing prejudice. Such factors 
include the failure to index against inflation, currency de-basing, 
dollarisation, conversion processes, de-monetisation, pension 
contribution arrears, legislative deficiencies and poor corporate 
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governance. The investigation also considered shortcomings in 
the conversion processes and approaches employed by life 
assurance companies and pension funds. The shortcomings 
included the failure to index premiums and benefits resulting in the 
prejudicial transfer of value from old to new generation 
policyholders, as well from policyholders to the shareholders of the 
insurance company. 

 
Compensation Basis 

 
1004. The investigation revealed that the prejudice suffered by insurance 

policyholders and pension fund members was very material. 
Therefore, the Commission recommended a compensation 
framework that clearly outlines the processes required to achieve 
an objective and transparent compensation. The primary objective 
is to ensure that prejudiced members of insurance schemes and 
pension funds get their rightful benefits, whilst maintaining stability 
and confidence in the industry.  

 
1005. The Commission recommends a compensation framework that 

takes into consideration the following:- 
 

a) the criteria for assessing prejudice in relation to the insurance 
and pension contracts as provided by the respective legal 
definitions as aforementioned; 
 

b) the factors and causes of loss of value as outlined in  Chapter 
5 on ToRs (iv) and (v); 
 

c) the shortcomings of the conversion processes and the 
approaches employed by life insurance and pension funds at 
dollarisation as highlighted in Chapter 6 on ToR (viii); 
 

d) the financial soundness of the insurance and pensions 
industry as outlined in Chapter 8 on ToRs (xi) and (xii). 

 
1006. Cognisant of the importance of objectivity and impartiality in the 

implementation of the framework for the recommended 
compensation, it is recommended that IPEC, as the industry 
Regulator, should assume overall oversight of the implementation 
of the compensation framework by industry players.  
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1007. The Commission recommends that the Regulator requires 
institutions to prepare and submit a compensation scheme within 
a year of a date to be specified by the Regulator. The 
compensation period shall be 1996 to the date when the 
compensation scheme is instituted. 

 
1008. Thus, insurance companies and pension funds should come up 

with compensation schemes within one year, the implementation 
of which will be supervised by the Regulator. The Commission’s 
recommended currency for compensation is US$ or its equivalent, 
notwithstanding that many of the contracts were entered into and 
subsequently concluded in the ZW$ era.  

 
1009. The Commission proffers compensation guidance on the following 

insurance and pension products:- 
 

a) With-Profit Insurance Policies; 
b) Investment Contracts or Cash Accumulation Policies; 
c) Unit-linked Policies; 
d) Inflation-indexed Policies; 
e) Unilaterally Terminated Funeral Contracts; 
f) Terminations due to Currency De-basing; 
g) Guidance on Stopped Premiums; 
h) Pension Products (DB and DC); 
i) NSSA’s National Pension Scheme. 

 
1010. Annexes 7A to 7G guide the computations of rightful benefits for 

each of the above mentioned products. Considering the 
challenges faced by pensioners in accessing their pensions owing 
to missing records associated with the change of fund 
administrators and payments allegedly processed into their bank 
accounts but not reflected, the Commission recommends that the 
burden of proof be placed on the insurance company, pension fund 
or pension administrator. 

 
1011. The Commission established that contribution arrears were one of 

the major factors causing loss of value by pensioners. It, therefore, 
recommends that all sponsoring employers with outstanding 
pensions be obliged to honour their obligations.  
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Quantification of Prejudice 
 
1012. The Commission examined prejudice suffered by a selected 

number of complainants. As highlighted in Chapter 5 on the 
Factors, Causes and Reasons for loss of value, some pensioners 
received insignificant amounts as low as US$0.08, after several 
years of working, and the majority of them got zero values, owing 
to the lack of benefit inflation indexation and currency de-basing.  

 
1013. However, owing to data limitations, the Commission was unable to 

quantify the total prejudice suffered by insurance policyholders and 
pension fund members who were paid during the investigation 
period of 1996 to 2014. Most of the information, such as 
contribution histories of policyholders and pension fund members, 
as well as their salary progressions, was not made available to the 
Commission to enable it to make the determination. Considering 
the finite tenure of the Commission, it was also practically 
impossible to calculate the total prejudice suffered, on a product 
by product basis, for every institution that was investigated and for 
the entire industry. In this regard, the Commission recommends 
that a sensitivity analysis be conducted, as part of the 
compensation framework, to establish the likely impact of the 
recommended compensation on the soundness and sustainability 
of the industry. 
 

Securitisation of Property to Meet Rightful benefits 
1014. The Commission recommends the securitisation of commercial 

and other real estate to enhance its liquidity for the purposes of 
compensating prejudiced pension fund members and insurance 
policyholders if the liquid or semi-liquid assets are insufficient to meet 
compensation obligations. The unitised real estate assets can also be 
traded on the secondary market, through over-the-counter or listed 
on the Zimbabwe Stock Exchange. This is expected to provide a 
significant amount of liquidity to the real estate, which otherwise, 
would have been quite illiquid without securitisation.  
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CHAPTER 8: 
 

SOUNDNESS OF THE INSURANCE AND PENSION INDUSTRY 
 
Introduction 
 
1015. This Chapter presents findings on ToRs (xi) and (xii) which require 

the Commission to assess the financial soundness of the 
insurance and pensions industry before, during and after 
conversion from ZW$ to US$. Furthermore, it identifies the causes 
of financial unsoundness, if the industry was found to be unsound 
and makes recommendations on how the industry can restore 
financial soundness. 

 
Defining Financial Soundness 
 
1016. The financial soundness of the insurance and pension industry is 

its ability to withstand vulnerabilities, imbalances or crises that lead 
to a reduction or loss of confidence in the industry and disruption 
in economic growth. The financial soundness can be defined at 
three levels namely: 

 
a) fair treatment of policyholder and pension fund members in 

terms of the products and services sold, the selling process, 
contractual terms, delivering value for money and meeting the 
reasonable benefit expectations of policyholders and pension 
fund members in respect of the premiums and contributions 
that they have paid or that have been paid on their behalf; 
 

b) the ability of the industry to operate ethically, effectively and 
efficiently in identifying policyholder and pension fund member 
needs, designing products and services to meet those needs 
and discharging their obligations to policyholder and pension 
fund members in full, timeously and courteously;  
 

c) the capacity of the regulatory system to guide and rein in the 
industry or to correct imbalances in the economy which may 
result in failure by the industry players to discharge any of their 
duties and obligations to policyholder and pension fund 
members.  

 
1017. In its assessment of the financial soundness of the industry for the 

period under review, the Commission considered approaches 
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used by international financial institutions such as the IMF (namely 
the CARAMEL framework), Solvency II framework (to the extent 
that it applies to industry) and actuarial professional guidance. 

 
1018. The financial soundness of the pensions and insurance industry is 

a very critical component of the overall stability of the financial 
services sector and its ability to deploy long-term capital efficiently 
and effectively into the economy. The next sections present an 
analysis of the financial soundness of the industry based on the 
above definition. 

 
Capital Adequacy  

 
1019. Capital adequacy measures the ability of the industry’s capital to 

absorb losses that may arise from fluctuations in the claims 
experience. In consideration of the significant risks that the 
industry has to contend with, a significant buffer of capital is. 
Therefore, required to absorb losses that may rise from time to 
time. Pensions and insurance business use different parameters 
to assess capital adequacy. 

 
Insurance Industry 

 
1020. In order to evaluate capital adequacy as one of the measures of 

financial soundness for the life insurance industry, the Commission 
considered the ratio of assets to liabilities.  This asset coverage 
ratio measures the extent to which assets are able to meet all the 
liabilities. 

 
1021. A lower asset coverage ratio, all other things being equal, indicates 

a higher risk of the company failing to meet its liabilities. On the 
other hand, a high ratio implies inefficient use of capital or 
excessive accumulation of assets on account of prejudicing 
policyholders and pension fund members. 

 
1022. In general, the efficient range is between 115% and 150%. For 

prudence purposes, the Regulator should establish and prescribe 
minimum and solvency capital requirements for insurance 
companies within this range. 

 
1023. The Graph below shows the average asset coverage ratio for life 

insurance companies for the period 1999 to 2015:- 
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Source: Computed from industry submissions 

 
1024. Generally, the assets exceeded the liabilities by an average of 18% 

over the period 1999 to 2015. Based on the data supplied, the 
Commission is of the opinion that there was adequate capital to 
support the writing of life insurance business in Zimbabwe. 

 
1025. Furthermore, an evaluation of the big life insurance companies, 

from a systemic risk-assessment perspective, shows that they 
have operated with adequate capitalisation throughout the period 
of investigation.  

 
Institution Average Asset 

Coverage Ratio 
Fidelity Life 160% 
Old Mutual 113% 
Zimnat 356% 
First Mutual (2000 – 2015) 164% 

 
1026. However, considering the findings of the Commission that the 

industry has, over the years 1996 to 2014, been prejudicing 
policyholder and pension fund members of their rightful 
entitlements, the industry could be under-capitalised. 

 
1027. The recommended Compensation Scheme in Chapter 7 is, 

therefore, expected to correct the imbalance between assets and 
liabilities of the industry and result in financial soundness that 
recognises fair treatment of customers.  
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Pension Funds (Excluding NSSA) 
 
1028. From a pension industry perspective, capital adequacy is defined 

in terms of the excess of assets over liabilities based on long-term 
valuation assumptions. A pension fund is deemed to be in surplus 
if the assets exceed liabilities, while the opposite implies a fund in 
deficit. Although the minimum funding levels differ from one 
jurisdiction to another, ideally the ratio of assets to liabilities in a 
pension fund should be in the range 1 to 1.05 in order to ensure 
that the value of assets is adequate to meet the corresponding 
liabilities to pension members. 

 
1029. Instances where the ratio of assets to liabilities in the pension fund 

are less than 1 mean that the fund would be at risk of failing to 
meet its obligations. A ratio above 1.05 generally implies 
overfunding and, to a large extent, a situation where pensioners 
and members are being divested of their equitable share in the 
fund. 

 

 
Source: Computed from submissions by the industry 

 
1030. The Commission established that the pensions industry in 

Zimbabwe has operated in massive surplus, with assets, on 
average, being six times the liabilities throughout the period of 
investigation. The dip in 2007-8, which coincided with the hyper-
inflationary environment, can be attributed to the historical cost 
valuation of pension fund assets in terms of the Pension and 
Provident Funds Act. As the assets were valued on the historical 
cost basis, the liabilities rose much faster in line with the hyper-
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inflationary spiral. Resultantly, the ratio of assets to liabilities fell 
drastically. 

 
1031. As observed in Chapter 5 on Factors, Causes and Reasons for 

Loss of Value, the methods for calculating pension liabilities did 
not allow for factors such as inflation indexation of benefits, 
resulting in payment of lower benefits than would have been 
equitable.  

 
1032. An evaluation of the period before 2006, shows that inflation was 

generally increasing, which over the years had a tendency to divest 
assets from older generation members who contributed while the 
currency was stronger to younger generation members who 
accumulated larger liabilities in the fund because of inflation. Over 
the years, this led to the accumulation of massive surpluses by 
pension funds. 

 
1033. The above trends in pension asset coverage ratio should be 

interpreted cautiously, in view of the data integrity issues which 
escalated during the period 2006 to 2009. The Commission did a 
lot of work to isolate the impact of these data integrity issues and 
it was satisfied that its findings and recommendations were 
nonetheless valid. 

 
1034. Therefore, in as much as the industry depicts a healthy and solvent 

position with massive surplus, it in fact reflects the prejudice 
suffered by pensioners and pension fund members being stripped 
of their rightful entitlements. The pension fund asset coverage ratio 
of six times the liabilities reveals the industry’s capacity, to some 
extent, compensate for the loss of value.  

 
1035. Thus, the recommended Compensation Scheme in Chapter 7 is 

expected to correct this imbalance through restituting pension fund 
members that lost value. 

 
Asset Quality  

 
1036. The nature and quality of assets is a very important aspect in the 

assessment of the financial soundness of the pensions and 
insurance industry. Generally, the mix and composition of the 
assets is informed by the results of an asset liability modelling 
exercise which, in itself, is an investigation into the nature, term 
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and currency of liabilities in order to determine the most 
appropriate asset portfolio. 

 
1037. The Table below shows the mix of industry assets during the 

investigation period of 1996 to 2014:- 
 

 
Source: Calculated from Data from Valuation Reports. 

 
1038. A significant proportion of the assets survived hyper-inflation. As 

depicted in the above Table, the post-dollarisation assets were 
largely invested in listed equities and property, with money-market, 
bonds and unlisted equity constituting 15%. Thus, the Commission 
is of the opinion that the industry assets were generally of a good 
quality. 

 
Re-insurance and Actuarial Issues 

 
1039. In consideration of the actuarial aspects with regard to the 

assessment of soundness, the Commission examined the terms 
on which the industry takes in premiums and contributions in return 
for assuming risk. It also assessed the management and 
monitoring of risks as well as the ability of the industry to correct 
risk imbalances.  

 
1040. Insurance companies and pension funds, receive premiums and 

contributions in return for assuming the obligation to pay benefits 
in future. Insurance companies achieve this through the process 
of underwriting. There is, therefore, a need to ensure that risk 
assumed in respect of every premium and or contribution that 
comes in, is commensurate with the risk assumed.  
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1041. The following section presents an analysis of the actuarial 
practices in the Insurance and Pension Industry.  
 
Standards of Actuarial Practice (SAP) and Actuarial Practice 
Notes (APN) 

 
1042. For actuarial and risk-management processes to be effective, 

there should be effective actuarial standards and guidelines. The 
design, management and monitoring of actuarial and risk-
management processes should be done within a context that takes 
into account local circumstances.  

 
1043. The Commission established that there are no Standards of 

Actuarial Practice (SAP) and Actuarial Practice Notes (APN) for 
actuaries practising in Zimbabwe.  

 
1044. These practices should ordinarily be the result of a meeting of 

minds between the Regulator and the actuarial profession.  The 
absence of standards and professional guidance seriously 
compromised actuarial and risk-management processes in the 
industry.  

 
1045. Resultantly, there was no standard market guidance on the 

following: (i) solvency assessments (ii) bonus valuation and 
projection methods (iii) reserving (iv) underwriting, (v) re-insurance 
and risk-management (vi) pricing and product development (vii) 
investment and asset liability modelling and (viii) business and 
profit models, among others. 

 
1046. The regulatory failure with regard to the correct functioning of the 

actuarial discipline, at both the supervisory and the institutional 
level, has adversely impacted on the soundness of the Industry.  

 
1047. Regulatory failure was manifested through the following industry 

ills; (i) gross licence cancellations (ii) surrenders and lapses miss-
selling (iii) financially unsound products and arbitrary product 
terminations (iv) inappropriate underwriting, business and profit 
models (v) unfair treatment of policyholder and pension fund 
members (vi) predatory expense structure and (vii) lack of a 
consumer protection regime. These issues are discussed in depth 
in Chapter 9 dealing with Regulatory Failure. 
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1048. The absence of SAPs and APNs can be identified as one of the 
most important factors in the failure of the industry to properly 
convert its assets and liabilities in a standardised and consistent 
manner during the conversion period. This was further 
compounded by the absence of qualified and experienced 
actuarial professionals within the Regulator. 

 
Management Quality 

 
1049. This section focuses on the technical competence of management 

to the extent that it impacts on the financial soundness of the 
industry. Detailed discussion of governance and regulatory failure 
is in Chapter 9. 

 
1050. The capability, fitness and adequacy of management in providing 

leadership, control and oversight are important aspects of the 
financial soundness of the industry. The efficiency with which the 
industry converts premiums or contributions into benefits is very 
critical to the inter-generational sustainability of this industry.  

 
1051. Management quality is also reflected in the ratio of the expenses 

to the premiums or contributions. This ratio measures the 
efficiency of the industry’s internal systems and processes and 
their ability to generate value for the policyholders and pension 
fund members. 

 
1052. The Commission considered the ratio of the benefits paid in each 

year to the premiums or contributions as a measure of 
management efficiency. This was complemented by the ratio of 
administration expenses to the premiums or contributions, which 
is also a measure of the efficiency of the system in delivering value 
to the policyholders and pension fund members.  

 
Pension Funds 

Pension Fund Average 
pre-dollarisation 

(1996 to 2006) 

Average post- 
dollarisation 

(2009 to 2014) 
ZESA  39% 119% 
Catering Industry  69% 99% 
Clothing Industry  56% 122% 
Unified Councils  29% 56% 
NRZ 27% 93% 

Source: Computed from submissions by the industry 
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1053. The level of expenses as a percentage of premiums was 
excessively high. Ideally, whatever is spent on expenses should 
be replaced by investment returns to obviate depletion of 
policyholder or pension fund member premium/contributions. In 
addition, the industry’s ability to meet policyholder or pension fund 
members’ reasonable expectations of a real return on their 
investment is also an important aspect in the assessment of 
financial soundness. 

 
1054. For the pension industry the expenses paid out of contributions 

were very high, and in some cases exceeded the contributions 
paid. The industry degenerated into a sink-hole where policyholder 
or pension fund members contribute to sustain the upkeep of the 
lavish lifestyles of the administrators without any return to 
policyholders or pension fund members.  

 
1055. Resultantly, the accumulations were severely decimated, thus 

making it impossible for the policyholder or pension fund member 
to get, at a minimum, real premiums or contributions made, let 
alone dream of getting a positive real return on investment. 

 
1056. The Regulator’s failure to rein in the industry expenses 

perpetuated the haemorrhaging, resulting in predatory expense 
structures.  

 
CAUSES OF FINANCIAL UNSOUNDNESS  

 
Regulatory failure 

 
1057. Regulation is the process of providing guidance and enforcing 

rules and regulations to maintain confidence and orderly markets. 
Poor regulation impacts adversely on the financial soundness of 
the industry as it leads to indiscipline by market players and unfair 
treatment of customers, resulting in loss of confidence. 

 
Regulatory Failure on the Part of Government 

 
1058. In assessing the role of regulation as a cause of financial 

unsoundness, the Commission considered the roles of the 
Government with respect to both the economy and the industry, 
the role of the Regulator, and the role of the industry itself, in 
policing and encouraging discipline amongst its players. These 
three levels of the regulatory system should be well co-ordinated 
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and there should be a regulatory governance framework to ensure 
efficiency. Within the industry, there should be adequate self-
regulatory structures at both industry and institutional level as part 
of the regulatory system. 

  
Absence of a Financial Sector Development Plan 

 
1059. With regard to the Government, the failure to define a clear vision 

for the industry, through an explicit Financial Services 
Development Plan with specific guidance for the insurance and 
pension industry, was a major source of financial unsoundness in 
the industry.  

 
1060. The absence a clear vision for the insurance and pension industry 

resulted in the financial services sector being overlooked during 
the conversion period, with banks, insurance companies, pension 
funds and all other players having to carry the burden of 
conversion without collective policy guidance. Instead, the 
economic blue-prints, such as STERP and MTP that came 
immediately after dollarisation focused more on broad macro-
economic objectives and did not provide policy clarity and direction 
with regard to this industry.  

 
1061. In the absence of such deliberate national policy fragmented 

efforts by the respective regulators in the financial services sector 
before, during and after conversion, resulted in the 
disenfranchising of policyholders, with no official reference point to 
address actual and perceived prejudices. As such, all 
policyholders that suffered prejudice had limited recourse to litigate 
given their limited financial means. 

 
Macro-economic Environment 

 
1062. The failure by the Government to create and maintain a stable 

macro-economic environment resulted in rapidly changing market 
conditions, which the industry failed to react to appropriately, 
leading to financial unsoundness.  

 
1063. Prior to 2009, the absence of a conducive macro-economic 

environment resulted in hyper-inflation, which in turn eroded value 
and resulted in inter-generational transfers of assets from the older 
to the younger generations.  

 



281 
 

1064. For seven years after dollarisation, IPEC failed to guide the 
industry on the conversion, culminating in the setting up of this 
Commission. As a result, there was no standard acceptable 
method of dealing with the benefits of policyholders and members 
of pension funds whose tenure straddled the conversion period 
resulting in prejudice to members who retired after dollarisation. 

 
Competition and Efficiency of the Market 

 
1065. The Government is also responsible for the competition policy. In 

failing to address the oligopolistic structure of the market e.g. 
continued dominance of Old Mutual, which controls 80% of the 
insurance market assets, followed at distance by companies such 
as Nyaradzo, Fidelity Life, ZB and First Mutual. 

 
1066. The oligopolistic nature of the market impedes the efficient 

allocation of resources, the competitiveness of the industry and its 
ability to deliver value for money to the policyholders. Such issues 
affect the financial soundness of the industry, in the sense that the 
market loses its ability to meet the reasonable benefit expectations 
of policyholders and pension fund members.  

 
1067. NSSA’s mandate, at its inception, was to provide a basic pension 

in terms of the World Bank three-tier pension structure. Over the 
years, NSSA transformed itself to a point where it now covers 
every formally employed worker. 

 
1068. This state of affairs does not define a clear space for the private 

occupational schemes to complement NSSA’s efforts. Ideally, the 
private sector and NSSA should co-exist and share in the 
development of this market. 

 
Impact of the Insurance and Pensions Regulator on Financial 
Soundness 

 
1069. The Insurance and Pensions Commission stands at the nexus of 

this industry and should be responsible for co-ordinating all the 
players in the industry in order to ensure that the industry remains 
financially sound. IPEC failed to execute its mandate in the 
following ways:- 
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Regulatory Capture through Failure to Have Operational 
Independence from both the Government and the Industry 

 

1070. The regulatory structure of Zimbabwe has the three hierarchical 
strata namely; (i) the Government through the Ministry of Finance; 
(ii) IPEC, as the Regulator, as the second stratum; (iii) industry 
players, in the form of institutions and individuals, as the third and 
lowest stratum. In order to achieve independence and objectivity, 
it is trite that office bearers should not straddle across the aforesaid 
strata.  

 
1071. The following illustrations evince breaches of these principles; 
 

a) Mr Douglas Hoto, an actuary, who sat on the Board of IPEC 
(second stratum),  was also the CEO of Altfin Life Assurance, 
as well as chairman of the Actuarial Society of Zimbabwe 
(third stratum). This saw him straddling across the second and 
third strata, resulting in a conflicted initiative where the 
industry was directed by IPEC (whereat he was a Board 
member) to do actuarial reports for the conversion of 
insurance and pension liabilities from ZW$ to US$. Through 
his consultancy vehicles, he created a monopoly to exploit this 
opportunity for pecuniary gain. The Commission subsequently 
adjudged these reports to be prejudicial to policyholders and 
pension fund members; 

 
b) the presence of Mr Richard Muirimi on the Board of IPEC 

(second stratum), who was also the controlling shareholder of 
Comarton Consultants (third stratum), a pension 
administrator, is also riddled with conflict of interest. Mr 
Muirimi was also the Chairman and key player in Brainworks, 
a private equity fund which was capitalised by, and 
specialised in, the investment of funds administered by 
Comarton. This presented a conflict of interests where Mr. 
Muirimi was in a position where he could use his position in 
the IPEC Board to get around regulatory issues relating to his 
two companies; 

 
c) similar conflicts can be attributed to the late Mr. 

Mushayakarara, who was the chairman of ZB Life (third 
stratum) and chairman of the IPEC Board (second stratum) at 
the same time. Notwithstanding his passing on, it is no 
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wonder, therefore, that ZB Life was the least co-operative 
insurance company and its data submission to the 
Commission was the most shambolic. That culture of non-
compliance with regulatory issues could have emanated from 
a tradition of non-compliance based on the above conflict of 
interests; 

 
d) With regard to the Government, the Permanent Secretary Mr. 

Willard Manungo (first stratum) sat as ex officio on the IPEC 
Board (second stratum). This was problematic in that the 
Permanent Secretary is the key driver of the first stratum of 
regulation and is responsible for monitoring the performance 
of the Insurance and Pensions Commission. In consideration 
of the above, the performance of IPEC was within the 
Permanent Secretary’s armpit and he was conflicted in the 
event of non-performance; 

 
e) The failure by IPEC to implement risk-based supervision in the 

market, failure to design and implement a conversion basis 
from ZW$ to US$, the shambolic state of the industry with 
financially unsound products and reliance on financially 
unsound systems and processes, is suggestive of a Board 
which lacks the skills and capability to provide effective 
oversight over the operations of the insurance and pensions 
industry; 

 
f) Failure to employ qualified and experienced professionals 

(accountants, lawyers, actuaries). The failure of IPEC at 
operational level is indicative of a CEO who was not 
competent. Issues such as the failure to create relevant 
executive positions, such as a Legal Officer, Chief Accountant 
and Chief Actuary, is indicative of a CEO who is out of depth. 
Insurance and pension regulation is discharged through legal, 
actuarial and accounting systems and processes. The 
Commission was, therefore, not surprised by the absence of 
standard systems and processes such as risk-based 
prudential regulation, enforcement pyramids and other 
regulatory processes, which processes need professional 
stewardship. 

 
 
 



284 
 

Self-Regulating Issues Relating to the Industry and 
Professional Bodies 

 
1072. As discussed in Chapter 6 on Conversion Processes and Methods, 

the Regulator failed to co-ordinate self-regulatory bodies and 
industry associations, such as the Society of Actuaries of 
Zimbabwe (ASZ), Institute of Chartered Accountants (ICAZ), Life 
Office Association (LOA), Zimbabwe Association of Pension 
Funds (ZAPF) and Pension Advisory Committee, in order to 
ensure soundness of the industry. As a result, there was an 
inversion of roles which saw the Regulator looking up to these 
bodies for guidance because of lack of skills and experience in 
IPEC. 

 
1073. In particular, the Regulator failed to facilitate the setting up of 

standards for the aforestated associations and professional 
bodies. For instance, the actuarial practice operated without 
actuarial valuation guidance and standards agreed with the 
Regulator.  

 
1074. Furthermore, the Regulator failed to effect a financially sound and 

impartial conversion of member benefit values from ZW$ to US$.  
The insurance and pensions eco-system was supposed to be co-
ordinated by the Insurance and Pensions Regulator. 

 
1075. A critical pillar for ensuring financial soundness is the valuation of 

assets and liabilities and the assessment of risk by actuaries. This 
should be done within a framework that is standardised to allow 
comparisons from year to year and between different institutions.  

 
1076. The absence of the requisite technical skills at the Regulator such 

as actuarial, legal and accounting, exposed the Regulator to 
manipulation by the industry and, therefore, explained the poor 
quality of regulation. 

   
Risk-management Systems, Processes and Controls 

 
1077. IPEC’s supervisory framework does not effectively address 

internal risk control processes such as solvency management, 
investment risk assessment and management, reinsurance, 
underwriting pricing and treatment of actuarial surplus among 
others.  
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1078. In its submissions to the Commission, IPEC admitted that it was 
yet to develop and adopt a risk-based supervisory framework 
which was to be fully adopted by 2018. It is, therefore, not 
surprising that the Regulator had no capacity to supervise risk-
management systems and processes and the industry has no 
capacity to design and run the same resulting in financially 
unsound products, risk-management systems and processes. As 
a result, the industry operated without a risk-management 
framework from the Regulator, making it difficult to identify, monitor 
and manage risks in the industry.  

 
1079. The quality of financial decisions made in this sector was poor, 

resulting in unsustainably high expense ratios as noted in Chapter 
4 on Causes of Loss of Value. It is also characterised by financially 
unsound and predatory business practices and poor asset 
allocations as has been explained in Chapter 6. Ideally, long-term 
financial decisions should be made within a context which 
recognises the interests of all stakeholders and ensures financial 
soundness.  

 
Consumer Protection 

 
1080. Treating customers fairly is an important pillar of financial 

soundness. The lack of consumer activism has, over the years, 
resulted in predatory business practices, unbundling and 
reorganisation of institutions in a way that compromised the rights 
of consumers and the divestment of a whole generation 
policyholders and pensioners.  

 
1081. At the time of conversion, Zimbabwe did not have organisations 

championing consumer interests in the insurance and pension 
industry. The existing organisations such as the Consumer Council 
of Zimbabwe (CCZ) had limited capacity and resources to deal with 
financial consumer protection issues and, therefore, did not do 
anything. The insurance and pensions industry is a complicated 
and specialised industry, and, therefore, the generic consumer 
protection bodies could not have been expected to understand the 
intricacies surrounding the loss of value. The regulatory framework 
does not prioritise consumer protection and, as a result, IPEC did 
not have effective mechanisms to protect the interests of 
policyholders and pension fund members.  
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1082. Furthermore, there were no formal requirements relating to 
insurers handling of complaints from policyholders or beneficiaries. 
Moreover, there is no Ombudsman to verify their veracity and 
resolve the issues. Resultantly, consumers of financial services 
have limited enforceable rights with regard to their benefit rights 
and expectations.  

 
1083. In addition, there is a lack of a long-term orientation, with a low 

complaints culture and little or no awareness amongst consumers 
regarding the existing systems of redress in the event of a 
complaint against financial service providers. These 
misdemeanours arise from the absence of a co-ordinated financial 
literacy strategy owing to the lack of a financial services 
development plan. 

 
1084. These issues undermine consumer confidence in the industry and 

impede its ability to function properly with adverse consequences 
for the financial soundness of the industry and the economy. The 
implications of these developments are also highlighted in the 
2015 World Bank study on “Zimbabwe: Diagnostic Review of 
Consumer Protection and Financial Literacy. Volume 1. Key 
Findings and Recommendations,” of July. 

 
Management Quality 

 
1085. The management of insurance companies and pension funds 

requires highly skilled personnel because of to the specialised 
nature of this industry. The Commission established the absence 
of legislative provisions empowering IPEC to conduct fitness and 
probity tests on shareholders, Board members and executive 
management. As a result, the crop of existing managers and senior 
executives who are responsible for the mess that characterises the 
industry, are being recycled.  

 
1086. For instance, when Renaissance Financial Holdings acquired 

associate shareholdings in Africa First ReNaissance Corporation 
(AFRE) now known as First Mutual Life Holdings, which had a 
controlling stake in FML, part of premiums paid in by FML 
policyholders were redirected to AFRE as management fees. The 
idea of a holding company, which has no insurance expertise 
charging a management fee on an insurance portfolio is just 
another form of transfer pricing and adds unreasonable expenses 
to the detriment of policyholders. This predatory business practice 
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is uncharacteristic of this industry where profits should emerge 
only after risk has been taken care of.   

 
1087. Furthermore, management is so conflicted that it does not hesitate 

to siphon value out of insurance companies and pension funds to 
further personal interests at the expense of policyholder or pension 
fund member rights and reasonable benefit expectations.  
 

1088. An example of conflicted management behaviour is when a family 
Trust, Bethel Trust, owned by Peterson Timba, was used to siphon 
policyholder funds in a transaction in which a loan of US$5 million 
was granted to AFRE by Bethel Trust. Mr. Timba was the Chief 
Executive Officer of AFRE at the time of the transaction. The loan 
attracted interest at 3.5 % per month, amounting to US$3.15 
million in 18 months (2 September 2009 to 4 March 2011).   

 
1089. Although these practices are morally repugnant, they are, 

however, not illegal under Zimbabwean law. In this regard, the 
legislation must be amended to streamline the insurance business 
model and ensure that there is no diversion of premiums meant to 
pay for insurance. 

 
1090. Furthermore, the fact that 70 insurance companies were closed 

down in 2010 alone, is a clear indictment on the quality of 
management at both the Regulator and regulated entity levels.  

 
1091. With regard to Fidelity Life, management was able to capture the 

Board and divert and appropriate policyholder funds for personal 
enrichment as highlighted in the forensic audit of 2016. The loss of 
value by NSSA at all failed banks, as well as other well 
documented investment failures including the construction of a 
hotel in Beitbridge which was closed soon after opening, points to 
poor management quality and weak oversight.  

 
1092. In 2016, NSSA fired its General Manager, Mr. James Matiza, 

alongside Shadreck Vera (investment director), Tendai Mafunda 
(corporate services director), Patrick Mapani (finance director) and 
the ICT director Bright Chidyagwai. While the losses that NSSA 
suffered can be attributed to the previous management, the new 
executive has not generated confidence by retrenching 15 middle 
managers immediately thereafter in the same year. This smacks 
of a predatory corporate culture and a lack of continuity and 
succession planning.  This leaves NSSA with not only a new 
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Board, but also new management, with the attendant loss of tacit 
memory.  

 
1093. The examples above demonstrate management ineptitude and 

rent-seeking behaviour, which undermines policyholder or pension 
fund member value and the financial soundness of the industry. 

 
Governance and Restructuring 

 
1094. The nature of the insurance and pension industry changed 

considerably since the de-mutualisation of Old Mutual in 1999 and 
that of First Mutual in 2003.  Given their predominance in the 
industry, prior to de-mutualisation, the industry was driven by a 
mutual culture which focused on policyholder value and there was 
no conflict between the interests of policyholders and those of the 
insurance company. 

 
1095. Following the de-mutualisation, a new stakeholder, the 

shareholder, started to dominate the industry and the conflict 
between shareholder and policyholder interests has emerged. De-
mutualisation set the interest of shareholders directly against the 
interests of policyholders, especially on profit sharing and 
allocation of assets. The next section discusses some 
developments in Old Mutual and First Mutual during the post-de-
mutualisation periods:- 

 
First Mutual 

 
1096. There has been a lot of restructuring at First Mutual, leading to the 

creation of several companies. Between 1998 and July 2004, First 
Mutual Holdings was a 100% shareholder in First Mutual Asset 
Management, a company that was later wound up under a court 
supervised voluntary liquidation. African Actuarial Consultants 
(Pvt) Ltd (AAC) commenced operations on 1 July 2003. Initially, 
30% of the shareholding was held in trust on behalf of the actuaries 
employed by the company, with the remaining 70% being held by 
First Mutual Holdings. However, in 2013 the AAC share ownership 
trust was disbanded and First Mutual Holdings became the sole 
owner until it sold the business on 1 January 2016. Tristar 
Insurance commenced operations in January 2003, with First 
Mutual Life Assurance Society holding 32.5% of its shares, Trust 
Holdings holding 27.5% and Red Door Financial Services (a 
company associated with Beverley Building Society) holding 
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32.5%. In 2007 Tristar Insurance became a wholly-owned 
subsidiary of the First Mutual Group. 

 
1097. First Mutual Reinsurance was set up at the end of 2003. In 2007, 

two new companies were established to take over the reinsurance 
business in Zimbabwe, namely FMRE Property & Casualty (Pvt) 
Limited and FMRE Life & Health (Pvt) Limited.  Since then, First 
Mutual Reinsurance has been dormant. FMRE Property and 
Casualty (Pvt) Ltd and FMRE Life and Health (Pvt) Ltd are wholly-
owned subsidiaries of First Mutual Holdings. 

 
1098. FMRE Property & Casualty (Pty) Ltd was incorporated in Botswana 

on 23 June 2009. A wholly-owned subsidiary of First Mutual 
Holdings, it does business in Botswana and the sub-Saharan 
Africa region. In 2006, FML demerged its property portfolio and 
packaged it under Pearl Properties, a company incorporated 
specifically for that purpose. Pearl Properties (2006) Ltd was listed 
on the Zimbabwe Stock Exchange by way of an initial public 
offering in August 2007. The First Mutual Group owns 53% of Pearl 
Properties, directly and indirectly. 

 
1099. First Mutual Medical Savings Fund was launched as a division of 

First Mutual Life in 2009.  With effect from 1 July 2012, the heath 
business was demerged from First Mutual Life and taken over by 
a stand-alone company, FML Health Care, which changed its 
name to First Mutual Health Company on 28 March 2014.  First 
Mutual Health is owned 80.1% by First Mutual Holdings and 10.9% 
by First Mutual Life Assurance. The Group acquired an asset 
management licence at the beginning of 2014 and First Mutual 
Wealth Management took over the investment function of the 
Group with effect from 1 July 2014, as a wholly-owned subsidiary. 

 
1100. In all these transformations, it is not clear how the shareholdings 

were determined, who financed these transactions, and what steps 
were taken to protect policyholder interests.  

 
Old Mutual 

 
1101. Old Mutual demutualised in May 1999 and is listed on the ZSE. In 

compliance with the indigenisation legislation, Old Mutual plc sold 
25% shareholding in Old Mutual Zimbabwe Ltd in 2012 to 
indigenous Zimbabweans. The shareholding as at 31 December 
2014 was as follows:- 
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Shareholder % Holding Beneficial Owner 

 
OM Zimbabwe Holco 
Ltd 

75 Old Mutual PLC- 
foreign parent company 

Stiefel Investments 
(Pvt) Ltd 

3.5 Old Mutual Zimbabwe Group 
Strategic Partners 

The OMZIL 
Indigenisation 
Employee Share Trust 

4.4 Old Mutual Zimbabwe Group 
non-managerial staff 

The OMZIL 
Management Incentive 
Share Trust 

3.2 Old Mutual Zimbabwe Group 
managerial staff 

The Old Mutual Group 
Staff Pension Fund 

3.5 Old Mutual Zimbabwe Group staff 
pensioners 

The OMZIL Client 
Pension Ex Gratia 
Plan Trust 

8.0 Client pensioners 

Kurera Ukondla Youth 
Fund Trust 

2.5 Zimbabwe youth 

 Source: Old Mutual’s submissions to the Commission 
 
1102. Old Mutual Zimbabwe had the following subsidiaries as at 

December 2014:-  
 
a) Asset Management offered by Old Mutual Investment Group 

Zimbabwe (Pvt) Ltd (OMIG) established in 1995; 
 

b) Units Trusts offered by OMIG established in 1995; 
 

c) Old Mutual Property (Zimbabwe) (Pvt) Ltd (OMP) established 
in 2009. Functions previously undertaken by OMLAC but a 
separate company was set up in 2009;  
 

d) Banking (originally purely building society) offered by Central 
Africa Building Society (CABS) established in 1949; 
 

e) Short-term insurance offered by Old Mutual Insurance (Pvt) 
Ltd (OMICO) in 1972. This was previously known as RM 
Insurance (Pvt) Ltd but was rebranded in 2014; 
 

f) Custodial Services offered by Three Anchor Investments (Pvt) 
Ltd (OMCUS) established in 2010. Previously, functions were 
done in-house but, in the interests of good governance and 
for regulatory reasons a separate company was set up in 
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2010. Policy-holders were paid a fair market price for this 
business; 
 

g) Stock broking offered by Old Mutual Securities (Pvt) Ltd 
(OMSEC) established in 2010; 
 

h) Shared Services offered by Old Mutual Shared Services (Pvt) 
Ltd (OMSS). This company houses functions such as 
Enterprise Wide Risk-management, Legal, Company 
Secretarial, Finance, Human Resources, ICT, Marketing and 
Procurement established in 2009; 
 

i) Property-owning company, Old Mutual Property Investment 
Ltd (OMPIC) established in 1967; 
 

j) Property owning company City Centre Properties (Pvt) Ltd 
(CCP), established in 1991. 

 
Data Management Deficiencies 

 
1103. The insurance and pensions industry is a data intensive industry 

which requires information to be held over long periods of time. It 
also requires robust systems and processes to support data 
integrity and risk-management processes and controls. The data 
are then used in the calculation of liabilities, validation and 
payment of claims, premium collection, product development and 
pricing. The quality of data held by an entity in this industry is, 
therefore, crucial to the assessment of financial soundness. 

 
1104. The Commission established that entities in this industry do not 

keep adequate and complete records. Most entities were failing to 
submit consistent historical data over periods for which they have 
collected premiums and contributions. It is quite clear that this 
deficiency in data management undermines the ability of the 
entities to determine their liabilities, price products appropriately, 
etc.   

 
1105. The Commission requested information for the period 1996-2015. 

The information supplied was incomplete, inconsistent, did not 
reconcile and was not standardised. The Commission had to resort 
to subpoenas to force the industry to submit requested data, but 
there was no significant improvement in the quality of data 
supplied. Given that data is central to the assessment of financial 
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soundness, it is surprising that the industry takes a very casual 
attitude towards the integrity of data.  

 
1106. In the extreme case of the Government Pension Fund (GPF), no 

meaningful data was supplied to the Commission despite 
numerous follow-ups, yet the GPF is the largest pension fund in 
the country, and the majority of the complaints received were 
relating to the GPF. This is not surprising given that the fund has 
no history of valuing and managing its liabilities. Funds of a similar 
nature in neighbouring countries (South Africa, Botswana and 
Namibia) actively fund and manage their liabilities, providing an 
example that has cascaded down to smaller private sector funds. 
As a result, the pensions industry in those countries are better 
managed and more likely to be financially sound, with positive 
consequences for the economy. The GPF needs to set an example 
for the rest of the pensions industry to follow.    

 
1107. During the period 2012-2014, GPF made average annual pensions 

benefit payments of about US$432.3 million. This amount 
represents a permanent and recurring drain on the economy 
which, even if not funded, should be managed if it is not going to 
cause macro-economic instability.  

 
1108. Assuming a life expectancy of 12 years on average for pensioners, 

the estimated liability in respect of only pensioners, is in the range 
US$5-US$7 billion. The estimated liability with respect to active 
members is about US$10 billion, assuming that the liability with 
respect to active members is three times the salary bill. This puts 
an estimate on the Government pension fund liability at about 
US$15 billion, the same as GDP.  

 
1109. To contextualise this liability, it is necessary to recast it as two 

loans where the first is the loan in respect of the pensioners, of 
about US$6 billion, attracting an interest payment of US$432 
million (7.2% per annum). Applying the same parameters to the 
active members’ liability of US$10 billion, would suggest an 
average payment rate of US$720 million per annum. The payment 
to pensioners is expected to escalate and exceed US$ 1 billion in 
future. This expected increase in pension payments is a serious 
source of macro-economic instability and financial unsoundness. 
If it was funded, then it would represent an asset of US$15 billion 
in this economy, with positive multipliers to the financial soundness 
of the industry and the economy. 
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1110. An example where the Government has given the wrong signals 
to industry is when Government reviewed pensions after 
dollarisation. Pensions which had disappeared because of hyper-
inflation were revived at US$20 per month. This acted as a cue to 
the industry to follow suit. This arbitrary approach to such a 
financially significant matter has devastating implications for 
financial soundness within the private industry and the whole 
economy.  

 
Skills Audits, Development and Management 

 
1111. The insurance and pensions industry demands specific and 

specialist financial skills (underwriters, claims assessors and 
managers, administrators, brokers, accountants, actuaries, 
lawyers, etc.). As such, these skills should increase as the industry 
grows and skills planning and development is an integral part of 
the development of this market. There is no strategy to develop 
skills to meet future needs. Insurance in particular, is about 
assuming risks, which risk is imposed on society through benefit 
rights and expectations. Risk-management is, therefore, integral to 
the running of insurance companies and financial services. 

 
1112. In order to ensure that the industry is adequately supplied with 

relevant skills, there is a need for regular skills audits, a skills 
development plan based on the needs of the industry and 
continuous professional development. In some countries, key 
persons and controllers in this industry are subject to a renewable 
licensing regime based on regular examinations. The licensing 
system is based on agreed standards between the Government, 
the Regulator and the industry.  

 
1113. Structures that are supposed to complement the role of the 

Regulator in ensuring that there are adequate skills and that the 
business is operated with the right level of skill and 
professionalism, such as insurance skills, education and training 
authority (INSETA), legislation to set up an authority to regulate 
the conduct of financial advisors and intermediary services 
authority (FIAS), and an insurance regulatory examinations 
regime, would help to standardise the quality of service, improve 
systems and processes and enhance financial soundness. The 
lack of skills development in the country and a retention 
mechanism was mainly responsible for the industry getting caught 
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without the requisite skills (e.g. actuarial) to ensure a financially 
sound conversion. 

 
Asset Deepening and Matching Existing Liabilities 

 
1114. Hyper-inflation wiped out bond market values and cash balances. 

These assets would have been matching fixed liabilities and short-
term liabilities. As the market recovered, there were no bonds or 
cash instruments in the market.  The Government has issued a 
number of money-market instruments to alleviate the need for 
assets to meet short-term liabilities, but there are no long-term 
bonds. The absence of long-term bonds is a problem for 
companies which want to match fixed pensions in payment. 

 
1115. The Government should be studying the profile of liabilities in the 

industry and use this information to issue appropriate financial 
instruments.  

  
Separate Licenses for Pensions and Insurance Business 

 
1116. Although the legislation provides for separation of insurance and 

pension assets, the Commission found that this rule is not being 
adhered to. Insurance and pension businesses have different risk 
characteristics, cost structures and benefit expectations, and, 
hence, the need to separate their licensing structures and 
operations. Given the larger size of assets generated by the 
pensions industry, and the fact that pension funds have generally 
simpler structures, the Commission found that the mixing of 
insurance and pension business undermines the financial 
soundness of pension funds.  

 
1117. FML for instance, failed to separate its insurance and pension 

assets, which reflects badly on its capacity to meet the reasonable 
benefit expectations of its clients. 

 
Restoration of Soundness 
 
1118. In coming up with what would be appropriate recommendations for 

restoring financial soundness, the Commission looked at the 
following:- 

 
a) international Best Practices based on countries with insurance 

business practices similar to Zimbabwe. This is based on 
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legislative developments and new requirements in countries 
such as South Africa, Australia, Canada and UK;  
 

b) professional Actuarial and Auditing Guidelines given to 
actuaries, valuators and auditors of insurance companies and 
pension funds in the said countries;  
 

c) recommended practices by international bodies such as the 
World Bank, the IMF, SADC Committee of Insurance, 
Securities and Non-banking Authorities (CISNA) and the 
AfDB; 
 

d) the practices of regional regulators similar in size to 
Zimbabwe. 

 
1119. The following Table identifies the problems and sets out 

recommendations on how to achieve financial soundness:  
 

Problems Identified Recommendations 
1. Failure of regulation at 

Government level  
(a) Financial Sector Plan 
(b) Macro-economic 

Environment 
(c) Competition Policy 

 

1. Government should implement a 
Financial Sector Development Plan 

2. Government should maintain 
macro-economic stability which is 
conducive to the  growth of this 
sector 

3. Government should put into place 
an environment that encourages 
competition in order to go the 
sector  

2. Failure of regulation at the 
Regulator Level 

a) Minimum capital 
requirements not risk based.  

b) No continuous assessment 
and calibration of the capital 
requirement based on the 
evolving nature of the risk 
that a company is assuming 
as it trades. 

1. There should be an industry-wide 
fixed monetary minimum capital 
requirement which is established 
on the following bases: 

a) the costs of setting up an 
insurance or pensions service 
provider; 

b) the costs of winding up the 
entity in the event of failure; 

c) efficient use of capital and 
value for money for the 
policyholders;  

d) international best practices. 
 

2. The capital required on a 
continuing basis  should be based 
on each individual company’s risk 
profile, based on the products that 
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Problems Identified Recommendations 
it writes, the process and internal 
risk controls that it uses, the 
guarantees, options and other 
risks that it undertakes, the quality 
and skills level of management 
and risks associated with 
governance structures and 
processes 

Poor financial-decision making 
as a result of inconsistencies in 
the solvency   assessments 
models.  

Standardised solvency assessment 
models for both insurance companies 
and pension funds 

 
 

The existence in the industry of 
unscrupulous and disreputable 
individuals because of the 
absence of effective screening 
measures. 

Implementation of continuous robust 
fitness and probity assessments 

Policyholders and members of 
pension funds losing value on 
winding-ups and liquidations 
because there are no insurance 
and pension specific safe-guards 
for policyholder rights and 
reasonable expectations on 
winding-up and liquidation. 
Winding-up of insurance and 
pension funds is done in terms of 
the Companies Act 

The recommended Life Insurance Act 
and the Pensions and Provident 
Funds Act should explicitly make 
provision for the winding-up and 
liquidation of insurance companies 
and pension funds respectively. These 
provisions should recognise the rights 
and reasonable expectations of 
policyholders and pension fund 
members in a manner that gives 
preference to the liabilities in respect 
of policyholders and pension fund 
members. Winding-up and liquidation 
should trigger an actuarial valuation 
which should be used as the basis for 
liquidation. The Regulator should 
prescribe standards for the actuarial 
valuation. 

The lack of transparency in 
systems, processes and 
documentation at both the 
Regulator and the industry 
players’ level resulting in 
inadequate risk and financial 
governance. The industry is 
characterised by shortcomings in 
the following processes which 
has resulted in financial 
unsoundness:- 

(a) risk-management 

1. Systems and processes within both 
the Regulator and the industry 
players’ level be ISO certified by the 
Standards Association of Zimbabwe. 
These certification should undergo 
regular auditing and monitoring 
 

2. Process controllers and ISO 
standards inspectors should be 
licensed by the Regulator and the 
licence should be subject to regular 
renewal through a system of 
regulatory examinations. 
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Problems Identified Recommendations 
(b) product development 

and underwriting 
(c) actuarial valuations 
(d) investment 

management 
(e) data management 
(f) IT systems 

 
3. Risk-based internal decision making 

process 

 
Chapter Summary 
 
1120. This Chapter presents findings on ToRs (xi) and (xii), which require 

the Commission to assess the financial soundness, of the 
insurance and pensions industry before, during and after 
conversion from ZW$ to US$, as well as recommending measures 
of how to restore financial soundness, if the industry was found to 
be unsound. 

 
1121. In its assessment of the financial soundness of the industry for the 

period under review, the Commission considered approaches 
used by international financial institutions such as the IMF (namely 
the CARAMEL framework to the extent that it applies to industry), 
Solvency II framework, and actuarial professional guidance. 

 
1122. Soundness was understood as the ability of the insurance and 

pension industry to withstand vulnerabilities, imbalances or crises 
that lead to a reduction or loss of confidence in the industry and 
disruption in economic growth. It is defined in three levels, namely:- 

 
a) fair treatment of policyholders or pension fund members in 

terms of the products and services sold, the selling process, 
contractual terms, delivering value for money and meeting the 
reasonable benefit expectations of policyholders or pension 
fund members in respect of the premiums and contributions 
that they have paid or that have been paid on their behalf; 
 

b) the ability of the industry to operate ethically, effectively and 
efficiently in identifying the needs of policyholders and 
pension fund members, designing products and services to 
meet those needs and discharging their obligations to 
policyholder or pension fund members in full, timeously and 
courteously;  
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c) the capacity of the regulatory system to guide and rein in the 
industry or to correct imbalances in the economy which may 
result in failure by the industry players to discharge any of their 
duties and obligations to policyholders or pension fund 
members.  

 
Capital Adequacy for Insurance Companies 

 
1123. The Commission considered the ratio of assets to liabilities for life 

insurance companies for the period 1999 to 2015 in order to 
evaluate capital adequacy. The assets exceeded the liabilities by 
an average of 18% over the period 1999 to 2015. Based on the 
data supplied, the Commission was of the opinion that there was 
adequate capital to support the writing of life insurance business. 

 
1124. However, considering the findings of the Commission that the 

industry has, during the years 1996 to 2014, been prejudicing 
policyholder and pension fund members of their rightful 
entitlements, some of the insurance companies could be under-
capitalised if rightful benefits are paid to policyholders and pension 
fund members. The true picture of capital adequacy will be 
revealed once the quantity of prejudice has been established. 

 
Capital Adequacy for Pension Funds 

 
1125. The Commission established that the pensions industry operated 

in massive surplus, with assets, on average, being six times the 
liabilities throughout the period of investigation. However, in as 
much as the industry depicts a healthy and solvent position with 
massive surplus, it in fact reflects the prejudice suffered by 
pensioners and pension fund members being stripped of their 
rightful entitlements. The pension fund asset coverage ratio of six 
times the liabilities reveals the industry’s capacity, to some extent, 
to compensate for the loss of value. The recommended 
Compensation Scheme in Chapter 7 is expected to correct this 
imbalance through restituting pension fund members that lost 
value. 

 
Asset Quality 

 
1126. A significant proportion of the assets survived hyper-inflation as 

the assets were largely invested in properties and equities. Less 
than 6% of the assets were invested in fixed income securities 
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which had negative real investment returns. The post-dollarisation 
assets were largely invested in listed equities and property, with 
money-market, bonds and unlisted equity constituting 15%. Thus, 
the Commission was of the opinion that the industry assets were 
generally of good quality. 

 
Actuarial Practices 

 
1127. The Commission established that there are no Standards of 

Actuarial Practice (SAP) and Actuarial Practice Notes (APN) for 
actuaries practising in Zimbabwe. There was no standard market 
guidance on the following: (i) solvency assessments (ii) bonus 
valuation and projections methods (iii) reserving (iv) underwriting 
(v) reinsurance and risk-management (vi) pricing and product 
development (vii) investment and asset liability modelling (viii) 
business and profit models, among others. The absence of 
standards and professional guidance seriously compromised 
actuarial and risk-management processes in the industry. 

 
Management Quality 

 
1128. The Commission considered the ratio of the benefits paid in each 

year to the premiums or contributions as a measure of 
management efficiency. This was complemented by the ratio of 
administration expenses to the premiums or contributions, which 
is also a measure of the efficiency of the system in delivering value 
to the policyholders and pension fund members. The quality of 
management was also assessed in depth in Chapter 9 on 
Regulatory and Governance Failure. 

 
1129. For both the insurance and the pension industry, the expenses 

paid out of premiums or contributions were very high, in some 
cases exceeding the contributions received. The industry 
degenerated into a sink-hole where policyholders and pension 
fund members contribute to sustain the upkeep of the lavish 
lifestyles of the administrators, without any return to policyholder 
or pension fund members. The Regulator’s failure to rein in the 
industry expenses perpetuated the haemorrhaging, resulting in 
predatory expense structures.  
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Causes of Unsoundness 
 
1130. These included, an unstable macro-economic environment, failure 

by the industry to adjust business practices to the changes in the 
macro-economic environment, regulatory failure, poor governance 
practices, characterised by conflicts of interest and excessive 
administration expenses, poor risk-management practices, failure 
to treat customers fairly, data management deficiencies and weak 
legislation. 

 
Measures for Restoring Soundness 

 
1131. The Commission recommends a number of reforms necessary to 

ensure the restoration of financial soundness. Recommendations 
for actions by Government include the development of a Financial 
Sector Development Plan, maintenance of macro-economic 
stability and a review of the legislation governing insurance and 
pension business. The Regulator should revamp the regulatory 
processes and systems, enhance its capacity in terms of skills mix 
and experience, as well, developing consumer protection specific 
supervisory resources and tools.  

 
1132. Insurance companies and pension funds should improve their 

governance practices, capacity to manage the institutions, 
including the efficient use of capital and value for money for the 
policyholders and improve record management systems. 
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CHAPTER 9: 
 

GOVERNANCE PRACTICES IN THE INSURANCE AND PENSION 
INDUSTRY (1996-2015) 

 
Introduction 
 
1133. This Chapter consolidates the Commission’s analysis of 

governance practices in the insurance and pension industry as part 
requirements of its ToR (xiii). The Commission assessed 
governance practices at three levels, namely; central Government 
level, regulatory level and institutional level. In addition, the 
Chapter presents an analysis of failure of the legislation that 
governed the insurance and pension industry during the 
investigation period of 1996 to 2014. The Commission analysed 
Acts, namely, the Insurance Act, the Pension and Provident Funds 
Act, the Insurance and Pensions Commission Act and the NSSA 
Act. 
 

1134. The institutions assessed in terms of governance were IPEC since 
its inception in 2006, the Government Pensions Agency, NSSA, 
insurance companies, pension funds and fund administrators, 
including brokers.  

 
1135. The governance practices were assessed against the 

requirements of existing legislation governing the sector and the 
National Code on Corporate Governance. In addition, the practices 
were also bench-marked with regional and international standards 
as set by the International Organisation of Pension Supervisors 
(IOPS), the International Association of Insurance Supervisors 
(IAIS), the International Social Security Association (ISSA) 
Guidelines and the OECD.  

 
Governance Failure on the Part of Government 
 
1136. The role played by the Government during the conversion period 

cannot be underestimated, considering the very important role of 
Government in setting policy. After years of battling hyper-inflation 
and its associated challenges, the Government, in 2009, adopted 
the multiple-currency regime.  

 
1137. The adoption of the multiple currency regime, through the Finance 

(No. 2) Act, 2009, signalled the death of the ZW$ that had become 
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virtually worthless at the time. Unfortunately, it would take another 
five years for Government to pronounce the desire to officially de-
monetise the ZW$ in 2014. The official de-monetisation of the 
ZW$, which only applied to non-loan bank accounts as at 31 
December 2008, only began on 15 June 2015 and closed 30 
September 2015.  

 
1138. An exchange rate of US$1 to ZW$35 quadrillion or US$1 to 

ZW$35,000 was applied during the de-monetisation period. At the 
conclusion of the de-monetisation exercise, the RBZ expected to 
compensate the equivalent of up to US$20 million for all the 
deposits that existed in the non-loan bank accounts as at 31 
December 2008. This exchange rate that was applied for the de-
monetisation, which Government referred to as the UN exchange 
rate for the time, was the unofficial, and, therefore illegal, parallel 
exchange rate. The official exchange rate in December 2008 was 
US$1 to ZW$3,641,246. 

 
1139. The de-monetisation process resulted in loss of value for 

policyholders on two accounts; 
 

a) the fact that Government only gave official direction on de-
monetisation more than 6 years after the adoption of the 
multiple currency regime meant that industry players had no 
official position and, therefore, no uniform standard, with 
regard to the treatment and conversion of liabilities for 6 years; 

 
b) the adoption by Government of the illegal exchange rate 

ahead of the official exchange rate for the de-monetisation 
exercise was an admission that the official exchange rate was 
artificially too low and could have significantly resulted in over-
compensation of depositors. Equally, the use of the parallel 
and, therefore, illegal, exchange rate was flawed as 
Government chose a convenient rate that whittled down its 
compensation burden, the very reason why only a paltry 
US$20 million was set aside for the whole de-monetisation 
exercise. It is difficult to accept that the whole economy had 
only the equivalent of less than US$20 million as of 31 
December in 2008 in the banking sector. Had Government 
used the official exchange rate, its obligations would have 
been US$192 quadrillion, which figure does not pass the 
barest test of common sense.  
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1140. A rate had to be used for the de-monetisation exercise and the 
choice of the UN rate can thus be viewed as symbolic in the quest 
to bring closure to the ZW$. Resultantly, pension funds and 
insurance companies’ deposits and investments in the banking 
industry were demonetized at a rate that, in all fairness, was not a 
fair reflection of the appropriate value.   
 
Absence of Financial Sector Development Plan 

 
1141. The soundness and stability of the financial services sector is very 

important to provide the appropriate foundation upon which the 
economy thrives. Therefore, in consideration of the size and depth 
of the sector in Zimbabwe, Government should have an explicit 
and deliberate interest to develop the sector through a Financial 
Sector Development Plan. The absence of such a Plan resulted in 
the financial services sector being overlooked during the 
conversion period, with banks, insurance companies, pension 
funds and all other players having to carry the burden of 
conversion without collective policy guidance. Instead, the 
economic blue-prints, such as STERP and Medium Term Plan that 
came into existence immediately after dollarisation, focused more 
on broad macro-economic objectives and did not provide policy 
clarity and direction with regard to the financial sector.  

 
1142. The national policy, fragmented efforts by the different regulators 

in the financial services sector during and after conversion resulted 
in disenfranchising of policyholders and pension fund members, 
with no official reference point to address actual and perceived 
prejudice. As such, all policyholders and pension fund members 
that felt that they had suffered prejudice had limited recourse, more 
so when considering the fact that the majority were average 
Zimbabwe people of limited means, with no financial muscle to 
take the institutions to court. 

 
Absence of Standards of Actuarial Practice (SAPS) and Advisory 
Practice Notes (APNS) 

 
1143. The absence of Standards of Actuarial Practice and Advisory 

Practice Notes for actuaries practising in Zimbabwe has been 
identified as one of the major causes for loss of value. During the 
conversion period, the Actuarial Society of Zimbabwe, in 
conjunction with IPEC, did not issue any specific guidance and 
standards for treating assets and liabilities in the industry. In the 
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absence of such binding SAPs and APNs, the conversion of 
policyholder and pension fund member entitlements was left to 
varied interpretations by each actuary.  

 
1144. Unfortunately, the whole pensions and insurance industry had 

different standards, further complicating recourse to fair treatment 
of policyholders and pension fund members that had complaints 
relating to how their policies or pension funds had been converted. 
Furthermore, the absence of standards absolved the actuaries 
from professional disclosure and justification of the conversion 
methods, when in fact, when considering the importance of such 
an exercise, it ought to have been mandatory for each and every 
fund and insurance company and to publicise disclose its basis for 
conversion.  

 
1145. Therefore, in the context of evaluating factors that could have 

caused prejudice, the absence of this guidance resulted in varied 
calculations of policyholder and pension fund member entitlements 
from one pension fund or insurance company to another. 
Resultantly, benefits for policyholders and pension fund members 
in the same industry ended up being calculated using different 
methods and assumptions, which aspect would have prejudiced 
some and benefited others. 

 
1146. It is, therefore, recommended that IPEC works with the Actuarial 

Society of Zimbabwe to come up with SAPs and APNs. These 
guidelines will work towards standardising solvency valuation 
methods, bonus valuations and reserving, as well as, transferring 
assets from policyholder funds to shareholder funds, among 
others. Furthermore, issues of professional conduct and 
disciplinary procedures are central to the actuarial profession and, 
as such, these standards and notes will provide the guidelines to 
deal with these issues. 

 
Governance Practices at IPEC 
 
1147. The governance practices at IPEC, as the Regulator of the 

pensions and insurance industry, played a significant role before, 
during and after conversion in explaining prejudice to 
policyholders. In the overall, the Commission is of the view that the 
absence of effective and proactive governance and leadership 
practices at IPEC was one of the major causes of loss of value, as 
the industry did not get regulatory guidance.  
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1148. Consequently, the hundreds of thousands of policyholders and 

pension fund members in the market were left at the mercy of 
individual entities that had to develop their own determination of 
benefits and interpretation of agreements, in the absence of 
regulatory directives. The next sections will evaluate the various 
aspects of governance practices at IPEC that had a material 
impact on loss of value to policyholders and pension fund 
members. 

 
Operational Independence of IPEC Board 

 
1149. The operational independence of a supervisor or regulator from 

undue political and industry influence is critical for ensuring 
objective decision-making, accountability and transparency. The 
assessment of IPEC revealed that the Board was not operationally 
independent during the period 2006 to 2016 owing to conflicted 
Board appointments.  

 
1150. The Board was composed of market players who included Mr. E. 

Mushayakarara, then Managing Director of ZB Holdings, which 
owned a life insurance company (ZB Life Assurance), Mr. R. 
Muirimi, shareholder and Managing Director of Comarton 
Consultants (Pvt) Ltd, which is a licensed fund administrator and 
insurance broker, and Mr. D. Hoto, a practising actuary in a firm 
called Quantum Actuaries, as well as the Managing Director of 
Altfin Insurance, among other IPEC licensees during the period 
under review. This has, over the years, weakened IPEC’s 
supervisory oversight function as manifested by the absence of a 
robust corporate governance framework for the supervisor itself 
and market players.  

 
1151. The current Board of IPEC is still conflicted owing to the presence 

of the Secretary for Finance as an ex officio Board member. The 
conflict of interest is due to the fact that IPEC is accountable to 
Government through the Ministry of Finance. In terms of section 
71 of the Insurance Act [Chapter 24:07], and section 31 of the 
Pension and Provident Funds Act [Chapter 24:09], appeals against 
decisions of the Regulator are handled by the Minister of Finance. 
Considering that the Secretary for Finance is the technical advisor 
to the Minister, and at the same time is also sitting on the Board of 
IPEC, he becomes conflicted in advising the Minister on decisions 
where he was involved.  
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1152. While it is the prerogative of a shareholder to have its interests 

represented in the entity where it has a significant shareholding, 
the Commission finds it problematic to have Ministry of Finance 
officials sitting on Boards of licensed entities, as is the current case 
with Zimre and Fidelity Life Assurance. Challenges relating to 
regulatory forbearance can easily crop up owing to the perceived 
political connection to Ministry.   

 
Quality of Board Structure 

 
1153. Board effectiveness is premised on having an appropriate mix of 

individuals, skills and expertise to ensure adequate oversight. 
Considering the complexity and importance of the insurance and 
pensions industry, the skill-mix should be as diverse as possible, 
encompassing such areas as legal, accounting, economics, 
actuarial, ICT, investment and risk-management, among others. 
Such a skills-mix facilitates objective, efficient and effective 
supervisory oversight of regulated entities, in order to meet the 
objectives of regulation and supervision. 

 
1154. A review of the composition and skills-mix of the IPEC Board for 

the period 2006 to 2013 showed that there were five Board 
members, two of whom were the IPEC Commissioner (CEO) and 
the Secretary for Finance. These two are ex officio members in 
accordance with section 5(2)(a) of the Insurance and Pensions 
Commission Act. This gives a total of three voting Board members, 
which presented challenges of the quorum for meetings. For 
instance, on 20 September 2009, two Board members, namely Mr. 
Mushayakarara (the Chairman) and Mrs. Mpofu (the IPEC 
Commissioner), constituted a quorum at a Finance Committee 
meeting.  

 
1155. The number is inadequate to ensure proper skills-mix and 

composition of Board committees. This explains why the institution 
had only two committees, namely the Finance Committee and the 
Remuneration Committee, which were administratively focused. 
For ten years, since its inception, IPEC has not had key 
Committees for the core mandate of regulation, which includes 
licensing, supervision and enforcement; market conduct, ICT and 
risk-management.  
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Performance Assessment 
 
1156. Insurance core principles require that a supervisor should conduct 

on-going self-assessment against strategic goals. Such goals 
should be enshrined in the Strategic Plan and targets, as set out 
in an annual work plan, to ensure effective discharge of its 
supervisory mandate. Furthermore, the assessment should also 
consider bench-marking with the respective industry standards 
and developments in the macro-economic environment, regional 
and global economy.  

 
1157. The Commission established that during the period 2006 to 2013, 

IPEC operated without a Strategic Plan, an issue acknowledged in 
its 2015-18 Strategic Plan. This, therefore, implies that the 
organisation operated for so long without a compass to guide the 
direction of the institution and the industry. This is evident in a 
number of shortcomings outlined in this Chapter depicting failures 
of regulation. In terms of self-assessment, IPEC reported that it 
had no framework for performance measurement, despite the 
requirement that all parastatals use a Results-based Management 
framework.  It was also clear that there was no culture of self-
assessment within IPEC, which undermines regulatory efficiency 
and effectiveness. 

 
Capacity Limitations 

 
1158. In view of the complexity and ever-changing context of the 

insurance and pensions industry, it is imperative that the Regulator 
possesses adequate technical capacity at management level, in 
order to execute satisfactorily its core supervisory function. In this 
regard, a diverse range of functional units and skills are critical to 
promote sound risk-management, compliance and fair treatment 
of policyholders and contributors.   

 
1159. In terms of functional areas, IPEC did not have key functionaries 

such as internal audit, corporate governance compliance, legal, IT, 
supervisory accounting and actuarial since its inception more than 
a decade ago. Currently, there are two core departments, namely 
Prudential Supervision and Risk-management. According to 
IPEC’s submissions, the roles and responsibilities of these 
departments are not clear, and at times overlap, which impacted 
adversely on the effectiveness of regulation.  
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1160. With respect to individual skills-mix, there are serious capacity 
gaps in terms of qualifications. For instance, the absence of an 
actuary undermines IPEC’s capacity to provide regulatory 
guidance on acceptable valuation methods and practices, as well 
as analysis of statutory actuarial reports that are filed with the 
Regulator. Although IPEC had an employee with a Bachelor of 
Commerce Honours, who was an Actuarial Science NUST 
graduate and was also studying towards a professional actuarial 
qualification, he lacked depth and experience to guide and 
regulate the industry on actuarial matters.  

 
1161. In addition, the Regulator has not had an in-house legal counsel 

since its inception, with the function being outsourced to 
independent law firms. Considering the significance of a legal 
function in the interpretation of laws and enforcing compliance, the 
need to have a full-time legal resource cannot be over-
emphasized. The absence of the legal function witnessed the 
Regulator’s failure to spearhead the amendment of archaic 
legislation and to enforce the provisions of the relevant legislation.  

 
1162. IPEC has operated for more than ten years without an experienced 

accountant in its supervision department. Furthermore, the 
accounting function in the Administration Department was being 
executed by persons without the appropriate skills. A case in point 
was the Finance Manager, who did not possess a finance 
qualification.  

 
1163. The non-existence of appropriate skills was also evident in the, 

Head of Risk-management, who possessed only a BSc Honours 
in Economics. This could have explained why there was no risk-
management guidelines, models and frameworks for licensees. 
Other skills gaps were in the areas of internal auditing, and 
information communication technology. The absence of an IT 
specialist and an IT supervisory system resulted in IPEC relying 
on a manual records-management system.   

 
1164. Although IPEC staff had received training in Risk-management, 

Risk Based Supervision, Actuarial Techniques, Micro-insurance, 
Rural Finance, Taxation, IFRS refresher courses, Client 
Relationship short courses, Anti-Money Laundering and Counter-
terrorism courses or workshops, there was no evidence on the 
ground of action learning. 
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1165. According to IPEC, the main reason behind human resources 
capacity limitations was financial. The organisation was funded 
through Government grants during its inception stage. As at 
December 2016, the Regulator was funded through market levies. 
IPEC also revealed that it did not have adequate resources to hire 
all the necessary expertise and skills and staff numbers it would 
require, due to resource constraints. As a result of human resource 
limitations, IPEC also indicated that it faced limitations in its 
supervisory responsibilities. Tellingly, IPEC also conceded that 
due to capacity limitations, industry supervision had been 
predominantly reactionary.  

 
1166. However, the Commission is of the view that IPEC used the 

excuse of resource limitations to cover its incompetence. There 
were a number of regulatory measures that should have been 
implemented without any financial resources. Furthermore, IPEC 
had been having budget surpluses and building reserves for the 
whole post-dollarisation period. Moreover, its staff complement of 
18 people was large enough to make an impact on the regulatory 
scene.   

 
1167. The other excuse given by IPEC is that its office space could not 

permit it to recruit additional staff. This had no merit since IPEC 
could have secured additional premises in line with the increasing 
demand for space. Considering the critical importance of the 
Pension and Insurance Industry in the economy, and the need for 
robust supervision, this excuse is lame, prejudicial to policyholders 
and reflects poor judgement and management ineptitude at IPEC. 
Furthermore, the fact that IPEC was not a member of IOPS and 
IAIS negatively impacted on its capacity building and exposure to 
continuously changing regulatory developments.  

 
1168. All these capacity deficiencies explain why IPEC approved a 

number of poor insurance under-writing models that suffered the 
fate of product terminations and changed terms of existing 
contractual terms, as well as made products fully paid-up at the 
instigation of the insurer and set premiums for the sake of beating 
competition (cash-flow underwriting).  

 
1169. Resultantly, policyholder funds were used to capitalise businesses 

of insurers which witnessed the formation of group structures 
predominantly owned by shareholders of insurance companies. 
Holding companies of insurance companies purported to be 
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supporting their subsidiary insurance companies when in actual 
fact they were siphoning policyholders’ resources. For instance, 
First Mutual had a policy of deducting 5% commission on every 
premium to the holding company. The fees payable to the holding 
company were not linked to the performance of the insurance 
subsidiary. Another example is that of the Construction Industry 
Pension Fund, where sponsoring employers charged 10% 
commission for administering contributions to the Fund. Such 
arrangements erode accumulation values of pensioners. It is the 
obligation of an employer to deduct contributions rather than being 
paid a commission for doing a statutory duty. 

 
1170. IPEC should, therefore, be empowered to demand or request 

service level agreements of asset managers, actuaries, auditors 
and administrators of insurance companies and pension funds. 
Holistically, IPEC should be empowered to receive systems 
reviews from auditors. This is meant to address conflicts of interest 
in some expenses incurred by service providers in order to protect 
value of insurance companies and pension funds 

 
Financial Structure 

 
1171. This covers the structure of funds that were run by insurance 

companies’ such as the Old Mutual Main Fund or Unit-linked Fund. 
The Regulator should be empowered to make sure that the 
interests of stakeholders are protected through assessing the 
financial structure of the company, including the sharing of profits 
and expenses.  

 
Assessment of IPEC’s Supervisory Framework  

 
1172. A robust and proactive regulatory regime is crucial for the stability 

and development of the insurance and pension industry. The 
objectives of regulation include (i) maintaining orderly markets (ii) 
treating customers fairly and (iii) ensuring growth of the industry. 
Cognisant of these objectives, the Commission assessed the 
supervisory regime of IPEC with respect to risk-based supervision, 
group-wide supervision and cross-border co-operation, AML/CFT 
supervision and the troubled institution resolution framework, 
among others. 
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Risk-Based Supervision 
 
1173. An integrated risk-based system of supervision that uses both off-

site monitoring and on-site inspections is central to effective 
regulation and supervision of licensed entities in the insurance and 
pension industry. However, to the dismay of the Commission, 
IPEC admitted that it was yet to develop and adopt a risk-based 
supervisory framework, and that it would have fully adopted the 
risk-based supervision framework within a period of 2 years (by 
2018). As a result, the industry has operated without a risk-
management framework from the Regulator, making it difficult to 
identify, monitor and manage risks in the industry.  

 
1174. IPEC’s admission that on-site inspections were conducted on 

entities that had been observed to be experiencing challenges of 
regulatory concern renders prudential supervision re-active. As a 
result, most market players were not conducting proper risk 
assessment and management. A few players that conducted the 
risk assessment had different understanding of what risk-
management entailed. 

 
Resolution of Troubled Institutions 

 
1175. The existence of a comprehensive troubled institutions resolution 

framework is an integral component for effective supervisory 
corrective action, orderly exits from markets and policyholder 
protection. For these reasons, legislation should define a range of 
options for the exit of licensees from the market and provide the 
criteria and procedure for dealing with insolvent entities, with 
priority being given to the protection of the rights and entitlements 
of policyholders. Therefore, the ability of the Regulator to take 
preventive and corrective measures that are timely, suitable and 
necessary to achieve the objectives of insurance supervision is at 
the core of effective supervision.  

 
1176. IPEC cancelled a total of 78 licensees between 2010 and 2014, 70 

of which were cancelled in 2010. Worryingly, IPEC confessed not 
having a record of what happened to the assets and liabilities of 
62 institutions whose licences were cancelled.  

 
1177. It is, therefore, an indictment of IPEC’s regulatory oversight that it 

should cancel such a large number of licensees without due regard 
to policyholder rights and entitlements. In the absence of an 
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enforcement pyramid, IPEC regarded licence cancellation as the 
only available option for non-compliance. Moreover, cancellation 
of such a number of licensees reflected lack of proper due 
diligence and assessment of pension funds and insurers during the 
licensing stage.   

 
Treating Customers Fairly 

 
1178. It is a dictate of modern supervisory practice for the supervisor to 

set requirements for the conduct of the business of insurance in 
order to ensure customers are treated fairly, both before a contract 
is entered into and through to the point at which all obligations 
under the contract have been satisfied. 

 
1179. The Commission established that IPEC did not have a specific 

department or person who deals with market conduct issues, that 
is, fair treatment of customers, or an appeals handling procedure. 
In addition, public complaints against IPEC revealed that the 
institution did not help complainants in addressing complaints 
against licensees. IPEC received not less than 459 recorded 
policyholder complaints and 305 pension contributors’ complaints 
during the period 2006 to 2015.  

 
1180. Furthermore, the Commission’s interactions with complainants 

revealed that the majority of members of the public were not aware 
of the existence of IPEC and its physical location, roles and 
responsibilities. Most of the complaints were related to unfair 
treatment by insurance and pension service providers, through 
changing conditions of contracts during their lives, as well as low 
benefits, among other unfair practices.  

 
1181. The World Bank’s 2015 Consumer Protection and Financial 

Literacy Report on Zimbabwe also noted that market conduct 
regulation was weak, not only in the insurance and pension 
industry, but also in the financial services sector as a whole. The 
need to separate prudential supervision from market conduct was 
highly emphasized. The World Bank study also highlighted 
weaknesses with respect to consumer education and activism on 
financial sector matters. In line with this observation, the 
Commission established that, in the absence of an Insurance and 
Pension Ombudsman, there has been a proliferation of 
organisations purporting to represent interests of policyholders 
and pensioners. Unfortunately, the majority of these have been 
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exploitative, as indicated through public complaints, thus 
worsening the plight of the very people whose interests they 
purport to represent.  

 
1182. The Commission also noted that there were a number of 

institutions that were operating illegally, especially funeral 
assurers, who had the potential of prejudicing members of the 
public. With IPEC indicating that it does not conduct on-site 
supervision except in cases of suspected wrong-doings, the 
unlicensed players in the industry capitalised on this supervisory 
lax to run businesses undetected. Currently, on-site inspections 
are conducted on entities that have been observed to be 
experiencing challenges of regulatory concern. The concerns were 
detected through off-site surveillance. 

 
Capital Adequacy Determination 

 
1183. IPEC determines the capital level of each licensee as the excess 

of assets over liabilities. The problem with this approach is that it 
is not risk-based and does not take into account qualifying assets 
or define, at a minimum, liabilities that should be taken account of 
in determining capital. Without attending to the foregoing issues, 
the capital for the insurance company may not be able to perform 
its role in providing a cushion against potential losses on a risk 
sensitive basis.  

 
1184. Pending the development of a risk-based capital regime to address 

the above mentioned weaknesses, IPEC was in the process of 
developing guidelines for the determination of capital. These 
guidelines would take into account qualifying assets, as well as the 
liabilities which should be provided for, at a minimum. This position 
was promulgated through Circular 1 of 2014, which became 
effective on 1 January 2016. In order for this definition of capital to 
have more legal enforceability and weight, IPEC converted the 
Circular into a statutory instrument, the draft of which was still 
under consideration by the Ministry of Finance and Economic 
Development.  

 
1185. In the case of brokers, there was an additional requirement of 

professional indemnity cover, with a limit of liability of $200,000, 
which was used as a fall back if policyholders suffer a loss as a 
result of advice rendered by the broker. However, the draft risk-
based capital determination framework did not include an aspect 
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of group-wide capital adequacy assessment, a key regulatory 
requirement in the insurance industry, which had a lot of insurance 
conglomerates. The regulatory capital requirements should be 
robust enough to establish solvency control levels that are 
appropriate in the context of the approach to group-wide capital 
adequacy that is applied. 

 
Corporate Governance Framework for IPEC Licensees 

 
1186. Effective supervision of the financial services industry, and the 

insurance sector in particular, requires that IPEC be vested with 
power to require the insurer or any of its licensees to demonstrate 
the adequacy and effectiveness of its corporate governance 
framework. As part of its overall corporate governance framework, 
an insurer, pension fund or other intermediary should have 
effective systems of risk-management, compliance, actuarial 
matters and internal audit. The risk-management policy, which 
includes an explicit asset-liability management (ALM) policy, 
should clearly specify the nature, role and extent of ALM activities 
and their relationship with product development, pricing functions 
and investment management. 

 
1187. Good corporate governance systems are intended to ensure that 

licensees have a sound corporate or group structure and 
governance framework that does not hinder effective supervision. 
In addition, good corporate governance ensures that institutions 
are run in a transparent and effective manner, with a view to 
striking a balance among the interests of various stakeholders, 
such as shareholders, management, policyholders and pension 
contributors.   

 
1188. An assessment of the legislation governing the insurance and 

pension industry revealed some strategic deficiencies in this 
regard. For instance, both the Insurance Act and the Pension and 
Provident Funds Act provide for a minimum Board membership of 
three people, a figure too low to allow for proper governance 
practices, including the setting up of properly constituted 
committees.  

 
1189. In addition, the Acts do not provide for fiduciary duties of directors, 

which exposes policyholders.  There are also legislative gaps with 
respect to the supervisor’s powers to conduct a fitness and probity 
test of key persons, such as shareholders, Board members and 
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senior management. The fitness and probity test is essential for 
ensuring that shareholders, Board members and senior 
management are suitable to fulfil their respective roles.  

 
1190. The Commission established that IPEC had not issued a 

comprehensive corporate governance framework to the industry 
during its ten years of existence. This left players to come up with 
their own corporate governance structures and practices, which 
impacted negatively on the interests of policyholders, pension 
contributors and retirees.  

 
1191. The defect in not having a robust and enforceable corporate 

governance framework is well articulated under the section on 
governance systems in IPEC licensees. These include few Board 
members of three people just to comply with the statutory 
minimum, poor skills-mix, conflicted Boards, multiple Board 
membership (cross directorships) and absence of separation of 
shareholding, directorship and management. 
 
Poor Record-keeping and Lack of ICT Supervision 

 
1192. IPEC had no robust supervisory ICT system to receive, store and 

analyse and preserve returns from the industry, as well as general 
surveillance of the regulated institutions. It relied on a manual 
record registry system for records maintenance, management and 
data preservation. Considering the voluminous nature of returns 
from the industry, and the need for continuous monitoring and 
analysis of industry performance, the supervisory capacity of IPEC 
was limited in this regard. This was further compounded by the 
absence of an ICT strategy as part of the overall strategic plan.   

 
1193. In addition, IPEC did not supervise the ICT systems and records 

management systems of the licensees. Resultantly, this led to a 
serious problem of poor record-keeping among insurance 
companies and pension funds, an aspect which has an adverse 
impact on the delivery of benefits to policyholders and pension 
contributors. It should be noted that the majority of investigated 
institutions failed to produce critical records necessary for 
determining policyholders’ and pension contributors’ benefits for a 
period of 19 years from 1996 to 2015. Such records included 
financial statements, actuarial reports, annual reports, policyholder 
membership data, records of contributions and investments made 
and investment returns for each class of investments.  
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1194. Old Mutual, which is the biggest life insurer and a subsidiary of a 

listed company, failed to provide values of insurance and pension 
business’ total assets and liabilities for the period 1996 to 2000 and 
pension contributions, shareholder equity, dividends and capital 
injected by shareholders during the period 1998 to 2000. 

 
1195. First Mutual, which is the second largest life insurer, could not 

provide a breakdown of assets owned by the company during the 
period 1996 to 2002 and respective investment returns for the 
period 1996 to 2008. Comarton Consultants could not provide 
financial and actuarial records for the period 1996 to 2006, citing 
challenges in collating hardcopy records.  

 
1196. The Commission also discovered that most funeral assurance 

companies had very poor record-keeping systems as reflected by 
their failure to provide the number of contributors, benefits paid and 
investment records. A case in point is Doves Funeral, which could 
not provide values of property investments for the period 1996 to 
2015.  

 
1197. The Commission failed to complete its mandate within the initially 

allocated 9 to 12 months period owing to the industry’s failure to 
provide financial and actuarial records in the period December 
2015 to August 2016. This period was long enough for the industry 
players to provide the required information if they had proper 
record-keeping and preservation practices. Whilst most of the 
institutions claimed to have a robust ICT system, which costed a 
lot of money, this was not evident owing to their failure to provide 
basic data that insurance companies or pension funds ought to 
have had in place. 

 
1198. In addition, the Commission subpoenaed each and every life 

insurance company and pension fund administrator in July or 
August 2016 to provide the required data but some of the 
institutions still failed to provide data which they had promised 
under oath to avail. This finding corroborates with the complaints 
raised by members of the public during the public hearings that 
some of them failed to access their benefit entitlement owing to 
absence of their names and contribution records in the records of 
their respective service provider. 
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1199. Lack of data was also witnessed at NSSA which failed to provide 
values of each property investment during the period 1996 to 2015 
and a breakdown of investment returns. Furthermore, NSSA 
acknowledged that it did not maintain records of each member’s 
contributions. The list of poor record-keeping examples goes on 
and on, thereby reflecting the serious data maintenance and 
integrity challenges. This is despite the fact that life insurance and 
pension businesses are of a long-term nature and require robust 
record-keeping systems. 

 
Anti-Money Laundering and Combating Financing of Terrorism 
(AML/CFT) Supervision 

 
1200. It is a requirement for effective supervision that IPEC should take 

measures to combat money laundering and combat financing of 
terrorism in the insurance sector. This includes having a thorough 
and comprehensive understanding of the Money Laundering and 
Terrorism Financing (ML/FT) risks to which insurers and 
intermediaries are exposed, and using available information to 
assess the ML/FT risks to the insurance sector on a regular basis. 

 
1201. In terms of the Money Laundering and Proceeds of Crime Act 

(Chapter 9:24), IPEC is a designated AML/CFT competent 
authority for the Insurance and Pension Industry. The Regulator is 
mandated with the responsibility of ensuring compliance of the 
industry in terms of the implementation of the AML/CFT standards. 
Considering that IPEC does not conduct effective on-site 
prudential supervision on an on-going basis, and has not yet fully 
adopted a risk-based approach to supervision, the Regulator does 
not have the capacity to conduct AML/CFT supervision. This 
exposes the sector to money laundering through injections and 
cleaning of dirty money by shareholders and policyholders through 
life policies. The development of an effective AML/CFT 
supervisory capacity at IPEC is essential. 

 
1202. In terms of AML/CFT risk assessment, IPEC was part of a National 

Task Force on ML/TF National Risk Assessment conducted during 
the period May 2014 to June 2015. There is need for IPEC to do 
AML/CFT sector’s risk assessment on an on-going basis, in order 
to ensure AML/CFT risk-based supervision and combative efforts 
and to ensure the integrity of the insurance industry from illicit 
dealings. 
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Macro-prudential Surveillance and Supervision 
 
1203. In terms of insurance core principles, IPEC should identify, monitor 

and analyse market and financial developments, as well as 
environmental factors, that may impact on insurers and insurance 
markets, in order to use this information in the supervision of 
individual insurers. Such tasks should, where appropriate, utilise 
information from, and insights gained by, other national authorities. 
The Commission established that there was no evidence that IPEC 
conducted macro-prudential surveillance and supervision 
considering that it was yet to commence prudential supervision. 
 

1204. The Commission found that the supervisor is still using a rule-
based supervisory approach with very few and reactionary on-site 
supervision being conducted on suspected wrong-doing. The 
annual and quarterly reports produced by IPEC also reveal huge 
gaps in this regard. This was evidenced by a lack of qualitative 
explanations as to why the industry was performing in a certain 
trajectory as indicated by the tabular presentations that are a 
common feature of the Regulator’s reports.  

 
Public Disclosure 

 
1205. Timely and on-going disclosure of relevant, comprehensive and 

adequate information relating to policyholders, pension 
contributors, market participants and other stakeholders is critical 
for enhancing accountability and transparency in the industry. In 
addition, it also provides a clear view of their insurance and 
pension business’ activities, performance and financial position. 
This enhances market discipline and understanding of the risks to 
which an insurer is exposed and the manner in which those risks 
are managed. 

 
1206. The Commission assessed disclosure requirements and practices 

at the supervisory and regulated entity level. The assessment of 
IPEC’s annual reports points to very thin disclosure on the 
activities and key regulatory actions taken, as well as the lack of 
explanations on the industry’s performance. The format of the 
reports changed from one year to the other, which made it difficult 
for the Commission to establish the industry trends over the 
investigation period of 1996 to 2016. 
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1207. When compared to reports that were produced by the then 
Registrar of Pension and Provident Funds and the Commissioner 
of Insurance prior to IPEC’s establishment, the previous reports 
were very informative in terms of benefits payable by the sector, 
expenses incurred, investments and investment returns, as well as 
membership data. In this regard, enhanced disclosure by IPEC is 
being underscored. This can be achieved through publication of 
the annual reports in all nationally read newspapers. 

 
1208. With regard to disclosures by licensed entities, the Commission 

established that there is no regulatory requirement for public 
disclosure of business activities, performance and financial 
position of insurance companies, pension funds, brokers and 
administrators, among other intermediaries. While there is a 
requirement for IPEC licensees to file returns and financial 
statements, there is no requirement for non-listed companies to 
publish, any returns or financial statements. 

 
1209. From the complaints received from members of the public at the 

Commission’s public hearings, it was established that a number of 
institutions have been, and were still, processing benefit 
entitlement, without providing benefit statements to members. 
Without such statements, members could not establish how the 
benefits were computed. This had serious impact on the fair 
treatment of customers 

 
1210. In addition, it was observed that the financial statements and 

actuarial reports that were produced by insurance companies, 
brokers, administrators and pension funds were not standardized 
and lacked depth. For instance, the financial statements concealed 
critical information on administration expenses. The actuarial 
reports produced by the industry during the investigation period of 
1996 to 2014 were not comparable, depending on which actuary 
produced them. Furthermore, they lacked detail on assumptions 
made and valuation methods used. 

 
1211. In this regard, the Commission concluded that there was very little 

disclosure by insurance and pension service providers. The 
statutory returns filed did not enhance market discipline and 
understanding of the risks to which an insurer or pension service 
provider is exposed. As such, IPEC should adopt best practice of 
defining the scope, content and procedures and guidelines for 
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financial and actuarial reporting. This will enhance comparability of 
institutions in the same line of business over a series of reports. 
 
IPEC’s Code of Conduct 

 
1212. The maintenance of integrity, management of conflicts of interests 

and observance of highest professional standards by staff of a 
supervisory agent is fundamental to the development of the 
insurance and pension industry, as well as, the protection of 
policyholders and pension contributors. The Commission 
discovered that IPEC did not have a code of conduct or code of 
ethics for its staff, including rules on receipt of gifts, hospitality and 
claiming of expenses, only hinting that this was work in progress.  

 
1213. With regard to management of potential conflicts of interests 

affecting supervisory management or staff, such as obligations to 
step aside from the decision-making process where there was a 
conflict and indemnity from civil prosecution, IPEC stated that there 
was nothing formal in place, also suggesting that this was work in 
progress. 

 
Governance Practices in IPEC Licensees 
 
1214. In the absence of good corporate governance requirements in the 

primary legislation governing insurance and pension businesses 
or a robust regulatory framework, the sector has a number of 
corporate governance ills as discussed in the following sections. 

 
Board Meetings, Compositions, Committees and Skills-Mixes 

 
1215. The composition and mix of skills of a Board of Directors are 

important aspects to ensure the existence of sufficient depth and 
expertise in executing the roles expected in the proper running of 
an organisation. In its inquiry, the Commission noted worrying 
corporate governance practices as a result of lack of guidance 
from IPEC on a suitable Board composition and skills-mix. This 
resulted in industry players coming up with various structures that 
have the potential to compromise the proper and effective 
management of the institution.  

 
1216. The failure by IPEC to provide adequate guidance on corporate 

governance to the industry has resulted in shocking practices that 
have largely seen policyholders being prejudiced. Where the 
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Board members were few, this created problems in constituting 
committees and ensuring good skills-mix. As a result, the interests 
of policyholders were greatly compromised. Institutions such as 
Heritage and Sunset have operated without any committee of the 
Board, a serious deficiency in corporate governance and, indeed, 
an indictment on IPEC’s supervisory role. The Table below shows 
the inadequacies of poorly constituted Boards:- 
 
Name of Company No. of Board 

members 
No. of Board 
committees 

First Funeral Assurance 4 3 
Heritage Life Assurance 4 0 
Sunset Funeral Assurance 5 0 
Ruvimbo Funeral Assurance 4 3 

Source: Submissions by the Industry  
 
1217. Vineyard Funeral had one Board, committee namely Audit, Risk 

and Compliance, whilst Doves had two committees, namely 
Human Resources and Audit, Risk and Finance. The Board 
Chairman of Sunset was not aware whether the institution was still 
in operation since the Board had last met in 2011. It was only after 
Sunset was subpoenaed to appear before the Commission that it 
held its first Board meeting on 20 August 2016, where the CEO 
chaired the meeting. This explains the institution’s failure to 
provide the Commission with key Board policy documents, such 
as Board Charter, minutes and operational manuals. 

 
1218. Regular Board meetings ensure the discharge of proper on-going 

oversight functionality. The Commission discovered instances of 
infrequent Board meetings, casting serious doubts on the 
adequacy of the oversight function at the institutions. Vineyard 
Funeral’s Board, for instance had two meetings apiece in 2008 and 
2009. First Funeral Assurance’s Board met twice in 2008 and only 
once in 2009. The Heritage Board met only twice in 2009 and at 
its meeting on 16 July 2009, there was no quorum, as only one 
non-executive member was present, and yet the meeting 
proceeded. 

 
Conflicted Board Appointments  

 
1219. Managing conflicts of interest is an integral part of good corporate 

governance. The Commission’s assessment of the industry 
revealed that conflicts of interest is a major problem in the industry. 
For instance, the Managing Director of First Mutual Holdings is 
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also a practising actuary and runs Quantum Actuaries, which 
provides actuarial services to the industry. 

 
1220. An interesting case in point is that of Moonlight Funeral Assurance, 

whose shareholders are all Board members and also hold 
executive positions as is reflected in the Table below. This lack of 
separation of roles leads to poor governance and often results in 
prejudice to policyholders.  
 
Name Shareholding 

(%) 
Position Highest 

Qualification 
C. Makina 31 Group CEO Diploma  
T. Masunda 9 Marketing and 

Assurance Director 
Diploma  

C. Mungofa 4 Services Director Diploma 
A. Chimutanda 3 Human Resources 

Director 
Master’s Degree 

G. Nakhozwe 40 Executive 
Chairman 

O Level 

T. Mangundu 8 Underwriting 
Director 
(Deceased) 

N/A 

Source: Information submitted by Moonlight. 
 
1221. As shown in the Table above, all Moonlight shareholders are 

members of the Board of Directors and hold executive positions in 
the organisation, thus posing serious conflicts of interest. 
Effectively, there is no independent oversight of the company and 
all its subsidiaries have a majority of Board members who are also 
Board members of the holding company.  

 
1222. Furthermore, the above shareholders sit on the Boards of the 

company’s subsidiaries, namely, Marshfords Funeral Services, J. 
Davies Ltd, Moonlight South Africa and Executive Funeral 
Services.  

 
1223. In the case of Ruvimbo Funeral Assurance, as shown in the Table 

below, one of the major shareholders, Mr E. Gomba, is an 
executive director, and that presents a challenging conflict of 
interests in the running of the institution. 
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Ruvimbo Funeral Assurance Directors 
Name Shareholding 

(%) 
Position 

E. Gomba 40 Executive Director 
G. Majoni 40 Non-executive 
G. Chipunza 20 Non-executive 

 Source: Information Submitted by Ruvimbo. 
 
Mix of Independent and Non-independent Board Members and 
Cross-directorships 

 
1224. The mix of independent and non-independent directors is a very 

important element in managing potential conflicts and ensuring 
objectivity in the running of an institution. The Commission noted 
cases where non-independent and conflicted directors dominate 
the Board of an insurance company. A case in point is that of ZB 
Life Assurance, which had six Board members as at February 
2016, two of whom were executive, and another, Mr. Mutandagayi, 
was non-executive, but not independent as he was also the Chief 
Executive of ZB Financial Holdings. This, therefore, implied that 
only three Board members were independent. With such a 
configuration, it becomes difficult for the Board to effectively 
provide the required oversight role impartially.  

 
1225. In addition, the Chairman of the Board, Mr. Mandizvidza, was a 

director of ZB Bank and the Chief Executive Officer of the Local 
Authorities Pension Fund. As such, Mr. Mandizvidza had the 
potential to direct the LAPF’s banking business to ZB Bank and 
could influence that all insurance requirements of the Fund be with 
ZB Group-related entities.  

 
1226. It is odd that only two non-executive Directors constitute the Audit, 

Risk and Investments Committee, moreso when one of them (Mr. 
Mutandagayi) is conflicted. Similarly, the Marketing Committee is 
composed of two directors, the Managing Director of ZB Life, Mr. 
Chinembiri, and a non-executive director, Ms. Mercy Mkushi. The 
Remuneration Committee has three members, Mr. Mandizvidza, 
who chairs it, and two conflicted persons in Mr. Chinembiri, the 
Managing Director, and Mr. Mutandagayi. It was noted that the 
employer representatives on the ZB Life Staff Pension Fund were 
Mr. Mutandagayi and Ms. Mkushi.  
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1227. As highlighted in its Group audit report of November 2015, the 
Group Managing Director of Fidelity Life Assurance chaired the 
following subsidiaries: Fidelity Life Financial Services and 
Zimbabwe Actuarial Consultants, a development that falls short of 
the Zimbabwe Code on Corporate Governance. 
 
Risk-management and Internal Controls 

 
1228. On-going own-risk and solvency assessment are important 

aspects to bolster the adequacy of the internal risk-management, 
audit and compliance functions to safeguard the solvency position 
of the institution. 

 
1229.  The Commission noted with concern the absence of audit, 

compliance and risk-management in a number of players in the 
industry. Players such as Heritage, First Funeral and Moonlight did 
not have risk and audit committees of the Board. Zimpapers 
Pension Fund has operated without risk assessment and internal 
control assurance reports. FML, which is the second largest 
insurer after Old Mutual, with a market share of 10% in 2015, only 
adopted a risk-management policy in 2015. It also established a 
Board Corporate Governance Committee in 2014 at First Mutual 
Holdings Group level. 

 
1230. Given the absence of effective internal risk-management and audit 

functionality capable of providing the Board with independent 
assurance in respect of good governance, the institutions are 
incapacitated to ensure proper monitoring and management of the 
solvency of the institutions.  

 
Overbearing Influence from Executive Officers 

 
1231. By leaving too many investment decisions to management, without 

following agreed criteria and the necessary screening, this costs a 
company both financially and reputationally. The Commission 
established that the case of Fidelity Funeral Assurance, a 
subsidiary of Fidelity Life Assurance, as an example of activities of 
a subsidiary where the life company’s Board lacked oversight on 
management, resulting in the bleeding of the holding company. 
Worse still, Board members professed lack of awareness about 
the CEO’s contractual terms and key deliverables and, hence, the 
low ratings on Board performance appraisal of the CEO.   
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1232. Even amongst those insurers with proper structures in place, there 
were corporate governance challenges simmering below the 
surface. For instance, the Board Performance Evaluation Report 
of Fidelity Life Assurance of May 2015 indicated that, while the new 
Board Chairman, Mr. Tamayi, who was appointed in 2014, was 
seen as very independent, his predecessor was perceived to be 
weak and controlled by management.  

 
1233. Whilst good practices on corporate governance requires the Board 

to set and oversee the implementation of the business objectives 
and strategies, instances of management exerting overbearing 
influence on investment decisions, without the Board’s approval 
and oversight, was emphasized during the Board Performance 
Evaluation of Fidelity Life Assurance.  

 
Governance Practices at NSSA 
 

Political Interference  
 
1234. Evidence adduced by the Commission shows that there was a lot 

of political interference in the operations of NSSA. The vulnerability 
of NSSA to political interference was also reflected in its reporting 
structure to the Minister of Public Service, Labour and Social 
Welfare, with no prudential supervision. Political interference also 
manifested itself when NSSA made investments in Renaissance 
Merchant Bank, which was later renamed Capital Bank, amounting 
to around $47 million. The bank later collapsed in 2014, sinking 
with policyholders funds.  

 
1235. Whereas the NSSA Act provides that Board members are 

appointed for their ability and experience in administration or 
finance or their professional qualifications or suitability for 
appointment, section 6 requires that six members be appointed by 
the Minister from a panel of names submitted by organisations 
representing employers and employees, which members shall be 
appointed in equal numbers, and that three members are 
appointed by the Minister after consultation with employer and 
employee organisations.  

 
1236. This means that nine of the Board members can be appointed 

through political processes. In addition, with the multiplicity of 
politically aligned federations, this compounds the selection 
process. Furthermore, the Act does not use the ILO practice of 
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targeting the most representative employee body as is done in 
Kenya. Boards have also been associated with whosoever is the 
Minister. 

 
Legal Liability of the Members of the Board  
 

1237. The NSSA Act has no provisions which provides legal liability on 
Board members. However, the NSSA Board Charter has very clear 
and comprehensive provisions on the fiduciary duties of the 
directors, including the duty to observe social insurance laws, 
rulings and regulations, the duty of care, the duty of loyalty and the 
duty to avoid self-serving practices and conflicts of interests. 

 
1238. Despite this, the NECI (2011) Report and the Deloitte Forensic 

Audit Report point to serious derelictions of duty on the part of 
some NSSA directors over the years. 

 
Performance Standards for Management 

 
1239.  The NSSA Board charter deals with issues such as individual 

directors’ evaluation, Board performance review and executive 
performance review. While on paper this is the case, the reality is 
completely different. The NECI Report of 2011 and the forensic 
audit by Deloitte of 2014 suggest that NSSA is in a mess, with poor 
corporate governance practices abounding. The 2016 suspension 
and dismissal of the top NSSA executives for flagrant abuse of 
office is evidence of the position.  

 
1240. One of the weaknesses of NSSA mentioned in the Strategic Plan 

2014-18 relates to perceived weak compliance with internal 
controls. It is not surprising, therefore, that NSSA has been losing 
money in shoddy investments.  

 
Strategic Planning 

 
1241. According to the Strategic Plan, the NSSA Board positions risk 

governance as the cornerstone of ensuring sustainability and 
value addition to its stakeholders. The management of risk is 
considered by the Authority as one of the key functions of the 
Board. NSSA provided its Enterprise Risk-management Policy, 
although it is a first draft dated 17 January 2011.   
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1242. NSSA adopted risk-based auditing as an approach that directs 
internal audit to address strategic, operational and financial risks 
and sustainability issues, in order to deliver value to the Authority. 
The Chief Internal Auditor is required by the Board to provide an 
annual assessment of NSSA’s control environment. 

 
Internal and External Systems of Control  

 
1243. NSSA has an internal audit function and an Internal Audit Charter. 

It also has an Audit and Risk Committee in place. While the internal 
and external systems of control are in place, in practice, they seem 
to have failed dismally as evidenced by the corporate governance 
deficits. This is exacerbated by the absence of a prudential 
supervisor for NSSA. 

 
Investment Management  

 
1244. NSSA has an Investments, Finance and Procurement Committee.  

It also has an Investment Division, whose main goal is to safeguard 
and optimise returns on pension assets through a working, efficient 
and balanced investment portfolio. An Investment Policy is also in 
place. This notwithstanding, NSSA has made questionable 
investments, losing money in all failed banks. The NECI Report 
(2011) and the Deloitte forensic audit chronicle the litany of bad 
investments and poor corporate governance. 

 
Actuarial Function 

 
1245. NSSA does not have an in-house actuarial function. Whilst NSSA 

conducts actuarial evaluations at least every three years, the need 
for an in-house actuarial function cannot be over-emphasized. 
Having an internal actuarial function will enhance ease of 
implementation of actuarial measures to ensure the financial 
sustainability of each of the social security programmes 
established by the institution.  

 
Conflict of Interest 

 
1246. NSSA has a Board Charter, which outlines conflicts of interests for 

directors and officers and the requirement for disclosure. 
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Members’ Right to Information on Benefits 
 
1247. NSSA is expected to ensure that members are informed about the 

benefits due to them under the social security programmes. From 
the complaints received from members of the public at the  public 
hearings, NSSA did not submit to the public the following 
information relating to their benefits:-  

 
a) Why pension benefits were similar in spite of different years 

of contributions; 
b) Why all people who contributed for less than 10 years got an 

arbitrary full and final payment of US$25; 
c) Why there is a time limit of five years within which benefits 

should be claimed after which they will be forfeited; and  
d) Why the institution does not maintain contribution records of 

individual members.  
 
Information Communication Technology 

 
1248. The management of NSSA is expected to establish an information 

and communications system to provide accurate and up-to-date 
information to the stakeholders of the social security programme. 
The goal is to empower stakeholders with a full understanding of 
the programme and how it is being governed, to enable their 
effective participation. 

 
1249. The Commission established that NSSA has deficiencies in 

record-keeping as evidenced by the following:- 
 

a) failure to maintain contribution records of individuals; 
 

b) failure to maintain a breakdown of sources of investment 
return; and 
 

c) difficulties in providing information such as financial 
statements and asset valuation reports. 
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FAILURE OF LEGISLATION 
 
1250. The following sections present an analysis of failure of the 

legislation that governed the insurance and pension industry 
during the investigation period of 1996 to 2014. The analysis is in 
partial fulfilment of the requirements of ToR (xiii). The Commission 
analysed Acts, namely, the Insurance Act, the Pension and 
Provident Funds Act, the Insurance and Pensions Commission Act 
and the NSSA Act. 

 
Recommended Amendments to the Insurance Act (The Act) 
 

Section 2 – Definitions 
 
1251. It is recommended that the definition of insurance be amended so 

that it clearly includes all other commercial insurance schemes, 
including legal and medical aid. Legal aid is an emerging class of 
insurance which is largely unregulated. The definition of insurance 
should exclude those schemes which offer social insurance. 
Medical aid is a form of insurance which should ideally be 
regulated, as opposed to the current set up where medical aid 
societies are registered by the Ministry of Health and Child Care 
under the Medical Societies Act, and are not subjected to 
prudential supervision on an on-going basis.  

 
New Section - Objectives of the Act 

 
1252. It is a requirement of the Insurance Core Principles for a primary 

Act to have the objectives clearly defined. As such, it is 
recommended that a new section be inserted to specify the 
objectives of the Act as being the following:- 

 
a) to promote the maintenance of a fair, safe and stable 

insurance sector for the benefit and protection of 
policyholders; 

b) to maintain an orderly market and public confidence in the 
sector; 

c) to ensure the financial soundness of the insurance industry. 
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Section 4: Performance of Functions by the Commissioner 
 
1253. Throughout the Act, all regulatory powers are vested in the 

Commissioner and, in some instances, he or she must act in 
concurrence of the Minister.  

 
1254. Considering that the Insurance Act was promulgated before the 

establishment of IPEC, it becomes imperative to transfer 
regulatory powers from an individual office of the Commissioner, 
to IPEC, which is headed by the Board. In this regard, it is 
recommended that all references in the Act to the “Commissioner” 
be repealed and replaced reference to IPEC.  

 
1255. Furthermore, it is recommended that the section be repealed and 

replaced with a section setting out the following functions of the 
Commission:- 

 
a) licensing, supervising and regulating the following classes of 

insurance business:- 
 

i. life insurance business; 
ii. short-term general insurance business; 
iii. funeral insurance; 
iv. reinsurance; 
v. legal aid insurance; 
vi. medical aid insurance.  

 
b) licensing and regulating insurance brokers; 
c) establishing and monitoring solvency standards for the 

various classes of insurance business, using sound insurance 
principles and practices. 

 
Section 5 – Special Responsibilities of the Commissioner 

 
1256. It is recommended that the section be repealed because the 

transfer of functions of the Commissioner to IPEC. In addition, 
some of the special responsibilities of the Commissioner have 
been incorporated in the new section 4 referred to above.  
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Section 6 - Functions of the Commission 
 
1257. It is recommended that the section be repealed since the functions 

of the Commission have been incorporated in the new section 4 
referred to above. 

 
Section 7 – Insurers to be Registered 

 
1258. The maximum fine of level fourteen and or five years imprisonment 

for operating an unregistered institution, which is prescribed is not 
dissuasive enough for institutions that could abuse millions of 
dollars in public funds. It is, therefore, recommended that the 
section be amended to provide that the maximum penalty shall be 
prescribed by the Minister from time to time. This amended 
provision should be applicable to all the levels of sanctions or 
penalties for non-compliance with a provision of the Act. 

 
1259. It is further recommended that paragraph d (ii) of sub-section 2 

should be repealed because an insurer should not, under any 
circumstances, be permitted to underwrite new businesses after its 
licence has been cancelled. 

 
Section 8 – Persons Disqualified to be Registered as Insurers 

 

1260. Subsection 8 (2) limits disqualification of an insurer from 
registration if it does not have the prescribed amount of 
unencumbered capital. The over-reliance on capital alone, as the 
basis for disqualification, is inadequate considering other important 
factors that should be considered.  

 
1261. It is recommended that the section be amended to disqualify an 

insurer from registration if it does not meet all licensing 
requirements, other than capital, as may be prescribed from time 
to time. Such licensing requirements, which should be assessed 
on an on-going basis, should include the following:- 

 
a) fitness and probity test of shareholders, directors and key 

functionaries; 
 

b) existence of internal control frameworks such as risk-
management, legal, internal audit, compliance and IT, among 
others; 
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c) appointment of external auditors and statutory actuaries. 
 
1262. Subsection 8 (4) prohibits the licensing of an insurer who is not a 

corporate body registered in terms of the Companies Act and also 
provides discretionary powers to IPEC to licence other corporate 
structures that are not registered in terms of the Companies Act. 
These may include nominees and trusts. 

 
1263. In the spirit of ensuring transparency of these legal entities through 

identification of the respective ultimate beneficial owners, it is 
recommended that the discretionary powers given to the Regulator 
be repealed to enable the unveiling of the natural persons and 
ultimate beneficial owners of an insurer.  

 
1264. Furthermore, it is recommended that an insurer be prevented from  

knowingly - 
 

a) allotting or issuing any of its shares to, or register any of its 
shares in the name of, a person other than the intended 
beneficial shareholder; 
 

b) registering transfer of any of its shares to a person other than 
the intended beneficial shareholder, 
 
without the approval of IPEC 

 
1265. In the spirit of safeguarding the insurance industry from virtual 

insurance companies and brokers that have potential to prejudice 
policy-holders, it is recommended that a new subsection be 
inserted to disqualify an insurer from registration if it does not have 
a physical presence in Zimbabwe.  

 
1266. The Act does not empower IPEC to conduct fitness and probity 

tests of key appointments in an insurer or broker on an on-going 
basis. According to the Insurance Core Principles, IPEC should 
have such powers, including removing from office, persons that 
have become improper to continue in such position.  

 
1267. In this regard, it is recommended that subsections on the following 

issues be inserted:- 
 

a) IPEC may, by notice in writing, require an insurer or broker to 
terminate the appointment of a director, managing executive, 
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public officer, auditor or statutory actuary in its employment, if 
it considers that the person or entity concerned is not fit and 
proper to hold the office concerned; 

 
b) When IPEC intends to terminate an appointment, it must give 

notice to the insurer concerned and, unless it is impracticable 
to do so, to the person or firm concerned, of IPEC’s intention 
and the reasons therefor, and the person or firm concerned 
shall thereupon cease to perform the functions of the office 
concerned pending the final outcome of any action relating to 
the termination. 

 
c) When notice has been given to an insurer, that insurer and 

the person or firm concerned may appeal to the Appeals 
Board, whose establishment has been recommended, and 
any party shall have a right of appeal to the High Court against 
the decision of the Appeals Board as if it were a judgment of 
a lower court. 

 
Section 9 – Application for Registration as an Insurer 

 
1268. Subsection (3) requires the Commissioner to notify an applicant in 

writing that he proposes to reject the application for registration 
and of the reasons for doing so. It is recommended that the 
requirement to notify an intention to reject an application be 
repealed. However, the Regulator should still be obligated to 
communicate in writing the reasons for rejecting an application. 
The above recommended amendment also applies to subsection 
(4) and (5). 
 

1269. In addition, it is recommended that the section be amended to 
provide for its filing of appeals with an Appeals Board 
recommended under section 71 of the Act. The Appeals Board will 
change the current appeals process by replacing the Minister with 
the Board, after which a further appeal could be made to the High 
Court. 

 
Insert New Section on “Limitation of Certain Shareholding in an 
Insurer or Insurance Broker” 

 
1270. Concentrated shareholding in a few individuals allows 

shareholders to exercise inappropriate influence on an insurer or 
insurance broker, which may affect effective corporate 
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governance. The concentrated shareholding may lead to the 
following actions: 

 
a) misuse of shareholder status for personal gain at the expense 

of the institution; 
 

b) using status to undermine the independence of the Board and 
its committees, including appointment of shadow directors; 
 

c) imposing decisions that promote the interests of the 
shareholder at the expense of the institution. 

 
1271. In order to address challenges relating to concentrated 

shareholding, it is recommended that shareholding limits of 25 per 
centum be placed on individuals or legal persons investing in an 
insurer or insurance broker.  

 
Transitory Provision on Shareholding Limits 

 
1272. Considering that a number of insurance companies and insurance 

brokers have shareholding structures that are not in line with the 
recommended limits on shareholding, it is recommended that a 
five-year period be given for these institutions to comply with the 
new requirement. 

 
Insert New Section on “Acquisition of Significant Interest in an 
Insurer and or Broker” 

 
1273. In line with the above recommendation of placing shareholding 

restrictions, supervisory approval will be required for proposals to 
acquire an interest in an insurer or broker to ensure that person 
(legal or natural), directly or indirectly, alone or with an associate, 
does not acquire a significant interest that will empower that 
person to exercise control over the insurer or broker.  

 
1274. For the purposes of this section, significant interest means a 

percentage of:  
 

a) the share capital of the insurer or broker or a controlling 
company; or  
 

b) voting rights of members of the insurer or broker or controlling 
company; 
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which exceeds 5 per centum of the total share capital or voting 
rights of members, as the case may be, of the insurer, broker or 
controlling company.  

 
Insert New Section on “Removal of Shareholders and Reduction 
of Shareholding” 

 
1275. The Insurance Core Principles require IPEC to have power to 

conduct fitness and probity tests of shareholders to ensure that 
only players with integrity underwrite insurance business. 
Accordingly, it is recommended that a new section on the following 
issues be inserted:-  

 
If IPEC is satisfied that the retention of a particular shareholding 
by a particular shareholder will be prejudicial to the insurer or 
broker, the Commission may apply to the High Court for an order: 

 
a) compelling such shareholder to reduce, within a period 

determined by the Court, that shareholding to a shareholding 
not exceeding 25 per cent of- 

 
i. the total nominal value or number of all the issued shares 

of the insurer or broker; 
ii. all the shares in a specific class of shares issued by the 

insurer or broker; and 
 

b) limiting, with immediate effect, the voting rights that may be 
exercised by such shareholder by virtue of his, her or its 
shareholding to 25 per cent of the voting rights attached to all 
the issued shares of the insurer or broker 

 
Insert New Section on ‘Commencement of Business after 
Registration’ 

 
1276. It is recommended that a new section be inserted to oblige all 

newly registered entities (insurers and brokers) to commence 
business within 90 days, failure of which the Regulator will cancel 
the licence.  

 
1277. The main justification for this section is to ensure that an institution 

is fit to underwrite business immediately after registration. This will 
also address the challenge of seeking a licence for speculative 
purposes.  
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Section 13: Application of Registration of Society as an Insurer 
 
1278. In subsection (1), it is recommended that the prescribed 90 day 

period within which a society seeks registration after its formation 
be repealed. The effect of this provision is that a society is 
permitted to operate for three months without being registered.  

 
1279. In its current form, the section prescribes licensing requirements 

for a society irrespective of the class of insurance business the 
society will be underwriting. In light of the need to ensure universal 
licensing requirements among all legal persons, and for each class 
of business, it is recommended that paragraphs (a) to (d) be 
replaced by a provision that requires IPEC to prescribe the 
licensing requirements from time to time. 

 
1280. In line with the recommended amendments of section 9(3), the 

requirements for IPEC to inform an applicant that it intends to reject 
the application, should be repealed and replaced by a provision 
that requires the Regulator to give reasons for the rejection. In 
addition, subsection (5) should be aligned with the recommended 
review of the appeal process under section 71. 

 
Section 18: Composition of Board of Directors of a Society 

 
1281. Subsection (1) provides for a minimum of three and a maximum of 

eighteen Board members. It is recommended that the minimum 
number of Board members be increased to seven and the 
maximum be reduced to nine. Three Board members would make 
it difficult to convene Board committees which are required by a 
general corporate governance perspective, whilst the number of 
eighteen is too large. 

 
1282. Subsection (2) provides for notification of the appointment of 

Board members of a society. It is recommended that the Regulator 
be required to do a fitness and probity test before an appointment 
is made and subsequently on an on-going basis. 

 
1283. It is also recommended that a new subsection on the conduct of 

Board members be inserted as follows:- 
 

Every Board member of an insurer or society shall be required to: 
 

a) act in good faith, honestly and reasonably;  
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b) exercise due care and diligence;  

 
c) act in the best interests of the insurer and its policyholders, 

putting those interests ahead of his or her own interests;  
 

d) exercise independent judgment and objectivity in his or her 
decision-making, taking due account of the interests of the 
insurer and the policyholders; and  
 

e) not use his or her position to gain undue personal advantage 
or cause any detriment to the insurer. 

 
1284. The above proposed subsection is meant to ensure that Board 

members have fiduciary responsibilities in the institution of which 
they are on the Board. 

 
New Section on “Restriction of Cross-Directorship” 

 
1285. Cross-directorship among IPEC licensees is a recipe for 

incestuous relationships and prejudice of policyholders and 
pension contributors through interrelated party transactions or 
businesses. The disadvantages of having directors on many 
Boards include the following: 

 
a) recycling of the same people, thereby creating a clique of 

powerful people who control many companies; 
 

b) Boards contain people who share the same experiences and 
mind-sets with general resentment to change; 
 

c) Boards miss the contributions of people who have different 
perspectives that can improve the status quo; and 
 

d) too many memberships of Boards may affect the performance 
of directors. 

 
1286. In view of the challenges associated with cross-directorship, it is 

recommended that restrictions be placed on cross-directorship 
among IPEC licensees. In particular, no Board member of an 
insurer or broker should be a member on any other Board of an 
IPEC licensee when IPEC considers that his or her appointment 
would not be prejudicial.  
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Section 21: Conversion of Societies into Insurance Companies  

 
1287. The Commission’s investigations revealed lack of transparency 

over the conversion of insurance schemes from defined benefit to 
defined contribution. To address such concerns, it is 
recommended that the section be amended to empower IPEC to 
cause an actuarial analysis by independent actuaries before a 
scheme is converted from one form to another.  

 
1288. The section empowers the Minister to approve the conversion of 

insurance companies into societies, a role which should be 
executed by the regulator. In this regard, it is recommended that 
the section be amended to empower IPEC to exercise the 
functions currently bestowed on the Minister. This would ensure 
operational independence of IPEC in line with the requirements of 
the Insurance Core Principles. 

 
Section 22: Cancellation of Registration of Insurers 

 
1289. Subsection (1) provides that the Commissioner shall notify a 

registered insurer, in writing, that he proposes to cancel its 
registration. It is recommended that the word ‘proposes’ be 
replaced by ‘intends,’ since the former has the connotation of 
begging or seeking concurrence.   

 
1290. Paragraph (c) of subsection (2) provides that “...such registered 

insurer or any employee thereof has been convicted of an offence 
in terms of section 5 of the Prevention of Discrimination Act 
[Chapter 8: 16] and an appeal against the conviction has not been 
brought or, if brought, has been abandoned or dismissed.” It is 
unreasonable to cancel its registration of an insurance company 
on account of the conviction of an employee and, hence, it is 
recommended that this provision be repealed. 

 
1291. It is recommended that subsection (2) be aligned to the proposed 

amendments to Section 71 which recommends the establishment 
of an Appeals Board. 
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Section 24: Margin of Solvency  
 
1292. This section provides for monetary figures and a percentage of net 

premium income as the only determinants of solvency. In light of 
the need to come up with a dynamic, explicit and robust risk-based 
solvency framework, it is recommended that IPEC be empowered 
to prescribe and enforce solvency frameworks for all classes of 
insurance business. 

 
1293. In this regard, it is recommended that the section be repealed and 

replaced by a provision empowering IPEC to provide guidance on 
measures of dealing with insolvent insurers across all classes of 
insurance businesses. 

 
Insert New Section on “Prohibitions Concerning Assets and 
Certain Liabilities” 

 
1294. Safeguarding the assets of an insurer is critical for the 

maintenance of a solvent and stable institution that meets liabilities 
as they fall due. In order to avoid instances where assets are 
abused by shareholders or management which may result in 
prejudice to policyholders, it is recommended that it be provided 
that an insurer or broker shall not - 

 
a) encumber policyholder assets; 

 
b) allow policyholder assets to be held by another person on its 

behalf; 
 

c) directly or indirectly borrow policyholder assets; 
 

d) by means of suretyship or any other form of personal security, 
whether under a primary or accessory obligation, give security 
in relation to obligations between other persons, unless the 
short-term insurer is registered to provide policy benefits in 
terms of a guarantee policy and does so in terms of a 
guarantee policy, without the approval of IPEC, given 
generally or in a particular case, and subject to such 
conditions as the Regulator may determine. 
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Section 27: Notification of Regulator of Key Developments in 
Licensed Entities 

 
1295. The section requires registered insurers to notify the 

Commissioner of any changes in the organisation within 6 months 
of the year end. As such, the Regulator gets to know of changes 
of significant interest, or any such material changes in the 
institution e.g. resignation of a Chief Executive Officer, well after 
the event.  

 
1296. It is, recommended that the section provides that IPEC should be 

advised immediately of all key developments, including the 
resignation of key functionaries. Similarly, changes in key 
personnel such as the CEO, Compliance Officer, and Finance 
Director, should not take place without the approval of IPEC and 
the Regulator should do a fitness and probity test before such 
appointments are made. 

 
1297. Furthermore, the insurer should be required to notify all 

policyholders, in writing, of any changes of significant interest or 
the rebranding of the institution. The complaints received from 
members of the public revealed that policyholders were often, not 
aware of changes in the name of an institution, for example 
Southampton, which changed to ZB. Others were not aware that 
their insurers folded some years back. 

 
1298. To this end, it is recommended that this section be amended to 

provide that registered insurers are obliged to seek regulatory 
approval of any material change, as opposed to mere notification. 
Such material changes include appointment, termination or 
resignation of an actuary, auditor, director, CEO, or other key 
functionaries and change in shareholding. 

 
Section 29: Insurers to Keep Separate Accounts  

 
1299. Fines set at level eight or imprisonment for a period not exceeding 

one year may not be deterrent enough for breach of the 
requirement to maintain separate accounts for each class of 
insurance business and fund. Similarly, contravening the 
requirements of subsection (4)(b) attracts a fine not exceeding 
level eight or imprisonment for a period not exceeding one year or 
both. In this regard, it is recommended that deterrent penalties be 
prescribed from time to time in regulations. 
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Section 30: Submission of Returns to the Regulator and 
exemptions  

 
1300. Subsection (1) provides for a six month period after every financial 

year as the period within which returns should be filed with the 
Regulator. It is recommended that the period be reduced to three 
months, in order to synchronise with the practice in other financial 
subsectors like Securities, Banking and Micro-finance, where 
returns are to be filed within a three month period. 

 
1301. Subsection (3)(a) exempts an insurer with one class of insurance 

business from filing a profit and loss account. It could not be 
appreciated why an insurer with one class of insurance business 
e.g. short-term insurance, should be exempt from filing profit and 
loss accounts. It is, therefore, recommended that the provisions be 
repealed. 
 
Section 31: Audit of Accounts  

 
1302. The section does not provide for the appointment of external and 

internal auditors. It is recommended that IPEC be empowered to 
accredit external auditors who shall be appointed for a maximum 
four-year term, after which the auditors have to rotate.  

 
1303. In addition, if the term of the auditor is prematurely terminated, he 

or she should be required, within 30 days of the termination, to 
inform IPEC, in writing, of the underlying reasons.  

 
1304. Furthermore, where the auditor becomes aware of any material 

matter relating to the affairs of an insurer which in his or her 
opinion, may seriously prejudice the financial viability of the insurer 
and policyholders, he or she should be obliged to inform IPEC.  

 
New Section: Protection of Disclosures 

 
1305. It is recommended that disclosures by auditors in terms of section 

31 and by other key functionaries like actuaries reporting to the 
Regulator, be protected against any occupational or other 
detriment, including law suit. Any person who suffers any detriment 
from such would be entitled to approach any court having 
jurisdiction for appropriate relief or to pursue any other process and 
seek any remedy provided for in the law. 
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Section 32: Insurers to Comply with Requirements as to 
Compulsory Reinsurance 

 
1306. It is recommended that the section be repealed considering that 

the Zimbabwe Reinsurance Corporation Act has been repealed.   
 

Section 33: Amalgamation or Transfer of Insurance Business 
 
1307. The section gives power to the Minister to approve regulatory 

aspects such as amalgamations of institutions, transfer of 
insurance business from one institution to another and de-
mutualisation. Such regulatory functions should be executed by 
IPEC, in order to ensure operational independence of the 
Regulator. As such, it is recommended that the section be 
amended to replace the references to the Minister by references 
to IPEC. 

 
1308. Furthermore, it is also recommended that mergers and 

acquisitions under this section should require approval in terms of 
the Competition Act [Chapter 14:28]. 

 
New Section on Change of Capital Structure  

 
1309. Insurers and brokers should always maintain capitalisation levels 

as prescribed by the Regulator. As such, any changes to the 
capital structure should be approved by the Regulator. In this 
regard, it is recommended that the following provision be inserted: 

 
Notwithstanding the provisions of the Companies Act, an insurer 
or broker shall not, without the approval of IPEC or otherwise than 
in accordance with the conditions that IPEC has prescribed:- 

 
a) issue any securities or change the capital structure of the 

company; 
 

b) reduce share capital of the company; or 
 

c) allow its subsidiary to acquire shares, directly or indirectly.  
 

Section 37: Returns by Insurance Brokers 
 
1310. In subsection (1) it is provided that the period within which returns 

by insurance brokers is six months. It is recommended that the 
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period should be reduced to three months in order to provide timely 
information to stakeholders. 

 
Section 38: Cancellation of Registration of Insurance Brokers 

 
1311. Considering the need to remove potential undue political influence 

and to facilitate speedy resolution of all financial sector appeals 
and specialisation in this area, it is recommended that an Appeals 
Board be established to handle all financial sector appeals.  

 
1312. In line with the above proposal, subsection (2), which provides for 

the lodging of appeals to the Minister, should be amended to 
provide for the appeals to be made to an Appeals Board, which 
has been recommended in relation to the Insurance and Pensions 
Commission Act. 

 
Section 39: Frequency of Actuarial Reports: 

 
1313. The current three-year period within which actuarial valuations 

should be done is lengthy, considering the experiences of other 
countries such as Brazil, Norway, the Netherlands, South Africa 
and Kenya. Furthermore, IPEC should be empowered to prescribe 
valuation methods for both assets and liabilities. In this respect, it 
is recommended that actuarial valuations be done annually.  

 
1314. In addition, this section does not provide for the appointment of an 

independent statutory actuary. As such, it is, therefore, 
recommended that IPEC be empowered to approve the 
appointment of statutory actuaries who shall hold office for a 
maximum period of four years. 

 
1315. Furthermore, it is recommended that  the following rights be 

conferred on a statutory actuary: 
 

a) right of access, at all times, to the accounting records and 
other books and documents of the insurer and to require, from 
the directors or officers of the insurer, the information and 
explanations he or she deems necessary for the carrying out 
of his or her duties; 
 

b) right to- 
 

i. attend and speak at a general meeting of the insurer; 
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ii. receive the notices and other communications relating to 
a general meeting that a member of that insurer is entitled 
to receive; 
 

iii. attend and be entitled to speak at any meeting of the 
Board of directors of the insurer on the business of the 
meeting which concerns the duties conferred on or 
assigned to him or her as statutory actuary by or under 
this Act and by any other law or code of professional 
practice; and 
 

iv. receive the notices and other communications relating to 
any meeting referred to above which a member of the 
Board of directors is entitled to receive. 

 
1316. In addition, if the term of office of a statutory actuary is prematurely 

terminated, he or she should, within 30 days of the termination, 
inform IPEC in writing of the underlying reasons. 
 

1317. Furthermore, where a statutory actuary becomes aware of any 
material matter relating to the affairs of an insurer which, in his or 
her opinion, may cause, serious prejudice to the financial viability 
of the insurer and policyholders, he or she should be obliged to 
inform IPEC and the Board of directors of the insurer immediately 
of the matter.  

 
1318. Sanctions for non-compliance presented in subsection (2A) and 

(5) are not deterrent, considering the likely prejudice to 
policyholders. It is, therefore, recommended that prohibitive fines 
for non-compliance be prescribed from time to time. 

 
1319. Subsections (2) and (3) prescribe a period of six months within 

which actuarial valuation reports shall be submitted to the 
Regulator following the valuation. In line with the recommended 
reduction of the minimum period within which actuarial valuations 
should be done, it is recommended that the period within which the 
valuation reports should be filed be reduced from the current six 
months to three months.  
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Section 40: Reinsurance Contracts of Life Insurers  
 
1320. It is recommended that paragraph (c) be repealed considering that 

the Zimbabwe Reinsurance Corporation Act has been repealed. 
However it is recommended that the repealed paragraph be 
replaced by a new provision that requires institutions to reinsure 
with a reinsurer registered in terms of the Act.   

 
Section 41: Restriction of Payment on Death of Children Under 
Fourteen Years of Age 

 
1321. The rationale for an age of 14 years is not clear. Sixteen years may 

be ideal. It is recommended that paragraph (a) and (b) of 
subsection (1) be amended to empower the Regulator to prescribe 
the ages and amounts payable from time to time. 
 
Section 42: Life Policies Effected By Married Persons  

 
1322. The logic of this section is not clear. Women are majors at the age 

of 18, just like men. Zimbabwe marriages are generally out of 
community of property, meaning that property acquired before the 
marriage is not subject to joint ownership and that property 
acquired during the subsistence of the marriage, but in the name 
of one spouse, belongs to the owner, so it is not clear, why this 
section is necessary. It is recommended that the section be 
repealed.  

 
Section 44: Life policy on Own Life 

 
1323. It is recommended that the amounts specified in this section should 

be prescribed from time to time through regulations. 
 

Section 64: Commission may Demand Information 
 
1324. Subsection (2) mandates the Commissioner, when he has reason 

to believe that any person who is not registered under the Act is 
carrying on business as an insurer or insurance broker, to direct 
that person to submit to him, within a period he may allow, any 
document or information concerning such business and that, that 
person shall comply accordingly.  

 
1325. By writing and giving notice to an unregistered entity, this would 

constitute a tipping-off process. In this regard, it is recommended 
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that the Regulator be empowered to obtain a search and seizure 
court order to enable prompt on-site inspection of the suspected 
unregistered entity, after which it would take immediate corrective 
action.  

 
1326. The section does not state what happens if the Commissioner 

determines that an entity is operating as an insurance company 
without registration. It is, therefore, recommended that IPEC be 
empowered to close down such an entity in an orderly manner, as 
soon as possible.  

 
1327. Subsection (3) sets out the applicable fine at level five or 

imprisonment for a period not exceeding three months or both for 
non-compliance with the requirements of this section. That is too 
lenient. It should be addressed under a holistic review of the 
sanctions levels in the Act.  

 
Section 67: Investigation of the Affairs of an Insurer 

 
1328. Under this section, the Regulator does not have power to conduct 

an on-site visit where there is no suspected wrong doing. It is 
recommended that the section be amended to empower IPEC to 
effect prudential on-site inspections on an on-going basis.  

 
1329. In subsections (4), (5), (6) and (7), it is recommended that all 

references to the Minister be replaced by IPEC, since corrective 
action following an investigation should be done by the Regulator. 

 
Section 68: Deposit of Approved Securities by Life Insurers under 
Investigation  

 
1330. It is recommended that in this section, the reference to the Minister 

should be replaced with a reference to IPEC.  
 

Section 69: Investigation of Affairs of Insurance Broker 
 
1331. It is recommended that subsection (1) be amended to remove the 

requirement that the Regulator gives notice of information 
requested to a suspected wrong-doer. The section should be 
amended to empower the Regulator to do a prompt on-site 
inspection which will enable the corrective action to be taken. 
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1332. It is recommended that all references to the Minister be deleted 
since investigations must be done by IPEC or an inspector 
appointed by IPEC and replaced by the Regulator. 

 
Section 70: Annual Reports by the Commission 

 
1333. Subsection (1) requires the Commissioner to submit, in each 

calendar year to the Minister a report on the insurance business in 
Zimbabwe. For robustness and completeness of such an important 
report, which will also be provided to Parliament, it is 
recommended that the Minister be empowered to prescribe the 
format and content of such a report. 

 
1334. It is also recommended that a period of three months be prescribed 

as the time-frame within which the annual report from IPEC should 
be submitted to the Minister.   

 
Section 71: Decisions of the Commissioner subject to review by 
the Minister 

 
1335. It is recommended that an Appeals Board, headed by a retired 

judge or a legal practitioner of at least 10 years’ experience be set 
up in terms of the Insurance and Pensions Commission Act to 
handle all appeals in the insurance and pensions industry. 
 

1336. The justification for setting up an Appeals Board is to ensure 
operational independence of the review process from possible 
undue political influence, to enable speedy resolution of appeals 
and specialisation of skills in appeals handling. 

 
1337. Details of the composition, functions, powers and funding of the 

recommended Appeals Board are contained in the list of 
recommended amendments to the IPEC Act.   

 
1338. Should Government find the recommended establishment of an 

Appeals Board not acceptable, it is recommended that the section 
be amended to provide an appellant with the right to lodge his or 
her appeal directly with the Minister and copy the Regulator, 
instead of doing it through the Regulator. Furthermore, a time-line 
of 30 days should be given as a maximum period within which the 
Minister should deal with the appeal.   
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Section 73: Change of Name Unauthorised Except With the 
Permission of the Commissioner 

 
1339. During the Commission’s public hearings, members of the public 

were not, for instance, aware of transfers of a business and the 
changes of name. For example, many were not aware of the 
following change in name; from Southampton to Intermarket to ZB, 
from Prudential to First Mutual, from Colonial Mutual to First 
Mutual, and from Pearl to First Mutual. It is, therefore, 
recommended that subsection (4) be amended to compel insurers 
to notify policyholders personally of any change in name, in 
addition to the current requirement to advertise through national 
newspapers.  

 
Section 74: Registered Insurers and Insurance Brokers to Maintain 
Principal Office and Appoint Principal Officer 

 
1340. Subsection (3) requires an insurer or insurance broker to notify the 

Commissioner, in writing, upon the appointment of a principal 
officer. It is recommended that the section be amended to require 
regulatory approval of any appointment after a fitness and probity 
test. Furthermore, it is recommended that a new subsection be 
inserted to obligate the principal officer to notify the Regulator, 
within 30 days, on becoming aware of any matter that may 
materially prejudice policyholders.  

 
Section 84: Registered Person Failing To Comply With Condition 
of Registration 

 
1341. The penalties for failure to comply with the conditions of 

registration of level eight fine or imprisonment for one year or both 
are too lenient. It is recommended that an upward review of the 
sanctions be made in line with the general recommendations in 
this Act. 

 
New Provision Empowering IPEC to Approve Insurance Products 

 
1342. Conventional insurance products are evolving in line with changing 

consumer needs and developments in technology. For instance, 
micro-insurance products being delivered through technology and 
the recent phenomenon of legal aid schemes, which involves 
members of the public paying premiums to legal aid arrangements 
for coverage in the event of the need for legal representation. In 
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this regard, it is recommended that IPEC be empowered to 
approve new products before they are launched on the market, 
including regulating the products. 

 
New Provision on Protection of Confidentiality of Client Information 

 
1343. It is recommended that insurers and intermediaries, such as 

brokers and agents be required to protect privacy of the 
information they collect, hold, use or communicate to third parties. 

 
New Provision on Insurance Fraud 

 
1344. Insurance Core Principle 19 (6) requires that punitive sanctions be 

prescribed in cases of insurance fraud and for prejudicing an 
investigation into fraud. In this regard, it is recommended that IPEC 
be empowered to prescribe dissuasive sanctions. The setting up 
of an insurance register is also highly recommended as a measure 
for countering insurance fraud. 
 
Accreditation of Auditors 

 
1345. There is no provision in the Act which deals with the appointment 

of external auditors. Standard regulatory practice now is that these 
must be accredited by the Regulator. They should submit certain 
of their reports to the Regulator or communicate certain findings to 
the Regulator and also the rotation of external auditors is 
necessary. It is recommended that relevant provisions be inserted. 

 
Corrective Actions 

 
1346. The Act has no clear provision which provides for corrective action 

that can be taken by the Regulator. There is need for clear and 
specific provisions detailing the action that can be taken by IPEC 
as the regulatory authority. It is recommended that new provisions 
be inserted. 

 
Judicial Management of Troubled Insurer 

 
1347. IPEC has no oversight on the management or liquidation of a 

troubled insurance company, hence, its confession that it was not 
aware of what transpired regarding the assets or liabilities of 
troubled insurance companies. It is recommended that IPEC be 
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empowered to appoint a judicial manager or liquidator of a troubled 
insurance company to ensure protection of policyholder interests.  

 
Record-keeping 

 
1348. During the Inquiry it became very clear to the Commission that 

insurance companies in Zimbabwe do not have a standardised 
way of keeping or maintaining policyholder and financial records. 
The Commission’s work was delayed due to failure by industry 
players to submit requested data on time or at all. It is 
recommended that the Act should have a clear section on record-
keeping, which provides for the maintenance of life business 
records for at least one hundred years. The Act should also 
empower IPEC to prescribe regulations or guidelines that regulate 
document retention or keeping.  

 
Policyholder Protection Fund 

 
1349. Policy-holders lost value due to the closure of failed insurance 

companies.  It is recommended that a policy-holder protection fund 
be set up to cover insurance policyholders who are unable to claim 
from an insurance company which has failed.  

 
Recommended amendments to the Pension and Provident Funds 
Act 
 

Section 2: Interpretation 
 
1350. Considering the controversial aspects relating to the treatment of 

actuarial surplus, it is imperative that the term be clearly defined 
as follows: 

 
“Actuarial Surplus”: is subject to actuarial valuation and means 
the difference between:- 

 
a) the value, calculated in accordance with the prescribed basis, 

if any, that the valuator has placed on the assets of the fund, 
less any credit balances in the member and employer surplus 
accounts; and 
 

b) the value that the valuator has placed on the liabilities of the 
fund in respect of pensionable service accrued by members 
prior to the valuation date, plus the amount standing to the 
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credit of those contingency reserve accounts, which are 
established or which the Board deems prudent to establish on 
the advice of the valuator and calculated in accordance with 
the prescribed basis. 

 
1351. The current definition of “valuator” is not clear. In this regard, the 

following definition of valuator is recommended:- 
 

“valuator” means an actuary who has been certified by IPEC to 
perform the duties required of a valuator in terms of this Act. 

 
1352. The definition of ‘existing fund’ is cross-referenced to section 13 of 

the Income Tax Act [Chapter 23:06]. Considering that the Income 
Tax Act has also undergone amendments, this definition needs to 
be cross-referenced with the current provisions of the Income Tax 
Act  

 
Objectives of the Act 

 
1353. The Core Principles for Pension Fund Regulation as espoused by 

the International Organisation of Pension Supervisors require 
objectives of a pension primary legislation to be clearly stated. The 
objectives of the Act are not clear and, therefore, it is 
recommended that they be explicitly outlined as follows: 

 
a) to provide for the registration and de-registration of pension 

funds, provident funds and fund administrators; 
 

b) to provide for the regulation of pension funds, provident funds 
and fund administrators;  
 

c) to provide for the management of troubled pension funds, 
provident funds and fund administrators and their dissolution; 
and 
 

d) to promote and protect pension contributors’ and the rights of 
pensioners  

 
Section (3): Performance of functions by Commission 

 
1354. It is recommended that the regulatory powers conferred the 

Commissioner be conferred IPEC and all references in the Act to 
the Commissioner be changed to IPEC. 
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Section 4 - Contravention of the Requirement for Registration 
 
1355. The level of penalties prescribed in subsection (2) do not appear 

to be dissuasive, considering the potential loss of public funds 
through the pension industry. It is recommended that IPEC be 
given power to prescribe the penalties in the regulations. Those 
operating unregistered pension funds should be personally liable 
and required to restitute the contributors.  

 
Section 7 – Rules of the Fund 

 
1356. It is recommended that the Rules of the Fund should provide for 

the following matters:- 
 

a) the election of members of the Board of trustees and 
appointment of the principal officer should be based on 
relevant qualifications, experience and integrity; 
 

b) specific timelines within which a vacancy on the Board has to 
be filled; 
 

c) the policy with regard to increases for pensioners and 
deferred pensioners;  
 

d) voting procedures, voting rights and quorum required; 
 

e) no lump-sum pension benefits will be paid into a beneficiary’s 
account without prior notice and consent of the member; 
 

f) the Board of trustees is responsible for formulating the 
pension fund’s investment policy and is the custodian of 
assets; and 
 

g) the indexation of pension fund benefits in line with changing 
values of assets. 

 
Insert New Section: Fund’s Communication with Pension Fund 
Members 

 
1357. The Commission received many public complaints relating to 

inadequate communication with respect to major changes in their 
pension funds, such as conversion of values from the ZW$ to the 
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US$, amendment of rules, change of fund administrators, 
computation of benefits and contribution history.  

 
1358. Accordingly, it is recommended that a new section on 

communication with pension fund members be inserted, in order 
to enhance disclosure and accountability to pension fund 
members. Each pension fund should be required to provide, at a 
minimum, the following information:- 

 
a) summary of the rules of the fund upon joining and, if the rules 

are amended or replaced, every member shall be notified 
individually of the change; 
 

b) summary of the fund’s annual income and expenditure 
account; 
 

c) summary of every valuation or other report made by the fund’s 
valuator; 
 

d) the amount of accumulated member contributions, plus 
interest less expenses, incurred annually; 

e) the amount of accumulated employer contributions plus 
interest, less expenses for defined contribution category 
members annually; 
 

f) the accumulated pensions for defined benefit category 
members; 
 

g) details of any reserves set aside for members when they leave 
the fund; 
 

h) an assessment of the fund’s annual investment performance; 
   

i) the methods by which any benefits being received have been 
calculated. 

 
Section 11: Cancellation of Registration 

 
1359. It is recommended that an appeal against the decision to cancel 

the licence of a pension fund should be made to the Appeals 
Board. The reason for the recommended Appeals Board is to 
ensure a review process which is independent of possible undue 
influence from the Minister. This is fundamental for ensuring the 
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operational independence of the Regulator as required by the 
International Organisation of Pension Supervisors (IOPS) 
standards. 

 
Insert New Section after section 12: Board of Trustees 
 

1360. The Act lacks provisions on corporate governance requirements 
for Boards of trustees, which are a requirement in terms of the 
IOPS standards. Accordingly it is recommended that the following 
provisions be inserted:- 

 
a) IPEC shall prescribe and approve, upon registration and on 

an on-going basis, criteria for fitness and probity tests of 
trustees on the Board. Consideration will be on qualifications, 
knowledge, experience, integrity and conflict of interests; 
 

b) the Board shall have between seven and nine members, 
whose composition shall include pensioners if the fund has 
pensioners, and active and deferred members of the pension 
fund; 

c) a representative of the sponsoring employer shall not be 
eligible for appointment as chairperson of the Board;  
 

d) the Board shall have fiduciary responsibilities, collectively and 
individually; 
 

e) a Board member shall inform IPEC, in writing, on becoming 
aware of any material matter relating to the affairs of the 
pension fund which, in his or her opinion may seriously 
prejudice the financial viability of the fund and its members; 
 

f) a trustee who resigns from the Board must furnish IPEC with 
the reasons for his or her resignation; 
 

g) the Board shall retain the responsibility of selecting and 
appointing asset managers in keeping with the dictates of the 
investment policy of the fund.  

 
Insert New Section: Protection of Disclosures 

 
1361. It is recommended that disclosures by a trustee on the Board or a 

member of staff be protected against any occupational or other 
detriment including lawsuit. Any person who suffers any such 
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detriment may approach court having jurisdiction for appropriate 
relief or pursue any other process and seek any remedy provided 
for by the law. 

 
Section 13: Principal Officer 

 
1362. The Act requires a pension fund to notify IPEC of the appointment 

of a principal officer. It is recommended that the section should be 
amended to require IPEC to approve the appointment of the 
principal officer, subject to a fitness and probity test on 
qualifications, knowledge, experience, integrity and conflict of 
interest. The recommended amendment is in line with the 
requirements of the IOPS standards. 

 
1363. In addition, it is recommended that IPEC be empowered to object 

to a principal officer’s continued appointment, if it reasonably 
believes that the principal officer is not, or is no longer, a fit and 
proper person to hold that office. If IPEC raises objections over the 
fitness of a principal officer, the Board must terminate the 
appointment within 30 days of IPEC informing the Board of its 
decision and the reasons thereof. 

 
1364. It is also recommended that the chairperson of the Board be 

disqualified from appointment as principal officer of the pension 
fund. This is in order to separate responsibilities of an oversight 
function and that of day-to- day administration of the fund, in line 
with the dictates of good corporate governance. 

 
1365. Furthermore, it is recommended that a representative of the 

sponsoring employer should be disqualified from appointment as 
principal officer of a pension fund, in order to ensure legal and 
operational autonomy of the pension fund. The principal officer of 
a pension fund should be required to attend Board meetings in an 
ex officio capacity. 

 
1366. It is recommended that the principal officer of a pension fund 

should be disqualified for appointment as a member of the Board 
of a life insurance company, insurance broker or fund 
administrator. The current practice is that there is cross-
directorship among various IPEC licensees, thus posing serious 
conflicts of interest. 
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1367. It is recommended that the Act obligates the principal officer of a 
pension fund to inform IPEC, in writing, on becoming aware of any 
material matter relating to the affairs of the pension fund which, in 
his or her opinion, may seriously prejudice the financial viability of 
the fund and its members. In addition, the principal officer should 
be required to write to IPEC, within 21 days of his or her 
appointment being terminated, setting out the reasons for the 
termination. The reason for this recommended amendment is to 
deal with undue influence from trustees and to alert IPEC of any 
decision that may adversely affect the benefits of pension fund 
members. 

 
Insert New Section on Pension Fund Records Keeping 

 
1368. The Commission’s interactions with members of the public and 

pension fund service providers, such as pension funds, fund 
administrators, insurance companies, brokers and actuaries and 
auditors, revealed fundamental gaps and lack of guidance on the 
minimum periods for maintenance and retention of pension 
records to allow  proper service provision to pensioners and 
pension funds.  

 
1369. Most institutions struggled to supply records dating back 10 years, 

due to improper record-keeping and changing technology. In this 
regard, The Commission strongly recommends the following:- 

 
a) given the long-term nature of pension business, all pension 

funds, life assurers and fund administrators should be 
compelled to maintain robust record-keeping systems on 
members’ contribution records, investment returns and 
benefit payments; 
 

b) the records should be maintained for at least 50 years for each 
member. A case in point is the Wenela pensions that date 
back to the 1930s, whose records are still being used in South 
Africa; 
 

c) with respect to a failed or liquidated pension fund, the 
Regulator should take over and maintain the records of its 
entity for the period prescribed. 
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Section 14: Appointment of Auditors and Valuator 
 
1370. The following amendments to this section are recommended:- 
 

a) empowering IPEC to accredit auditors and valuators and 
provide that only those accredited may be appointed by a 
licensee;  
 

b) prescribing the rotation of auditors and valuators after a period 
of 4 years; 
 

c) requiring an auditor or valuator to inform IPEC, within 21 days, 
of his or her appointment being pre-maturely terminated, of 
the reasons for the termination;  
 

d) requiring auditor and valuator of a pension fund or fund 
administrators to inform IPEC, in writing, on becoming aware 
of any material matter relating to the affairs of the pension fund 
or the administrator which, in his or her opinion may seriously 
prejudice the financial viability of the fund or pension fund 
administrator and its members.  
 

1371. Disclosures by auditors under the above provision shall be 
protected under the recommended new section of “Protection of 
Disclosures”. 

 
Section 15: Accounts and Holding of Assets 

 
1372.  It is recommended that every pension fund be required to maintain 

books of accounts for at least 100 years. It is also recommended 
that the time frame within which financial statement should be 
submitted to IPEC be reduced from the current six months to three 
months. In addition, the financial statements must be in a format 
prescribed by IPEC to ensure enhanced disclosure for 
transparency and accountability. The mischief is that financial 
statements for the insurance and pension industry are not 
standardised and camouflage critical information such as 
unsustainable operational expenses through salaries and insider 
loans. 

 
1373. It is recommended that a new paragraph be inserted in subsection 

(4), which requires that all newly-acquired assets be transferred 
into the name of the pension fund within three months after 
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payment of the full purchase price. The mischief is that some 
pension fund assets are taking long to be transferred and some 
are not being transferred at all.  

 
1374. It is recommended that paragraph (c) in subsection (4) requiring 

that the pension fund assets are registered in a nominee name be 
repealed. The basis is that the Financial Action Task Force 
Standards on Anti-Money Laundering and Combating Financing of 
Terrorism requires identification of the ultimate beneficial owner. 
The Securities Sector also outlaws recording of transactions in the 
name of a nominee. 

 
1375. It is further recommended that the period within which registered 

pension funds should submit their end-of-year audited financial 
statements be reduced from six months to three months. That 
would be in line with the requirements for other financial sub-
sectors like banking and securities.  

 
Section 17: Actuarial Valuation of Pension Funds 

 

1376. It is recommended that subsection (1) be amended to state 
explicitly that IPEC shall prescribe the methods of establishing the 
solvency of a pension fund. 

 
1377. It is also recommended that subsection (3), which empowers the 

Regulator to exercise his discretion with respect to exemption of 
some pension funds from complying with the requirements for 
actuarial valuation, be amended. The criteria for exempting a 
pension fund should be specified in the subsection, as opposed to 
relying on the Regulator’s discretion.  

 
Insert New Section on Treatment of Actuarial Surpluses 

 
1378. The treatment of an actuarial surplus is very subjective and works 

on a number of assumptions. There is need for greater caution in 
its determination and apportionment. Accordingly, it is 
recommended that a section to deal with the following relating to 
actuarial surplus:- 

 
a) who owns the surplus; 

 
b) to whom it can be apportioned; 
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c) the application process for IPEC to approve the 
apportionment of an actuarial surplus. 
 

d) the time-frame within which the Board of a pension fund may 
apply actuarial surplus apportionment after it has conducted a 
statutory evaluation of the fund; 
 

e) how it is calculated and how the valuators may be appointed 
and approved by the Regulator. It is recommended that the 
Regulator should issue guidelines on the treatment of 
actuarial surpluses. 

 
Section 18: Investments 

 
1379. The level of prescribed assets at 35% is on the high side in a 

dollarised environment. Whilst the 2010 Budget Statement 
announced the reduction of prescribed assets thresholds to 10% 
for pension funds, 7.5% for life insurance business and 5% for 
short-term insurance, there was no legal instrument in this regard 
and the reduction does not have the force of law. It is, therefore, 
recommended that the levels of prescribed assets in subsection 
(2) be prescribed by the Minister from time to time in regulations.  

 
1380. The proliferation of incestuous relationships among inter-party 

transactions, particularly in institutions within an insurance 
conglomerate, has resulted in policyholders losing money in a 
number of shady deals. In view of this, it is recommended that 
subsection (3) be amended by the insertion of the following 
provision:- 

 
Notwithstanding anything to the contrary contained in the rules of 
a registered fund, a fund shall not, directly or indirectly:- 

 
a) grant a loan to, or invest more than 5% of the market value of 

its assets in a party related to the sponsoring employer; 
 

b) issue a guarantee against its assets to the sponsoring 
employer or any of its subsidiaries or its holding company or 
any other party which is related to the sponsoring employer or 
its holding company or a subsidiary;  
 

c) grant a loan to a member of the fund or make any of its funds 
available, whether by way of investment or otherwise, to be 
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utilised in any manner by the fund or someone else in order to 
provide a loan to a member; 
  

d) invest in shares controlled by an officer or member of the fund 
or a director of a company which is an employer participating 
in the scheme; 
 

e) without the prior approval of the Regulator, directly or 
indirectly acquire or hold shares or any other financial 
interests in another entity which results in the fund exercising 
control over that entity.  

 
Section 19: Fund in Unsound Pension  

 
1381. It is recommended that IPEC should be empowered to prescribe a 

detailed resolution framework for troubled pension funds which is 
based on the banking sector’s ‘Troubled Banks Resolution 
Framework.’ It is also recommended that the section be amended 
to provide for swift action being taken in the resolution of an 
unsound pension fund.  
Section 21: Investigation of the Affairs of Pension Funds 

 
1382. It is recommended that subsection (5) be amended by removing 

references to the Minister, in order to maintain the Regulator’s 
independence and substituting such references with Regulator. 
Investigations should be funded from IPEC’s income as opposed 
to using pension fund contributors’ resources.  

 
Section 23: Investigation of Unregistered Funds  

 
1383. This section provides for the regularisation of funds that are 

discovered by the Regulator to be operating without registration. It 
is recommended that the section be repealed and replaced with 
one which allows IPEC to sequestrate or liquidate the person or 
fund concerned in a manner that minimises prejudice to 
contributors. In addition, severe penalties should be imposed on 
the entity operating an unregistered pension fund, including the 
directors of such entity. 
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Section 24: Powers of the Commissioner to Grant Exemptions 
 
1384. This section empowers the Commissioner to vary or exempt any 

fund from the reporting obligations or regulatory requirements set 
out in the Act. It is recommended that the circumstances under 
which, such exemption is granted should be prescribed in 
regulations, for transparency purposes. 

 
Section 27: Amalgamations and Transfers 

 
1385. The section is silent on the time frame within which the 

amalgamation has to be effected from the date the certificate has 
been issued and the time after which the recommended 
amalgamation application lapses due to non–satisfactory 
response to further information requests from the Commissioner 
Furthermore, there is need for the circumstances under which the 
Commissioner can withdraw or amend a certificate issued to be 
specified. It is recommended that a time-frame be specified in the 
section. 

 
Section 31: Appeal Process 

 
1386. Principle 2 of the IOPS standards requires the regulator and 

regulatory processes to be operationally independent from undue 
political influence. In line with international best practices and for 
the purposes of expediency in the handling of appeals, it is 
recommended that the current appeals process be amended to 
provide for the establishment of an Appeals Board, headed by a 
retired judge or a legal practitioner who is qualified to be appointed 
as a judge. 

 
1387. The function of the Appeals Board would be to handle appeals 

against decisions of the Regulator. Its determination will be final 
and can only be reviewed by the High Court 

 
Section 32: Annual Reports by the Commissioner 

 
1388. The section stipulates that the Commissioner shall, at the end of 

each calendar year, submit to the Minister a report on the pension 
and provident fund business in Zimbabwe during that calendar 
year. It is recommended that the provision should empower the 
Minister to prescribe, in regulations, the minimum disclosure 
requirements in an annual report that is filed by IPEC and should 



362 
 

provide guidelines on the key parameters to be included in the 
report. The mischief is that the current annual reports are skeletal 
and their contents are determined by the Regulator. 

 
1389. In addition, it is recommended that the period within which annual 

reports are lodged with the Minister should be reduced from 6 
months to 3 months after the end of a financial year.  

 
Section 33A: Liabilities of Officers  

 
1390. This section provides that all employees of a fund are liable for 

offences under the Act committed by the fund. It is recommended 
that the section be amended to place personal and vicarious 
liability on the principal officer and other senior management 
positions in order to exclude certain categories of employees like 
shop floor workers.   

 
Section 35: Offenses and Penalties 

 
1391. The highest level of penalty for non-compliance by a fund is level 

6. The challenge is that the standard scale of fines is on the lower 
side, given that level 14 attracts a fine of $5000. In this regard, the 
cost of non-compliance can be very low compared to the cost of 
compliance.  It is accordingly recommended that the provision be 
amended with a view to coming up with dissuasive sanctions. A 
cue can be taken from the 2014 amendments to the Money 
Laundering and Proceeds of Crime Act, wherein penalties of up to 
$250 000 are clearly stipulated. 

 
1392. The Commission is of the view that the pension sector is unique in 

that it touches on people’s life savings, hence, the need for 
deterrent sanctions for non-compliance with provisions of the Act 
or regulations. 

 
1393. Furthermore, it is recommended that the Act should provide that 

the Regulator should, in writing, do the following before imposing 
a fine:- 

 
a) inform the administrator, pension fund or third party of his or 

her intention to impose a penalty; 
 

b) specify the particulars of the alleged non-compliance; 
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c) provide reasons for the penalty intended to be imposed; 
 

d) specify the amount of the penalty intended to be imposed; 
 

e) invite interested persons to make representations within a 
specified period. 

 
Section 36: Regulatory Powers of the Minister 

 
1394. Paragraph (m) gives the Minister the power to specify the minimum 

professional conduct to which trustees and fund administrators 
shall be subject, as a condition of commencing or continuing to 
practise as such. Other key players such as auditors, actuaries and 
the principal shareholder, contrary to international best practices, 
are excluded from professional conduct check. It is recommended 
that the professional conduct requirements be extended to other 
key functionaries. 

 
Recommended New Provisions 

 
Pension Contribution Arrears 

 
1395. There is a serious problem of employers not remitting both 

employer and employee contributions to pension funds, despite 
deductions having been effected. The problem is common among 
parastatals, local authorities and some private sector employers, 
with some employers having last remitted during the early 2000s. 
Upon retirement, retirees are not only failing to draw pensions, but 
are not entitled to do so due to this problem.  

 
1396. Whilst the provisions of S.I. 323 of 1991 and S.I. 61 of 2014 attempt 

to deal with the mischief, the Commission recommends dealing 
with the challenge through the primary Act since the problem is 
threatening the viability of the pensions industry in Zimbabwe, the 
following are recommended:- 

 
a) notwithstanding any provision in the rules of a registered fund 

to the contrary, the employer of any member of such  fund 
shall pay the following to the fund in full, namely-    

 
i. any contribution which, in terms of the rules of the fund, 

is to be deducted from the member’s remuneration; and 
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ii. any contribution for which the employer is liable in terms 
of those rules. 

 
b) the minimum information to be furnished to the fund by every 

employer every month with regard to payments of 
contributions made by the employer shall cover, at a 
minimum, the following:-  

 
i. member’s current and previous month’s salary; 
ii. the employer and the employee’s contribution rate 

effected on the salary; 
iii. the employer and the employee’s monetary contribution; 
iv. summary report indicating membership reconciliation 

taking into account new entrants, exits and total employer 
and employee monetary contributions. 

 
c) if the information set out above does not accompany the 

payment of a contribution, the information shall be transmitted 
to the fund concerned not later than 14 days after the end of 
the month in respect of which the payment was made; 
 

d) any contribution to a fund in terms of its rules shall be 
transmitted directly into the fund’s account with a bank 
registered in terms of the Banking Act, not later than seven 
days after the end of the month for which the contribution is 
payable; 
 

e) In the case of a fund consisting exclusively of one or more 
policies of insurance with an insurer carrying on long-term 
insurance business in terms of the Insurance Act, the 
contribution shall be forwarded to the insurer concerned in 
such manner as to have the insurer receive the contribution 
not later than seven days after the end of that month; 
 

f) An amendment of the rules of a fund relating to the reduction 
of contributions or the suspension or discontinuation of the 
payment of contributions shall not affect any liability to pay any 
contribution which became payable at any time before the 
date of the resolution whereby the amendment was effected, 
irrespective of the date on which the amendment may take 
effect; 
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g) When a person who, for any reason except a reason 
stipulated in  sections 10 and 27, has ceased to be a member 
of a fund (in this subsection called the first fund), is in terms of 
the rules of another fund admitted as a member of the other 
fund and allowed to transfer to that other fund any benefit or 
any right to any benefit to which such person had become 
entitled in terms of the rules of the first fund, the first fund shall, 
within 60 days of the date of such person’s written request to 
it or, if applicable, within any longer period determined by the 
Registrar on application by the first fund, transfer that benefit 
or right to the other fund in full. The transfer shall be subject 
to deductions that may be prescribed from time to time. 

 
Reporting on Non-Remittance of Contributions 

 
1397. For the purpose of monitoring and ensuring compliance with this 

new section, the principal officer of the fund or any authorized 
person shall, at the times and in the manner and format prescribed, 
submit reports to the Regulator and the contributing employees. 

 
Interest on Non-remitted Contributions 

 
1398. Interest, at a rate prescribed, shall be payable from the first day 

following the expiration of the period in respect of which such 
amounts were payable on -  

 
a) the amount of any contribution not transmitted into a fund or 

insurer’s bank account after the expiration of the period 
prescribed for remitting contributions; 
 

b) the amount of any contribution not received; 
 

c) the value of any benefit, or right to any benefit, not transferred 
by the first fund to the other fund after the expiration of the 
period prescribed. 

 
Personal Liability on Non-Remittance of Pension Contributions 

 
1399. For the purposes of this section, the following persons shall be 

personally liable for compliance with the requirement to remit 
pension contributions: 
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a) if the employer is a company, every director or executive 
officer who is regularly involved in the management of the 
company’s overall financial affairs; and 
 

b) in respect of any other employer that is referred to in 
paragraph (a), every person in accordance with whose 
directions or instructions the governing body or structure of 
the employer acts or who controls or who is regularly involved 
in the management of the employer’s overall financial affairs.  

 
Record of Personally Liable Persons 

 
1400. Every fund must request the employer, in writing, to notify it of the 

identity of any such person so personally liable. In the event that 
an employer fails to comply with the requirements of this provision, 
all the directors, in the case of a company, or all the persons 
comprising the governing body of the employer, as the case may 
be, shall be held personally liable. 

 
1401. The Board of a fund must report any non-compliance with the 

provisions of this section, in accordance with such conditions and 
in the format prescribed.  

 
Non-Remittance of Contributions due to Employer Viability 
Challenges 

 
1402. Where the employer fails to remit contributions due to non-

payment of salaries owing to viability challenges, the employer 
should engage his or her employees as stipulated in the Labour 
Act and the Fund shall be preserved not longer than 12 months. 

 
1403. Where an employer pays part salaries, it shall be obliged to remit 

a corresponding percentage of pension contribution to the pension 
fund. 

 
Expenses to be levied to the Fund 

 
1404. There is a widespread problem among pension funds, 

administrators and life insurance companies with respect to high 
expenses that are levied on pension fund income. For instance, in 
many institutions, the expenses are as high as 100% of pension 
contributions. Furthermore, there is a prevalence of insider loans 
being extended to pension fund or administrator or insurer workers 
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from pension fund resources. This has had the effect of eroding 
pension benefits on the part of contributing individuals.  

 
1405. To address this challenge, the expenses of the pension fund or 

administrator should be reasonable. Specifically, the following 
types of expenses should not be paid from the pension fund’s 
resources: 

 
a) insider loans to employees of the pension fund or 

administrator; 
 

b) all expenses of the administrator of the fund, including 
employment costs; and 
 

c) actuarial, legal, audit and consulting fees to assist a 
sponsoring employer, trade union or National Employment 
Council. 

 
1406. In addition, IPEC shall prescribe the ratio of administration 

expenses to pension contributions that should be adhered to by 
fund administrators.  

 

Conversion from Defined Benefit to Defined Contribution 
 

1407. The majority of pension funds in Zimbabwe converted from defined 
benefit schemes to defined contribution schemes around 2000. 
The Commission’s interactions with members of the public across 
the country revealed the lack of transparency on the conversion of 
many such schemes which raised perceptions of prejudice through 
the conversion processes.  

 
1408. In view of the above, it is recommended that the following provision 

be inserted:- 
 

When a pension fund converts from defined benefit to defined 
contribution, the following processes shall be observed: 

 
a) members are be advised of the decision and presented with 

the following options; 
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i. closing the defined benefit to any new members and 
paying up all accrued benefits in the scheme to date of 
conversion; or 

ii. transferring the reserves standing to support benefits 
accrued in the defined benefit scheme to date of 
conversion, to the new defined contribution scheme; 

 
b) the fund shall advise IPEC of its decision to convert from DB 

to DC; 
 

c) in the event that the defined benefit is closed to new 
members, the fund shall continue to be administered such as 
to deliver on the accrued benefits as they become due; 
 

d) in the event that the reserves have to be transferred to the 
defined contribution scheme, they shall be managed such as 
in the defined contribution scheme as to deliver on the 
benefits originally accrued under the defined benefit scheme. 

 
Recommended Amendments to the IPEC Act 
 

Insert New Section. 
 
1409. The Insurance Core Principles, as developed by the International 

Association of Insurance Supervisors (IAIS) requires that 
objectives, powers and responsibilities of the regulator be explicitly 
stated in the Act establishing the supervisor. In this regard, it is 
recommended that a new section on objectives be inserted stating 
that the broad objectives of the Act shall be to do the following:- 

 
a) protect consumers of insurance and pension services and 

products; 
 

b) maintain confidence in the insurance and pension sector; 
 

c) maintain an orderly insurance and pension sector; 
 

d) ensure soundness of the insurance and pension sector. 
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Recommended Consolidation of Regulation of Insurance and 
Pension Players 

 
1410. It is recommended that NSSA, medical aid schemes and legal aid 

schemes be subjected to regulation by IPEC under this Act. The 
justification for this proposal is set out in the following sections. 
NSSA 

 
1411. The NSSA Pension and Other Benefits Scheme is a defined 

benefit scheme, which should be prudentially supervised by an 
institution that has dedicated technical and appropriately skilled 
personnel. In its current form, NSSA is not a regulated entity since 
it only gets policy direction from the Ministry of Public Service, 
Labour and Social Welfare. 

 
1412. By regulating NSSA, the following challenges will be addressed: 
 

a) underhand financial transactions; 
 

b) related party transactions and insider loans; 
 

c) high operating expenses; 
 

d) poor record-keeping systems; and 
 

e) low benefit pay-outs. 
 

Medical Aid Schemes 
 
1413. Medical aid schemes are insurance schemes or businesses which 

should be prudentially supervised by an institution that has 
dedicated technical and appropriately skilled personnel. Currently, 
medical aid schemes are not prudentially supervised, i.e. there is 
no on-site supervision to assess the financial soundness and 
market conduct aspects of these institutions that handle public 
funds.  

 
1414. The Ministry of Health and Child Care and the Association of 

Health Care Funders lack the dedicated technical capacity to 
supervise such insurance products. It is the Commission’ s 
considered view that medical insurance is not in any way different 
from marine insurance, motor vehicle insurance and health 
insurance.  
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1415. By prudentially supervising medical aid schemes, the following 
challenges will be addressed: 

 
a) under-capitalisation and unsoundness of medical aid 

schemes; 
 

b) failure to honour claims; 
 

c) lack of confidence in medical insurance; 
 

d) poor corporate governance and ensuing crises, e.g. the 
PSMAS saga. 

 
1416. Creating a dedicated supervisor for medical aid schemes alone 

would be a waste of resources, considering that IPEC is a statutory 
body already mandated to regulate insurance business. 
Furthermore, creating an independent regulatory body for medical 
aid schemes would promote fragmentation of regulation and 
regulatory arbitrage. 

 
Legal Aid Schemes 

 
1417. Legal aid schemes or legal expenses insurance companies are 

regulated in other jurisdictions. In the UK, legal expenses 
insurance is regulated under the Insurance Company (Legal 
Expenses Insurance) Regulations, 1990. In the EU, the 1987 Legal 
Expenses Insurance Directive regulates legal expenses insurance.  
The regulations define legal expenses and insurance and enshrine 
the insured’s freedom to choose a lawyer or arbitration. 

 
1418. It is recommended that the business of legal aid be licensed and 

supervised considering the mushrooming of unregulated legal aid 
schemes collecting monthly premiums from members of the public.  

 
1419. If the recommendations to regulate medical and legal aid schemes 

are acceptable, the definitions section of the Act should be 
amended to contain the definitions.  In addition, the new section 
on objectives of the Act should incorporate the recommended 
regulation of NSSA, medical aid schemes and legal aid schemes.  
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Section 4: Functions and Powers of the Commission 
 
1420. Considering the significant role of pension fund administrators in 

Zimbabwe, it is imperative that they too be registered, regulated 
and monitored by IPEC. It is, therefore, recommended that 
subsection (1)(b) be amended to specify the requirements to 
register, regulate and monitor pension fund administrators, in 
addition to pension and provident funds.  

 
Insert the Following New Functions of the Commission: 

 
1421. The functions provided for in this section are not comprehensive 

enough. It is, therefore, recommended that the following functions 
be added:- 

 
a) to ensure that consumers of insurance and pension services 

are treated fairly; 
 

b) to promote the soundness of pension funds, fund 
administrators and insurance companies, among other 
players; 
 

c) to resolve expeditiously complaints submitted by subscribers 
for insurance and pension services; 
 

d) to provide, promote or otherwise support financial education, 
awareness and confidence regarding insurance and pension 
products, institutions and services. 

 
Section 5: Board Composition 

 
1422. In paragraph (a) of subsection (2), there is conflict of interest in the 

Secretary for Finance’s representation on the Board that is 
accountable to his Ministry. In addition, the Secretary advises the 
Minister on appeals against the Commission, when he would have 
participated in the decisions being appealed against. In this regard, 
it is recommended that the requirement for representation of the 
Secretary for Finance as a member of the Board be repealed in 
order to ensure operational independence of the Regulator.  

 
1423. The Commission recommends that the composition of the Board 

be expanded from the current three members to a minimum of 
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seven and a maximum nine members. This would ensure skills 
balance and practicalities in appointing Board committees.  

 
1424. Furthermore, the Nominations Committee, which is being 

recommended by the Commission, and the Minister will ensure 
that the Board members at any one time, will include the following: 

 
a) A retired judge or a registered legal practitioner, with some 

financial sector experience; 
 

b) a registered public accountant, public auditor or chartered 
accountant; 
 

c) an economist with financial sector experience; 
 

d) a person with experience in the insurance and pensions 
sector; 
 

e) a person with actuarial, mathematical and statistical 
experience in the insurance and pensions sector; and 
 

f) a person with experience in consumer activism in insurance 
and pension services.   

 
Section 5: Identification of Board Members for the Commission 

 
1425. In order to promote transparency, objectivity and diversity in the 

identification and selection of Board members of IPEC, it is 
recommended that a Nominations Committee be established that 
will be responsible for identifying suitable persons from which the 
Minister shall appoint the Board members. 

 
1426. Furthermore, it is recommended that the Act should require the 

Minister, when he has declined to appoint as a Board member a 
qualified person recommended by the Nomination Committee, to 
notify, the Committee, in writing, of that fact, giving reasons without 
delay and invite the Committee to recommend another person for 
appointment. 

 
New Section: Nominations Committee 

 
1427. It is recommended that a section be inserted, which requires the 

Minister to constitute a Nominations Committee for the purpose of 
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identifying suitable persons for appointment as Board members of 
IPEC.  

 
1428. The Nominations Committee should consist of— 
 

a) one representative from an insurance and pensions industry 
association;  
 

b) one representative from a pressure group or organisation 
representing  the rights of consumers of insurance and 
pensions services;  
 

c) one Government representative from the Ministry of Finance 
and Economic Development; 
 

d) one representative of the banking sector;  
 

e) one representative of the Association of Investment 
Managers;  
 

f) one representative of the interests of insurance and pensions 
stakeholders; and 
 

g) two other persons considered by the Minister to be suitable.  
 
1429. If any of the associations or organisations referred to above fails 

to submit a nominee within a reasonable time after being 
requested to do so, the Minister shall appoint someone that he or 
she considers to be fit to be a member of the Nominations 
Committee, and the person so appointed shall become a member 
of the Committee in all respects as if he or she had been duly 
nominated and appointed. 

 
1430. Members of the Nominations Committee shall hold office for such 

period not exceeding five years, as the Minister may fix on their 
appointment: However, a member may resign at any time by notice 
in writing to the Minister. 

 
1431. The Nominations Committees shall meet whenever it is called 

upon by the Minister to recommend a person for appointment as a 
Board member, and the committee’s procedure at its meetings 
shall be as determined from time to time by its members. 
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Remuneration of Members of the Nominations Committee 
 
1432. Sitting fees shall be paid to members of the Nominations 

Committee from the income of the Commission as prescribed by 
the Minister from time to time. No retainer fee shall be paid to a 
member of the Committee. 

 
 

Section 6: Disqualifications for Appointment as Member 
 
1433. In line with good corporate governance principles, it is 

recommended that a new subsection be inserted to empower the 
Nominations Committee and the Minister to disqualify from 
appointment as a Board member, any person associated with the 
failure of a financial institution, whether at shareholding level or 
Board level or in senior management. 

 
1434. It is further recommended that any person who is directly or 

indirectly employed by, or has a shareholding in, an IPEC licensee 
be disqualified from appointment as a Board member or being 
appointed to an executive management position in IPEC. This will 
assist in reducing conflict of interests arising from multiple and 
interlocking Board memberships as well as conflict between 
shareholder and management interests. In addition, it is 
recommended that any person who sits as a Board member on 
more than four other institutions or organisations be disqualified 
from appointment as a member of the IPEC Board. Board 
members must be obliged to disclose conflicts of interests on an 
on-going basis. 

 
1435. It is recommended that a person who has previously served as a 

member of the IPEC Board, shall not be eligible for re-appointment 
before 10 years has elapsed since the expiry of his or her last 
appointment. 

 
Section 7: Term of Office for Board Members 

 
1436. It is recommended that the term of IPEC Board membership be 

limited to two 3 year terms, in order to prevent career members on 
the IPEC Board. 
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Section 14: Committees of Board 
 
1437. In order to minimise instances of regulatory failure, or inadequate 

enforcement of the Act, it is recommended that the Minister be 
empowered to prescribe in regulations, the minimum number of 
Board committees e.g. Legal, Corporate Governance and 
Actuarial, drawing experiences from other jurisdictions. 

 
Section 19: Appointment and Function of Commissioner  

 
1438. Considering the technical nature of the industry, it is recommended 

that the Act be explicit on the minimum qualifications, skills and 
experience of the person to be appointed by IPEC as 
Commissioner. In this regard, it is recommended that the 
Commissioner should, at the minimum, have extensive knowledge 
of the financial service sector, including insurance and pension 
fund administration, investment management and actuarial or 
regulatory experience. In addition, the Commissioner should have 
a minimum of 10 years managerial experience.  

 
1439. Furthermore, it is recommended that a subsection be inserted to 

prescribe the maximum term of office of the Commissioner be two 
five-year terms, subject to satisfactory performance.  

 
1440. It is recommended that, in the event that the IPEC Commissioner 

is dismissed from office, the reasons for the dismissal shall be 
publicly disclosed to foster public accountability and confidence in 
the work of IPEC. 

 
Section 27: Accounts of the Commission 

 
1441. The Act currently requires that the accounts of IPEC are submitted 

to the Minister but without prescribing a time-frame within which 
they should be submitted. It is recommended that a three-month 
period be prescribed, which is in line with good practice in the 
financial services industry. 

 
New Provisions 

 
Recommended New Schedule 

 
1442. While the First Schedule of the Act, stipulates the powers of the 

Commission, these are of an administrative nature. In this regard, 
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it is recommended that another Schedule, entitled “Regulatory 
Powers of the Commission”, be inserted to ensure smooth 
execution of its functions. The regulatory powers of the 
Commission, which are informed by the standards set out by IOPS 
and IAIS shall be as follows: 

 
a) to obtain any information from the licensed entities that is 

necessary for the Commission to be able to exercise its  
supervisory role; 
 

b) to conduct fitness and probity tests of shareholders of 
insurance companies or insurance brokers and fund 
administrators, their Board members or trustees and other key 
positions in all licensees, including the power to require the 
insurer to replace or restrict the power of Board members, 
senior management, key persons in control functions, 
significant owners and external auditors; 
 

c) to conduct on-site supervision and risk-based supervision; 
 

d) to conduct group-wide supervision; 
 

e) to recommend the review of legislation governing the 
insurance and pensions sector; 
 

f) to exchange information with insurance and pension 
supervisors in other countries;  

g) to publish, within three months of the end of each financial 
year, an annual report setting out how the Commission has 
carried out its functions during that financial year; 
 

h) to provide guidance on the valuation methods for calculating 
funding levels, the target funding level, the amortisation or 
recovery period for meeting situations of underfunding and the 
means through which funding gaps will be closed; 
 

i) to provide for minimum standards that must be enshrined in 
an investment policy statement; 
 

j) to prescribe corporate governance requirements for all 
licensees; 
 



377 
 

k) in the event of change of currency, to prescribe in consultation 
with the Monetary and Fiscal Authorities, how to convert 
insurance and pension contracts originated in the former 
currency; and 
 

l) to approve, register and regulate all insurance and pension 
products.  
 

Protection of IPEC Staff for Actions Done in Good Faith 
 
1443. The Act does not provide sufficient protection of IPEC staff for 

actions undertaken in good faith. It is, therefore, recommended 
that the staff be protected for actions done in good faith while 
discharging their duties, provided they have not acted illegally. The 
protection should be against the costs of defending their actions 
while discharging their duties. In addition, it is recommended that 
IPEC directors and members of staff be indemnified for actions 
done in good faith in the exercise of their duties. 

 
Protection of Confidential Information 

 
1444. The Insurance Core Principles place significant emphasis on the 

protection of privileged confidential information. In this regard, it is 
recommended that IPEC’s members of staff and any individual 
acting on its behalf, should be required to protect confidentiality of 
all information in the possession of the Commission, including 
confidential information received from other regulators. 
Furthermore, it is recommended that wrongful disclosure of 
confidential information be subject to penalties which will be 
prescribed from time to time.  

 
Mechanisms to Facilitate Whistle-Blowing 

 
1445. Whilst whistle-blowing is an integral aspect of proactive regulation, 

the Act does not provide for such. It is, therefore, recommended 
that the Act empowers IPEC to provide for a process for the 
submission of disclosures by any person who, in the exercise of 
his or her duties or was offering service to licensees, becomes 
aware of any matter, which in his or her opinion, may prejudice 
members of a pension fund or policyholders. Such disclosures 
may, but should not be limited to, the following:- 
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a) auditors; 
b) valuators; 
c) principal officers; 
d) Board of directors or trustees; 
e) compliance officers; and  
f) general employees. 

 
Protection of Whistle-Blowers 

 
1446. Disclosures under the recommended new section above, must be 

protected against any lawsuit or detriment, including operational 
detriment. 

 
Exchange of Information 

 
1447. The Act does not provide for IPEC to exchange information with 

other regulators, domestic or foreign, in line with best practice that 
requires insurance group structures to be sufficiently transparent. 
In this regard, it is recommended that IPEC be empowered to 
obtain and exchange supervisory information with other domestic 
and foreign regulators.  

 
Term of Office of Board Members of IPEC Licensees 

 
1448. It is recommended that the term of office of a member of the Board 

of a licensee be limited to two 3 year terms, in order to prevent 
career Board members on the institutions. 

 
1449. A member of the Board of a licensee must not be allowed to 

become a member of the Board of any other licensee in order to 
prevent incestuous association.  

 
Market Conduct 

 
1450. Currently, there is no market conduct function in IPEC to deal with 

‘treating customers fairly.’ Furthermore, there is no complaints 
desk or dedicated department that deals with public complaints 
against an insurance or pension service provider. In this regard, it 
is recommended that a new section be inserted to provide for the 
establishment of a complaints desk at IPEC, since the protection 
of the interests and rights of policyholders, pension fund members 
and pensioners is core to the development of the industry. 
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Establishment of an Appeals Board 
 
1451. It is recommended that there be established an Appeals Board that 

will handle appeals lodged in terms of the Insurance Act or the 
Pension and Provident Funds Act. The justification for the 
recommended Appeals Board is to ensure:- 

 
a) the removal of the possible undue political influence arising 

from the Minister handling appeals against decisions of the 
Regulator; 
 

b) the speedy resolution of appeals through a dedicated and 
specialised  appeals Board; 
 

c) transparency in decision-making by a Board as opposed to an 
individual officer in the Ministry of Finance and Economic 
Development. 

 
Composition of the Appeals Board 

 
1452. The Appeal Board should consist of as many members, appointed 

by the Minister, as the Minister considers to be necessary, 
including- 

 
a) at least two registered legal practitioners with a minimum of 

10 years’ experience, or  retired judges; and 
 

b) at least four persons who, in the opinion of the Minister, have 
experience and expert knowledge of the financial services 
industry. 

 

Disqualification from Membership of the Appeals Board 
 
1453. A person shall not be a eligible for appointment to the Appeal 

Board if he or she:- 
 

a) is not a citizen of Zimbabwe or is not ordinarily resident in 
Zimbabwe; or 
 

b) is an office-bearer of any political party; or 
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c) is a member of Parliament or a councillor of a city or town or 
council; or 
 

d) is an unrehabilitated insolvent or becomes insolvent and the 
insolvency results in the sequestration of his or her estate; or 
 

e) is subject to an order of court holding him or her to be mentally 
unfit or disordered; or 
 

f) has been removed from an office of trust; or 
 

g) has been convicted, in Zimbabwe or elsewhere, or of theft, 
fraud, forgery or uttering a forged document, or perjury, or an 
offence involving dishonesty. 
 

1454. The Minister must remove a member from office if that member no 
longer meets the criteria. Furthermore, the Minister may, if the 
performance of the Appeals Board is, in his or her opinion, 
unsatisfactory, terminate the period of office of all the members of 
the Board. 

 
Term of Office of Members of the Appeals Board 

 
1455. A member of the Appeals Board shall be appointed for a period of 

three years and may be reappointed for a second three-year term. 
 

Chairmanship of the Appeals Board 
 
1456. The Appeals Board must be chaired by a former judge or a 

registered legal practitioner with at least 10 years’ experience. The 
Minister shall appoint a chairperson and a deputy chairperson of 
the Appeals Board from the members of the Board.  

 
1457. A member of the Appeals Board who is not in the full-time 

employment of the State shall be entitled to the remuneration and 
allowances as the Minister may, from time to time, determine. 
IPEC shall be responsible for the expenditure of the Appeals Board 
and shall provide the Secretarial support for the Appeals Board. 

 
1458. Appeal procedures and hearing procedures, shall be prescribed in 

regulations made by the Minister.  
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Powers of the Appeals Board 
 
1459. The Appeals Board shall have similar powers to that of a 

magistrate. Anyone aggrieved by the decisions of the Appeals 
Board shall appeal to the High Court. 

 
Recommended amendments to the NSSA Act 
 

General Comments: 
 

Regulation of NSSA 
 
1460. Currently, NSSA is not prudentially supervised as it only receives 

policy directions from the Ministry of Public Service, Labour and 
Social Welfare. In its inquiry, the Commission identified the 
following challenges relating to NSSA:-  

 
a) very low benefits to its members; 

 
b) poor investment decisions; 

 
c) high operating expenses in excess of limits set by actuaries. 

These are largely driven by staff costs and insider loans; 
 

d) poor record-keeping and questionable integrity of data; 
 

e) poor corporate governance and practices at management and 
Board level; 
 

f) non-remittance of contributions by employers. 
 
1461. In view of the systemic importance of NSSA in the pensions and 

financial services industry and the economy at large, the 
Commission recommends that NSSA be regulated under IPEC. 
This will enhance its accountability, consolidate insurance and 
pension regulation, and foster co-existence of NSSA and 
occupational pension schemes. Lessons can be drawn from 
reforms instituted in Ghana, Kenya and Uganda, among others, 
where social security schemes have been placed under prudential 
supervision.  
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Objectives of NSSA 
 
1462. The Commission recommends that the objectives of NSSA be to:- 
 

a) provide basic social security for its members and their 
dependants for the various contingencies as provided for in 
the Act; 
 

b) improve membership benefits paid out of the scheme; and 
 

c) increase membership coverage of the social security scheme. 
 

Section 3 – Establishment of Schemes 
 
1463. The Commission noted during public hearings conducted 

countrywide that students on attachment are not covered under 
NSSA’s Workers Accident Prevention and Compensation 
Scheme. Furthermore, some would not be covered by the 
employers insurance.  

 
1464. In the quest for equity at the workplace, the Commission 

recommends that subsection (2)(a) be amended to include a 
provision that will require NSSA to cover injuries of students on 
attachment, even though they are not full-time employees. 

 
Section 3A – Duty to Comply with Scheme 

 
1465. This section provides for a fine not exceeding level 5 or 

imprisonment for a period not exceeding 6 months or both in the 
event of a contravention of the scheme. The Commission 
recommends that more dissuasive penalties be prescribed for non-
compliance with the Act. 

 
Section 6:  Constitution of the Board 

 
1466. The section does not clearly recognise the multiplicity of trade 

union federations, as well as employer federations, leaving the 
discretion to the Minister to choose from which federation a worker 
representative will be drawn. In this regard, the Commission 
recommends that the appointees be nominated from the most 
representative bodies of employees and employers.  
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1467. Furthermore, considering the specialised nature and complexity of 
the industry, it is recommended that the following skills and 
qualifications be considered, at a minimum, when appointing 
NSSA Board members; 

 
a) person registered as a legal practitioner with financial sector 

experience; 
 

b) person registered as a public accountant, public auditor or 
chartered accountant; 
 

c) an economist; 
 

d) person with experience in social security, insurance, pension 
industry, investment management or banking; 
 

e) person with actuarial, mathematical or statistical experience 
in the insurance and pensions sector; 
 

f) person with experience in information, communications and 
technology. 

 
Board members should be chosen based on qualifications and 
competence.   

 
Personal Liability of Board Members 

 
1468. In the NECI  Report of 2011 and the 2015 Deloitte Forensic Audit 

Report, there are a number of instances where it is clear that the 
interests of Board members conflicted with those of NSSA, The 
report covers the chairmanship of two chairpersons who both 
appear to have been involved in the operations of NSSA, for 
instance going to Canada to assess performance of a potential 
service provider, directing management on who to deal with and 
what to do regarding investments (Ballantyne Park acquisition and 
Star Africa equity acquisition), questionable relations with sellers, 
loans granted to companies belonging to a Board member who 
was also chairperson of the Investments Committee. The 
Chairman in particular, Mr. Nhau, appeared to have a lot of 
influence because he directed management to purchase the 
Ballantyne Park property and to purchase the Star Africa shares at 
11 cents, even though the technocrats at NSSA had recommended 
10 cents. All this was happening despite NSSA having a very 
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comprehensive Board charter which details director duties, 
including the duty to act in good faith and to avoid conflict of 
interests. To ensure directors take the provisions of the Charter 
seriously, it is recommended that a personal liability section be 
included in the Act as a deterrent measure. 

 
Section 7: Conditions of Office of Members 

 
1469. This section does not provide term-limits for Board members in line 

with good corporate governance practice. It is recommended that 
the term of office of a Board member be limited to three years, after 
which a member would be eligible for re-appointment for a second 
and final term.  
 
Section 8: Disqualification for Appointment as a Board Member 

 
1470. The Act does not provide fitness and probity tests on an on-going 

basis to assess honesty, knowledge and integrity. In line with the 
recommendation to place NSSA under the purview of IPEC, this 
section should provide for an on-going fitness and probity test of 
board members by the Regulator. 

 
Section 13: Committees of Board 

 
1471. The requirement in subsection (1) to seek Ministerial approval for 

the Board to set up its technical committees infringes on the 
operational independence of the Board. To address this, it is 
recommended that this requirement be repealed and replaced by 
a provision empowering the Board to establish committees which, 
at a minimum, should include actuarial, investment, legal and 
benefit payments committees. 

 
Section 16: Board Members to Declare Personal Interest 

 
1472. Related party transactions and insider loans, among other ills, 

have been cited in the NECI 2011 report on NSSA, as well as in 
2015 Forensic Audit Report by Deloitte and Touché as activities 
haemorrhaging NSSA. It is recommended that the section be 
amended to preclude board members from having any direct or 
pecuniary interest in contracts of whatever nature which involve 
NSSA, in order to avoid situations of personal aggrandisement.  
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1473. This would eliminate undue influence on other Board members, 
even in instances where a member would have recused himself or 
herself from taking part in the considerations, discussions or to 
vote on matters in which he or she has a personal interest. The 
same provisions should apply to management. 

 
Section 18: Transaction of Business of an Urgent Nature 

 
1474. This section vests powers in the chairman of the Board to act alone 

on matters of urgency. The 2015 Forensic Audit Report revealed 
abuse of this provision by a former chairperson of NSSA for 
personal gain, camouflaging it as urgent business. Furthermore, 
some decisions are not capable of being rescinded or varied once 
made, hence, it would not be in the best interests of NSSA 
subscribers to retain this section in its current format. 

 
1475. In this regard, it is recommended that the section be amended to 

provide for a decision on urgent issues to be made through round-
robin among Board members.  

 
Section 23: Principles to be observed by the Authority 

 
1476. This section requires NSSA to keep its expenses as low as is 

consistent with the provision of efficient services to contributors 
and beneficiaries of any scheme. This appears to be a moral-
suasion type of provision and does not confer powers on the 
Regulator or the Minister to prescribe limits. To that end, NSSA 
has been incurring huge operational expenses to the detriment of 
the benefits payable to members.  

 
1477. It is, therefore, recommended that operational expenses to income 

ratio of NSSA be prescribed through regulations in order to remove 
the subjectivity of the current provisions.  

 
Section 24: Reports of Authority 

 
1478. This section does not provide a format or time-lines for filing of 

reports of the Authority. The current practice is such that reports 
take long to be produced, and often contain inadequate 
information.  

 
1479. It is, therefore, recommended that the section be amended to 

empower the Minister to prescribe the format of the report and that 
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the report should be tabled before Parliament within three months 
after the end of a financial year.  
 
Section 25: Appointment of General Manager 

 
1480. This section confers power to conduct fitness and probity tests on 

the general manager on the office of the Minister. Furthermore, 
there are no term limits for the position of general manager. 

 
1481. In line with the proposal to place NSSA under a prudential 

supervisor, it is recommended that the general manager’s 
appointment should be approved by the Regulator, for the 
purposes of assessing fitness and probity. Furthermore, it is 
recommended that the general manager be appointed for a period 
of five years and then he or she could be re-appointed for one 
additional term of five years, in line with good corporate 
governance. The power to appoint the general manager should be 
vested in the Board, to remove possible political influence in the 
appointment of this key functionary at NSSA.   

 
Section 26: Appointment of Actuary and Review of Schemes 

 
1482. This section provides for the approval of the appointment of an 

actuary by the Minister. Consistent with the proposal to place 
NSSA under a prudential supervisor. It is also recommended that 
the Board should appoint the actuary and that the frequency of 
actuarial valuations be prescribed through regulations. 

 
Section 27: Powers of the Minister to give Directions 

 
1483. This section empowers the Minister to give policy directives to 

NSSA on matters of national interest. Such powers are too wide 
and discretionary, such that the Minister may interfere with the 
functions of the Authority. It is, therefore, recommended that the 
section be repealed as it may be used to interfere with the 
operations of NSSA. 

 
Section 32: Accounts of the Authority 

 
1484. This section requires NSSA to prepare and submit statements of 

accounts to the Minister within six months after the end of the 
financial year, which period is considered to be too long from a 
prudential supervision perspective. In line with good practices in 



387 
 

prudential supervision, it is recommended that NSSA be required 
to file quarterly financial reports, which should be presented to the 
Regulator. Furthermore, the audited annual accounts should be 
filed with the Minister and also the Regulator within three months 
after the end of each financial year.  

 
Section 33 – Audit of Accounts 

 
1485. This section does not provide for the rotation of auditors in line with 

good practice. It is recommended that the rotation of auditors takes 
place every five years. In order to keep pace with developments in 
the audit profession, the requirement to rotate auditors can be 
cross-referenced to the Audit Profession Act. 
 
Section 34 – Powers of the Auditor 

 
1486. This section does not obligate the auditor to disclose any matter to 

the Regulator which, in his or her opinion, would prejudice 
members or affect the solvency of the institution. It is 
recommended that this section contains a provision which 
obligates the Auditor to disclose any matter to the Regulator which, 
in his or her opinion, prejudice members or affect the solvency of 
the institution, in the interests of protecting members of the public. 

 
New Provisions - Pension Contribution Arrears 

 
1487. There is a serious problem of employers not remitting both 

employer and employee contributions to NSSA, despite 
deductions having been effected. It is, therefore, recommended 
that the following provision be inserted in the Act: 

 
a) notwithstanding any provision in the rules of a registered fund 

to the contrary, the employer of any member of such a fund 
shall pay the following to the fund in full, namely-    

 
i. any contribution which, in terms of the rules of the fund, 

is to be deducted from the member’s remuneration; and 
ii. any contribution for which the employer is liable in terms 

of those rules. 
 

b) the minimum information to be furnished to the fund by every 
employer with regard to payments of contributions made by 
the employer shall cover, at a minimum, the following:  
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i. member’s current and previous month’s salary; 
ii. the employer and the employee’s contribution rate 

effected on the salary; 
iii. the employer and the employee’s monetary contribution; 
iv. a summary report indicating membership reconciliation, 

taking into account new entrants, exits and total employer 
and employee monetary contributions. 

 
c) if the information in (b) above does not accompany the 

payment of a contribution, the information shall be transmitted 
to the fund concerned not later than 14 days after the end of 
the month in respect of which the payment was made. 
 

d) Any contribution to a fund in terms of its rules shall be 
transmitted directly into the fund’s account with a bank 
registered in terms of the Banking Act, not later than seven 
days after the end of the month for which such a contribution 
is payable. 
 

e) In the case of a fund consisting exclusively of one or more 
policies of insurance with an insurer carrying on long-term 
insurance business in terms of the Insurance Act, the 
contribution shall be forwarded to the insurer concerned in 
such a manner as to have the insurer receive the contribution 
not later than seven days after the end of that month. 
 

f) An amendment of the rules of a fund relating to the reduction 
of contributions or the suspension or discontinuation of the 
payment of contributions shall not affect any liability to pay any 
contribution which became payable at any time before the 
date of the resolution whereby the amendment was effected, 
irrespective of the date on which the amendment may take 
effect. 
 

g) When a person who, for any reason except a reason 
stipulated under section 10 or 27, has ceased to be a member 
of a fund (in this subsection called the first fund), is in terms of 
the rules of another fund admitted as a member of the other 
fund and allowed to transfer to that other fund any benefit or 
any right to any benefit to which such person had become 
entitled in terms of the rules of the first fund, the first fund 
shall, within 60 days of the date of such a person’s written 
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request to it or, if applicable, within any longer period 
determined by the Regulator on application by the first fund, 
transfer that benefit or right to the other fund in full. The 
transfer shall be subject to deductions that may be prescribed 
from time to time.  
 

Reporting on Non-remittance of Contributions 
 
1488. For the purpose of monitoring and ensuring compliance with this 

section, the principal officer of the fund or any authorized person 
shall, at the times and in the manner and format prescribed, submit 
reports to the Regulator concerning contributions received and 
contributions not remitted. 

 
Interest on Non-remitted Contributions 

 
1489. Interest, at a rate prescribed, shall be payable from the first day 

following the expiration of the period in respect of which such 
amounts were payable on:-  

 
a) the amount of any contribution not transmitted into a fund or 

insurer’s bank account after the expiration of the period 
prescribed for remitting contributions; 
 

b) the amount of any contribution not received; 
 

c) the value of any benefit, or right to any benefit, not transferred 
by the first fund to the other fund after the expiration of the 
prescribed period of 60 days. This interest shall be paid by the 
defaulting employer and not by the employees concerned.  

 
Personal Liability on Non-remittance of Pension Contributions  

 
1490. For the purposes of this section, the following persons shall be 

personally liable for non-compliance with the requirement to remit 
pension contributions: 

 
a) if an employer is a company, every director and every 

executive who is regularly involved in the management of the 
company’s overall financial affairs; and 
 

b) in respect of any other employer of any legal status or 
description that has not already been referred to in paragraph 



390 
 

(a) above, every person in accordance with whose directions 
or instructions the governing body or structure of the employer 
acts or who controls or is regularly involved in the 
management of the employer’s overall financial affairs.  

 
Record of Personally Liable Persons 

 
1491. Every fund must request the employer, in writing, to notify it of the 

identity of any such person personally liable in terms of the 
previous section. In the event that an employer fails to comply with 
the requirements of this provision, all the directors, in the case of 
a company, or all the persons comprising the governing body of 
the employer, as the case may be, shall be held personally liable. 

 
1492. A Board of a fund must report any non-compliance with the 

provisions of this section, in accordance with such conditions and 
in the format as is prescribed.  

 
Non-remittance of Contributions due to Employer Viability 
Challenges 

 
1493. Where the employer fails to remit contributions due to non-

payment of salaries owing to viability challenges, the employer 
should engage his or her employees as stipulated in the Labour 
Act and the Fund shall be preserved not longer than 12 months. 
Where an employer is paying part-salaries, the employer shall be 
obliged to remit a corresponding percentage of pension 
contribution to the pension fund. 

 
1494. A number of sections in the Act empower the Minister to make 

operational decisions including :- 
 

a) section 29 – investments approved by the Minister- liquid 
proportion is set by Minister; 
 

b) section 30 – establishment of reserves subject to Minister’s 
approval; 
 

c) section 33 – appointment of auditors subject to Ministerial 
approval; 
 

d) section 39 – appointment of inspectors. This is an operational 
issue. It is recommended that this be done by the Authority, 
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so everywhere where reference is made to the Minister in this 
section should be substituted by the Authority; 
 

e) seeing that the involvement of a Minister has resulted in NSSA 
incurring losses, it is recommended that any such reference 
in the Act be removed, NSSA should be allowed to operate as 
an independent entity.  
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CHAPTER 10: 
 
ROLE AND CONTRIBUTION OF THE INSURANCE AND PENSION 

INDUSTRY IN THE FINANCIAL SERVICES SECTOR AND THE 
ZIMBABWEAN ECONOMY, 1996-2014 

 
Introduction 
 
1495. The insurance and pensions industry plays a significant role in 

mitigating losses arising from uncertainties, savings mobilisation, 
financial sector deepening, capital markets development, 
infrastructure development and, hence, leveraging economic 
growth and national development.  

 
1496. The above roles have been confirmed by numerous studies that 

have examined the relationship between the development of the 
industry and the overall economic development, including financial 
sector development. There is, therefore, a direct and positive 
relationship between the growth and size of the insurance and 
pension industry and that of the overall economy, as the sector 
underwrites business from the performance of the economy.  

 
1497. However, the direction of causation is not clear, suggesting a 

mutually reinforcing (symbiotic) relationship. While the insurance 
and pension industry may contribute to the development of 
financial markets (financial deepening), the latter also facilitates its 
evolution. Studies have shown that countries that have very low 
penetration rates relative to their GDP per capita, such as Libya, 
Algeria, Angola and Gabon, typically do have underdeveloped 
financial sectors. As a result, it has been observed, for instance, 
that the insurance penetration ratio, as measured by premiums 
relative to national income, assumes an S-shaped relationship that 
begins at a low level, rising steeply among middle-income 
countries, before flattening out.  

 
1498. According to a 2015 study by the European Systemic Risk Board 

(ESRB), there is a positive relationship between gross national 
income and insurance penetration, as measured by direct gross 
insurance premiums as a percentage of GDP. The relationship 
was found to hold for European countries as well as other OECD 
members such as the USA, Canada, Japan and Australia. Ireland 
and Luxembourg were the outliers considering their abnormally 
high penetration ratios owing to the very large international 
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insurance sectors, whilst Norway had exceptionally low insurance 
penetration.  

 
1499. Compared to other sub-sectors of the financial services sector, the 

life insurance and pension industry is unique in that it underwrites 
long-term liabilities and undertakes long-term investments that are 
suitable for financing large and long-term outlays of capital such 
as infrastructure.  

 
1500. The main elements of the business models of insurance units and 

pension funds which differ substantially from, and often 
complement, those of banks are summarized in the Table below. 

 
Business Models of Insurance and Banking 
Area  Insurance  Banking  
Business 
scope  

Risk pooling and risk 
transfer  
Long-term savings  

Payment services  
Short-term savings  
Lending  

Funding  Liability-driven  
Up-front premiums  
Limited issuance of 
securities  
Limited use of inter-
company 
borrowing/lending  
Assets and liabilities 
mostly linked  

Liability and market funding-
driven  
Mostly short-term funding  
Issuance of securities  
Interbank borrowing/lending 
significant  
Assets and liabilities not 
closely linked  

Balance 
sheet 
cyclicality  

Business cycle influences 
balance sheet to a limited 
extent  
Possible insurance cycles  

Assets and liabilities exposed 
to business cycle  

Risks  Substantial interest rate 
risk  
Low liquidity risk  
Low interconnectedness 
among primary insurers  
Assumed risk can be 
transferred through 
reinsurance  

Substantial credit risk  
High liquidity and funding risk  
Substantial exposures among 
institutions (interbank and 
repo)  
Assumed risk can be 
transferred through 
securitisation  

ALM and 
investment  

Relatively stable funding  
Liability-driven investment  

Short-term and market-based 
funding  
Asset-driven investment  

Source: European Systemic Risk Board (ESRB), 2015,  
 
1501. There are various mechanisms through which the insurance and 

pension industry contributes to growth and overall economic 
development. A review of the literature points to several functions 
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of the insurance and pension industry in any economy as shown 
in the following sections:-  

 
Risk Pooling 
 
1502. The basic principle of risk-management and mitigation in 

insurance is to avert the adverse consequences of risks when they 
happen on individuals, households, corporates and ultimately 
economies. The core function of insurance is, therefore, to protect 
individuals, households and corporates against risks.  

 
1503. Economic agents can ‘insure’ themselves through channels such 

as building up of reserves, securing lines of credit and acquisition 
of diverse human capital. However, these may prove to be 
mechanisms which are expensive to generate adequate reserves 
to cope with risks, obtain the needed information to make sound 
investments and pay transaction costs. The best strategy is, 
therefore, to pool resources to cover the eventuality of the risk 
materialising through jointly contributing by way of premiums and 
contributions.  

 
1504. Because of the large number of participants in the insurance pool, 

a necessary precondition is that the pooled risks are independent, 
as not all individuals are affected at the same time. As is the case 
with banking, insurance works on the basis of the law of large 
numbers and that events do not affect all equally and at the same 
time. In addition, an insurance company can further reduce its 
exposure to loss by passing part of the risk to a reinsurer, thus 
pooling risk across a wider range of individuals, risk factors and 
geographical areas. 

 
1505. Thus, a core function of insurance is the dampening of shocks that 

may be too severe for individuals without having to create large 
immediate costs to others. Hence, with their longer time horizon, 
insurers may even be more effective than organized financial 
markets in providing smoothing effects through cycles, as they can 
build up reserves during ‘good’ periods and run them down during 
‘bad’ periods. In the event of massive catastrophe, Governments 
typically come in to assist as was the case with the 2008 to 2009 
global financial crisis. 

 
1506. For the purposes of appreciating the extent of risk pooling by the 

insurance and pensions industry in Zimbabwe, the Commission 
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intended to assess the number of policyholders and pension 
contributors, as well as the amount of contributions and premiums 
over the investigation period of 1996 to 2015. However, the 
Commission observed serious data integrity challenges, even 
among leading insurance companies and pension funds. In this 
regard, premiums or contributions and membership records for the 
post-dollarisation period will be analysed as depicted in the Table 
below.  

 
1507. The total contributions and premiums of the insurance and pension 

industry in Zimbabwe, including NSSA, increased from US$375 
million in 2009 to US$1.1 billion in 2015, averaging US$866 million 
over the period. Such a level of pooled resources suggests that, if 
properly incentivised and managed, the sector could play a critical 
role in savings mobilisation and investment. This is particularly the 
case if the economy could leverage a sustained period of macro-
economic stability and growth, preconditions for the sector to 
maximise its underwriting potential.   

 
1508. If the contribution arrears that have emerged are factored in, which 

totalled US$386 million as at September 2016 (see in Table 
below), this would imply the total contributions and premiums 
collected by the industry would easily reach US$1.5 billion. 

 
Insurance and Pension Industry Contributions Arrears, 2015-16 (US$) 
 

 
Source: IPEC Unpublished Data. 
 
1509. Another way of checking the growth and contribution of the 

industry in terms of pooling of resources is to assess the level of 
the pooled resources relative to the size of the economy. The 
Table below shows trends in Zimbabwe’s insurance penetration 
ratio for the period 1997 to 2015, which is a measure of premiums 
as a percentage of GDP. This is an indicator of the level of 
development of the insurance sector in the country. However, the 
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figures for insurance penetration do not include general (non-life) 
insurance, which was not investigated by Commission.  

 
Life Insurance Penetration Ratio (Premiums to GDP), 1997-2015 

 
Source: Derived from Commission Data and Unpublished Zimstat Data. 

 
1510. Benchmarked against regional and international comparators, the 

life insurance penetration ratio for Zimbabwe is high, at 5% from 
2012 to 2015, itself a reflection of the formalised and developed 
nature of the private sector business and competition in the 
industry. The insignificant ratios for the periods 2006 and 2007 
reflect the impact of inflation in that period. GDP captured the full 
impact of inflation. Salaries, from which contributions and 
premiums emanate, failed to keep pace with inflation, as well as 
premiums, which were not indexed to inflation. This is supported 
by a 2011 World Bank study on ‘What Drives the Development of 
the Insurance Sector?’, which found that inflation is a key 
determinant of the demand for insurance as it erodes the value of 
insurance policies, making them less attractive. 

 
1511. In 2013, for example, the average insurance penetration ratio for 

Africa was 2.9%. When South Africa, which has the most 
developed insurance industry on the continent, is excluded, the 
average falls to 0.9%.5 It is, therefore, not surprising that the 
insurance market in Africa is still underdeveloped, given that most 
people on the continent cannot afford insurance premiums. In such 
a scenario, life insurance is not an affordable option for most 
people, since individuals only think about long-term savings after 
their short-term needs are fulfilled. As highlighted in the KPMG 

                                                           
5 See KPMG, (2015). Sector Report, Insurance in Africa.  
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Report of 2015, access to insurance products only starts to 
increase quickly in the upper middle income groups.  

 
1512. Thus, owing to lack of income, which is the main determinant of 

the depth of the insurance industry in an economy, insurance 
penetration in Africa remains low. This is the case due to the 
following factors: 

 
a) people do not trust financial service providers;  

 
b) given high levels of poverty and the challenging business 

environment, there is inadequate incentive for multinational 
companies to enter the African markets and develop the 
sector; 
 

c) there is lack of reliable information, which makes it difficult to 
assess people’s creditworthiness;  
 

d) the legal and judicial systems are poor;  
 

e) there is inadequate human capital and expertise;  
 

f) financial markets are shallow, which makes it difficult to raise 
enough money to capitalise insurance/re-insurance 
companies;   
 

g) communities often resort to informal forms of insurance rather 
than using the services of formal insurers (KPMG, 2015).  

 
1513. In 2011 the life insurance penetration ratio was 5.1 for industrial 

markets, 1.7 for emerging markets, 2.6 for emerging Asia, 1.1 for 
Latin America, 0.6 for Eastern Europe, 2.7 for Africa and 0.1 for 
Middle East. This, therefore, shows that the insurance industry in 
Zimbabwe is relatively developed and an important component of 
the financial services sector and the economy.  

 
1514. The Table below traces the pension penetration ratio as measured 

by the value of industrial pension fund contributions to GDP, 
excluding NSSA.  
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Industrial Pension Penetration Ratio, 1996 to 2016 (excl. NSSA 

 
Source: Derived from Commission Data and Unpublished Zimstat Data. 

 
1515. The pension penetration ratio is fairly low, averaging 0.7 per cent 

during the period 1996 to 2000, 1 per cent over the period of crisis 
2001 to 2007, and 0.9 per cent during the period of the 
multicurrency regime, 2009 to 2015. Clearly, the pension 
penetration ratios are much lower than those for insurance. 

 
1516. The Table below shows the NSSA penetration ratio, measured by 

the contributions to NSSA to GDP during the period 1996 to 2015. 
The NSSA penetration ratios averaged 0.7% during the period 
1996 to 2000, declining to 0.3% over the crisis, high inflation period 
2001 to 2008, before strengthening to 1.8% during the 
multicurrency recovery period, 2009 to 2015.   

 
NSSA Penetration Ratio, 1996 to 2015 

 
Source: Derived from Commission Data and Unpublished Zimstat Data. 

 
1517. The Table below summarises the overall penetration ratio 

combining life insurance premiums, industrial pensions and NSSA 
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contributions as a percentage of GDP for the period 1996 to 2015. 
The combined penetration ratio improved over the investigation 
period, from an average of 4.8% during the period 1996-2000 to 
7.6% over the crisis period, 2001 to 2007, and to 10.3% during the 
period 2009 to 2015. As discussed above, such penetration ratios 
suggest a deep insurance and pension industry in Zimbabwe. 

 
Combined Penetration Ratio for Life Insurance, Industrial Pension 
Funds and NSSA, 1996 to 2015 
 

 
Source: Derived from Commission Data and Unpublished Zimstat Data. 

 
1518. The role of the insurance and pension industry in resource 

mobilisation cannot, therefore, be underestimated, especially in an 
economy where domestic savings, estimated at -11% of GDP, 
imply a huge savings-investment gap. In fact, instead of saving, 
the nation is dissaving. Compared to its regional comparators, 
Zimbabwe’s performance in terms of its savings to GDP ratio is 
outlying or atypical. Botswana has a savings to GDP ratio of 38%; 
Angola and Tanzania, over 20%, South Africa, 19% and Mauritius, 
11% at the stage of economic take-off, the East Asian economies 
had savings ratios of over 30% of GDP. It is, therefore, critical that 
the insurance and pension industry, especially in view of its long-
term horizon, plays its role in mobilising domestic savings, which 
can be stabilising and, over time, growth enhancing. 

 
Assessment of Risks  
 
1519. Given that an essential part of the insurance business is to quantify 

the distribution of possible risks, such entities, therefore, generate 
and provide crucial information for risk-takers, giving an incentive 
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to reduce risks. Such information includes data on the probability 
of the occurrence of the events and the associated costs, and the 
correlations of such events, as a function of the characteristics of 
the policyholder and external conditions.  

 
1520. Actuaries have to calculate and communicate the price that has to 

be paid by the potential policyholders. Even though there is no 
organized central market for such information in most jurisdictions, 
the insurance sector generates such critical information on risks. 
Furthermore, it also distributes and aggregates such information 
which is available to the economic players. 

 
1521. Thus, by its very nature, the insurance business, therefore, 

incentivises information generation and promotes and raises 
information efficiency in the market, resulting in a more efficient 
allocation of resources. In this regard, one of the attributes of 
Solvency II, a risk-based solvency assessment framework, is 
enhanced information and transparency in insurance pricing.  

 
1522. It is, therefore, in the interests of insurers to disseminate this 

information and implement risk mitigation to reduce moral hazard 
and adverse selection. Even though privately generated, such 
information, therefore, acquires the status of public goods of non-
exclusion. Critically, therefore, acting individually or through their 
associations, insurers, help to reduce the underlying risk in the 
economy. 

 
Enhancement of Social Protection 
 
1523. The insurance and pensions industry enhances individual social 

protection by creating a sense of ‘peace of mind.’ By reducing 
variability in consumption, as well as ex ante uncertainty, 
insurance provides economy-wide benefits. The level of 
protection of the Zimbabwe populace through insurance and 
pensions could be inferred from the benefits that are payable by 
insurance companies and pension funds.  

 
1524. The Table below shows the percentage of total insurance and 

pension, including NSSA, benefits paid to beneficiaries to total 
contributions paid during the period 1996 to 2015. Clearly, while 
the percentage share of total benefits to total contributions 
averaged 2.3% during the period 1996 to 2000, it dropped to 0.8% 
during the period 2001 to 2008, owing to hyper-inflation that 
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eroded benefits. The benefits, as a percentage of contributions, 
strengthened during the multi-currency period since 2009, rising 
from 0.8% in 2009 to 12.6% by 2015, averaging 7.5% during the 
period.  

 
Total Insurance and Pension Benefits to Total Insurance and 
Pensions Contributions, 1996 to 2015 
 

 
Source: Derived from Commission Data Obtained from the Industry. 

 
1525. The above trend of benefits to contribution ratio is in line with the 

harrowing complaints received from policyholders and pensioners 
during the public hearings, who bemoaned the insignificant 
payments made after years of contributing. To this end, it can be 
concluded that pensions in Zimbabwe were not providing ‘peace 
of mind’ for the aged as they were failing to meet reasonable 
benefit expectations.  

 
1526. In its 2014 Labour Force Survey, Zimstat observed that about 

285,000 persons, two per cent of the population, were receiving a 
monthly pension or some social security funds. Just 31 per cent of 
the population aged 65 years and above was receiving a monthly 
pension or any social security funds (42 per cent for males and 19 
per cent for females). 

 
Financial Intermediation 
 
1527. Quite often, many insurance products enjoy characteristics of long-

term saving schemes. The amounts of assets accumulated are 
often very large, especially in the case of life insurers and other 
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providers of ‘long-tail’ business such as pensions, where 
premiums or contributions are paid in and provisions are built up 
long before risks are realized. This asset accumulation and 
management function is necessary for building a critical mass of 
savings that could be deployed into different investment vehicles.  

 
1528. It is, therefore, a characteristic of insurance units and pension that 

they mainly invest long-term, even though they do so relatively 
conservatively and with little leverage. Hence, insurance units 
offering long-term products become attractive suppliers of savings 
products because of their long investment horizon which benefits 
economies.  

 
1529. For most economies, therefore, the availability of attractive longer-

term savings instruments may facilitate the intertemporal 
smoothing of consumption, where savings are made during good 
times, and draw-downs during bad times that help dampen the 
impact of macro-economic shocks. This is the wisdom of ancient 
times, when the Biblical Joseph advised the Pharaoh of Egypt to 
save grain during the seven years of plenty, to smoothen 
consumption during the seven years of drought. Through this 
intermediation, therefore, insurers encourage savings. 

 
1530. Savings that are mobilised by the insurance and pensions industry 

are deployed into various investment portfolios, which include 
property, listed equity, unlisted equity, money and capital markets, 
as discussed in the next sections. This way, insurance units and 
pensions play a major role in financial markets and the financing 
of investments. 

 
1531.  The Table and Graph below show the breakdown in the 

investment portfolio of life insurance and pension funds for the 
period 1996 to 2015, and is the reference point in the detailed 
analysis below:- 
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Asset Breakdown by Portfolio Class, 1996 to 2015 

 
Source: Calculated from Valuation Reports. 
 
Asset Breakdown by Portfolio Class, 1996 to 2015 
 

 
Source: Derived from Data from Valuation Reports. 

 
Role of the Sector on the Zimbabwe Stock Exchange (ZSE) 
 
1532. Insurance companies and pension funds are the biggest 

institutional investors on the ZSE, as their investments constitute 
close to 70 per cent of market capitalisation. The Table below 
illustrates the proportion of this industry’s investments on the ZSE 
over the investigation period of 1996 to 2015. 

 
Share of the Insurance and Pension Industry in Listed Equity 
Investments, 2009 to 2015 

 
Source: Financial Reports and ZSE. 
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1533. As highlighted in the Table above, the insurance and pension 
industry drives activity on the ZSE, accounting for an average 
share of 67% of the ZSE market capitalisation during the period 
2009 to 2014. This, therefore, implies that the industry has 
contributed 67% of new capital raised on the ZSE during the period 
under review.  

 
Property Investments 
 
1534. Investments in property require long-term capital. Experiences of 

other jurisdictions show that the insurance and pensions industry 
is the main source of this funding. About 80 per cent of commercial 
buildings in every city in Zimbabwe are owned by the sector. Over 
the period 2009 to 2015, the average value of the industry’s 
property portfolio was US$1.5 billion, representing on average 
32% of total industry assets. The share of investments in property 
increased over time from 5% (1996 to 2000) to 20% (2001 to 2008) 
and 32% (2009 to 2015). The spike in investments in property 
during the period 2007 to 2008 reflects the desire to protect asset 
value by hedging against hyper-inflation during this period. 

 
1535. However, the sector could play a more leading role in infrastructure 

financing if the perennial challenge of contribution arrears, 
amounting to a cumulative US$338 million for the post-
dollarisation period of 2009 to 2014 alone is addressed.  

 
Money Market Investments 
 
1536. Insurance units, as well as pension funds, are suitable suppliers of 

liquidity in the economy. They are a vehicle for movement of capital 
from the insurance industry into banking, through both demand 
and time deposits. The insurance and pension industry’s money-
market deposits accounted for 41% of total time deposits in the 
banking sector during the period 2009 to 2014 as shown in the 
Table below:- 

 

 
Source: Computed from RBZ Annual Reports and submissions by the industry 

 

Year 2009 2010 2011 2012 2013 2014
Proportion (%) 50% 40% 43% 36% 42% 37%

Money Market Investments as a % of total time deposits
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1537. Such money-market investments provide a pool of resources that 
facilitate credit creation by the banking sector. The amount of time 
deposits by the insurance and pension sector as a percentage of 
total loans over the investigation period increased from 4 per cent 
in 2009 to 16 per cent by 2014.  

 
1538. Clearly, there was a steady growth in the contribution of the 

insurance and pension deposits to both total banking deposits and 
total loans and advances.  Confidence building in the economy and 
the banking sector is crucial for the maintenance of the above role, 
as the sector also lost value through failed banks which include, 
inter alia, Trust, Royal, Barbican, Time, CFX, ZABG, Capital, 
ZABG/Allied and Interfin. 

 
1539. Furthermore, the sector lost value through negative real 

investment returns on money-market investments during the ZW$ 
era as discussed under ToR (iv).  

 
Investments in Bonds 
 
1540. Insurance contributes to the broadening and deepening of capital 

markets, since insurance companies are large institutional 
investors with a long-term investment horizon. The insurance and 
pension industry has largely been the main investor in Government 
and quasi-Government instruments, with the investments 
averaging 7% during the period 1996 to 2000 when there was 
relative macro-economic stability. This has largely been attributed 
to prescribed asset requirements in terms of section 18 of the 
Pension and Provident Funds Act. Its share in total assets declined 
to less than 1 per cent during the turbulent period 2001 to 2008, 
before recovering to 2% during the multi-currency period 2009 to 
2015. 

 
1541.  The Table below shows the contribution of the sector in the capital 

markets during the period 1996 to 2015.  
 
Government Debt Instruments by Holder, 2006 to 2015 
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1542. However, the sector lost value through investments in non-inflation 

indexed bonds during the hyper-inflation period, which dented 
confidence in Government instruments. Similarly, the uptake of 
Government paper during the post-dollarisation period was lower 
due to a number of factors including the following:- 

 
a) losses incurred during the ZW$ era (once beaten twice shy); 

 
b) consumptive borrowing by Government as reflected in 

recurrent expenditure, amounting to 90 per cent of the 
national budget; 
 

c) lack of bankable investment projects as most of the issuing 
parastatals were heavily indebted and had perception 
problems on the part of the investing insurance and pension 
industry; 
 

d) absence of a bond auction system as Government was 
borrowing on a private placement basis. This posed lack of 
transparency in the pricing of the instruments and the yield 
curve; 
 

e) uncertainty over a future currency regime, including return of 
the ZW$; 
 

f) unpredictable macro-economic environment and policy 
inconsistencies; and 
 

g) market saturation due to the securitisation of RBZ debt, 
amounting to US$1.35 billion, other parastatals debts and new 
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financing instruments. This led to a parallel market of 
secondary Treasury Bills trading at a massive discount. 

 
Investment in Unlisted Equities 
 
1543. Insurance companies and pension funds invest in unlisted equities 

across various sectors of the economy. This is common among 
financial conglomerates, where insurance holding companies have 
invested in banking entities, various classes of insurance 
businesses, micro-finance, tourism, manufacturing and farming, 
among others.  

 
1544. The unlisted equity investments are, by their nature, not as 

transparent as their listed counterparts. However, through the 
investments by insurance companies and pension funds, this 
incentivises them to improve disclosure and thereby prepares 
them for possible listing on the ZSE. Unlisted equities normally 
represent Greenfield investments, from which the ordinary risk-
averse investor would turn away. It is, therefore, encouraging to 
note that insurance and pension funds commit part of their assets 
towards promoting these Greenfield investments. To the extent 
that unlisted equities traditionally command higher expected rates 
of returns and correlate negatively with traditional assets, they 
contribute positively on a risk-adjusted basis to total portfolio 
returns.   

 
1545. The Commission, however established that investment returns 

from some of these private equity investments could not be 
accounted for, which points to a need for enhanced transparency 
in reporting this asset class. In some instances, policyholder funds 
were used to create subsidiaries for the benefit of shareholders of 
insurance companies.  

 
1546. It was noted that this asset class is not well understood by local 

institutional investors, resulting in fund-raising from these investors 
being particularly subdued. Limited skills base and experience 
within institutional investment space has thus slowed down 
progress in building capacity, though this is beginning to change 
slowly. 

 
1547. In Zimbabwe, opportunities for private equity abound, in the form 

of undervalued assets, firms requiring capitalisation, low-industrial 
capacity utilisation, the infrastructural deficit, as well as the 
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indigenisation policy, high levels of informalisation and pro-poor 
and inclusive development. Recently, a number of international 
Africa-focused private equity firms have come out to take up equity 
interest in local firms, e.g. Spear Capital’s 27% stake in Dendairy. 

 
1548. In concluding the discussion on the role of insurance and pension 

investments in the financial services sector, it is crucial to 
emphasise the importance of diversification by investing in 
alternative assets away from traditional asset classes such as 
equities, bonds, money-markets and properties.  

 
Contribution to GDP 
 
1549. The contribution of Zimbabwe’s insurance and pension industry to 

GDP during the investigation period is shown in the Table below.  
 

Percentage Contribution of Insurance and Pension Value Added to 
Overall GDP, 1996 to 2015 
 

 
Source: Derived from ZimStat Unpublished Data 

 
1550. While the insurance and pension industry contributed on average 

2.5 per cent of GDP between 1996 and 2000, its share declined to 
an average 0.5 per cent during the period of economic downturn 
and hyper-inflation, 2001 to 2008.  

 
1551. This slump in contribution of the sector to GDP could be a result of 

several factors, including wholesale termination of products by 
several insurance companies such as Old Mutual and First Mutual, 
which has had an impact of reducing premiums, the basis for 
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computing the sector’s value addition. Another factor could be the 
absence of indexation of premiums and benefits in the face of 
rising inflation.  

 
1552. Furthermore, currency de-basing between 2006 and 2008 reduced 

premiums that were not inflation indexed to negligible levels. 
However, the adoption of the multi-currency regime since 2009 
was associated with an economic rebound that saw the 
contribution of the insurance and pension industry recover, 
averaging 4.7% during the period 2009 to 2015 and peaking at 
6.4% in 2013. The adoption of multi-currencies immediately killed 
off hyper-inflation, the main factor behind the collapse of the sector 
and overall economy, ushering in a period of relative macro-
economic stability and the economic rebound.  

 
1553. Regrettably, as the economic rebound weakened since 2013, the 

contribution of the insurance and pension industry in the economy 
went downwards from 6.4% in 2013 to 4.1% in 2015. This trend is 
likely to continue in the immediate term, as the economy is 
weighed down by the effects of low aggregate demand, deflation, 
two consecutive droughts and weak international commodity 
prices.  

 
1554. The above factors are adversely impacting on the sector’s ability 

to mobilise contributions, owing to difficulties facing sponsoring 
employers, job losses on the part of the insured and the 
informalisation of the economy, where 94.5% of employment in 
Zimbabwe is informal.  

 
Contribution to the Finance Services Industry 
 
1555. Further to the intermediation role of the insurance and pension 

sub-sector discussed above, the industry plays a critical role in 
value addition of the financial services sector. The Graph below 
traces the contribution of the insurance and pension industry in the 
finance and insurance sector value-added role during the period 
1996 to 2015.  
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Percentage Contribution of Insurance and Pension Value Added to 
Finance and Insurance Sector Value Addition, 1996 to 2015 
 

 
Source: Derived from ZimStat Unpublished Data. 

 
1556. Clearly, before the onset of the economic downturn in 1999, the 

insurance and pension industry accounted for, on average, 29 per 
cent of finance and insurance sector value added.  
 

1557. However, as the down-turn took effect in 2001, the contribution of 
the insurance and pension industry in the finance and insurance 
sector value added plunged from 29% to an average of only 9% 
during the period 2001 to 2008. The sector rebounded to a value 
addition average of 63% during the period 2009 to 2015. Notably, 
as the economic rebound weakened since 2013, the contribution 
of the insurance and pension industry in the finance and insurance 
sector value added also trended downward, declining from the 
peak of 81 per cent in 2013 to 47% in 2015.  

 
Employment 
 
1558. The insurance and pension industry plays a role in employment 

creation through direct and indirect employment. Indirect 
employment is largely through agents that solicit business on 
behalf of insurance companies.  

 
1559. The Commission established that Zimstat does not disaggregate 

official employment data for the insurance and pension industry 
from those of the finance, insurance and real estate. In this regard, 
the Commission established employment figures by the sector 
over the investigation period as shown in the Table below.  
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Average Employment Levels in the Insurance and Pension 
Industry (including NSSA), 1996 to 2015 
 
 1996-2000 2001-2008 2009-15 
Direct employment 2,188.6 3,030.9 3,596.4 
Indirect employment 432.8 418.5 684.71 
Total employment 2,621.4 3,459.4 4,281.1 
% of NSSA contributors 0.3 0.4 0.4 

Source: Commission Data Collected from the Industry. 
 
1560. The above employment levels were determined by aggregating the 

number of people employed by each institution under 
investigation. The contribution of the sector to total employment 
was arrived at by dividing the total employment figure in the sector 
by the number of contributors to NSSA. In this case, the total 
number of NSSA contributors was used as a proxy of people 
employed in the formal sector in Zimbabwe. While there may be 
employers who do not contribute to NSSA, this was a convenient 
way of approximating the employment contribution of the sector in 
the absence of official statistics. 
 

1561. Clearly, the insurance and pension industry, as is the case with the 
financial services sector, is not employment-intensive, with 
employment levels averaging 2,621 during the period 1996 to 
2000, 3,459 during the period 2001 to 2008, and 4,281 during the 
period 2009 to 2015. As a percentage of total employment (NSSA 
contributors), the contribution of the sector in national formal sector 
employment is at most 0.4%, which is insignificant. 

 
1562. It should be noted that the total number of people employed in the 

sector is an underestimate, considering that those employed in the 
short-term and re-insurance business were not covered for the 
purposes of this Commission. It is estimated that if employment 
levels in the excluded types of insurance business are included, 
the figures may marginally increase to around 1%.  

 
Insurance and Pension Industry Employment Relative to Financial 
Sector Employment 
 
1563. The Commission also examined the contribution of the insurance 

and pension industry to employment relative to the entire financial 
services sector. The Table below shows the contribution of the 
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insurance and pension industry in financial services employment 
during the period 2009 to 2015. The employment levels used were 
disaggregated by Zimstat for the insurance and pension industry 
from those of the finance, insurance and real estate sector, only 
for the period 2009 to 2015. In contradistinction to its share in the 
financial services value added, the contribution of the insurance 
and pension industry in financial services employment is very low, 
averaging 4.1 per cent during the period 2009 to 2015. This 
suggests that the sector is capital-intensive and, hence, is not 
associated with much direct employment creation. 

 
Insurance & Pensions Industry Employment as a Percentage of 
Financial Services Employment (%) 
 

 
Source: Derived from Unpublished Zimstat Data. 

 
Facilitation of trade and credit markets  
 
1564. Insurance has a long history of underpinning trade, with insurers 

helping firms manage complex risks associated with global supply 
chains. Trade guarantees and insurance cover by this sector help 
facilitate trade. In addition, insurance facilitates the provision of 
credit to individuals and businesses by reducing credit risk. For 
instance, property insurance is normally a precondition for 
accessing a mortgage and a crop or weather insurance is often a 
requirement before a farmer gets financing. Hence, insurance 
facilitates credit availability to people who may otherwise be 
liquidity-constrained to access other financial services.   

 
1565. The Commission did not quantify the amount of trade supported 

by local insurance companies because the scope of investigation 
was on life insurance and pensions. Undoubtedly, insurance 

0%

1%

2%

3%

4%

5%

6%

2009 2010 2011 2012 2013 2014 2015

4%
3% 4%

4%
5% 5%

4%



413 
 

companies such as Credsure among others, certainly facilitate 
trade.  

 
Recommendations 
 
1566. In view of the foregoing, the following recommendations can help 

in recovering and maximising the role of the insurance and pension 
industry in mobilising savings, promoting investment and 
leveraging sustained growth and poverty reduction. 

 
Promoting (structural) policy reforms and macro-economic 
stability:  
 
1567. Sustained macro-economic stability and growth requires the 

implementation of fiscal adjustment and consistent policies. This 
helps to create conditions of macro-economic stability and 
predictability, essential ingredients for a sector which is steeped in 
the long-run. In addition, sustained growth and poverty reduction 
facilitate the underwriting capacity of the sector, and vice versa, 
fostering a virtuous cycle of development. It has been found that 
underwriting of premiums is positively correlated with the 
emergence of an upper middle income class with a higher 
propensity to save and invest. Rising per capita income has been 
identified as one of the most important factors in leveraging 
underwriting capacity. 

 
Adopting a Comprehensive Social Insurance Scheme:  
 
1568. Since Zimbabwe does not have a comprehensive social insurance 

scheme, with the majority of the population eking out a living in the 
informal economy left out, it is important to adopt an inclusive 
approach that covers those that are currently excluded. In addition, 
there is need to expand the range of social insurance benefits 
provided (e.g. medical care) and to promote portability of social 
security benefits.  

 
Strengthening and Aligning the Regulatory and Supervisory 
Environment with International Best Practices:  
 
1569. Given the serious deficiencies in the regulatory and supervisory 

frameworks, it is imperative to align the governance structures and 
instruments with regional and international best practices. This will 
not only help restore confidence in the industry, but allow it to fulfil 
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its potential. In bringing NSSA under prudential supervision will 
help unlock its role in the economy, as well as reforming the public 
sector pension scheme to make it self-funded and sustainable. 
IPEC, for instance should adopt risk-based supervision, with a 
focus on preventive, protective and proactive regulation of the 
market.  

 
1570. Furthermore, given that Zimbabwe is experiencing rapid 

innovation in mobile financial services that include payment 
products and micro-credit, bank account savings and insurance 
products (e.g. EcoFarmer, a micro-insurance product available to 
EcoCash users to insure inputs and crops against drought or 
excessive rainfall), there is need to develop a proportionate 
regulatory and supervisory regime for the new service providers, 
such as telecommunication companies, mobile providers and 
agent network managers.  

 
1571. Since mobile network operators are regulated by POTRAZ and not 

financial sector regulators, and given that the distribution of 
insurance products through banks and other financial institutions, 
and the sale of insurance through mobile phones, creates room for 
regulatory arbitrage and unregulated intermediaries, there is need 
for greater collaboration amongst the regulatory authorities. As 
such, the MoU between RBZ and POTRAZ should be extended to 
include IPEC and the Competition and Tariffs Commission. 

 
Promoting Good Corporate Governance 
 
1572. The ability of the insurance and pensions industry to achieve its 

potential role in the economy has been severely hampered by poor 
corporate governance practices. For instance, the value lost in 
poor investments by NSSA is astounding.  

 
1573. It is, therefore, imperative that IPEC and market players promote 

and adhere to good corporate governance frameworks. 
Appropriate penalties should be enforced whenever violations are 
exposed.  

 
Adopting and Implementing a Financial Sector Development Plan 
(FSDP): 
 
1574. Many countries in Africa have followed the example set by 

developed nations in adopting and implementing FSDPs. FSDP 
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helps promote the emergence of a stable, sound and market-
based financial system that supports the efficient mobilisation and 
allocation of resources, so necessary to achieve economic 
diversification, sustained growth and poverty reduction. In 
particular, and with respect to the insurance and pensions industry, 
FSDP helps mobilise and promote the investment of long-term 
funds; strengthen and deepen the insurance and pensions industry 
and its regulation and supervision; and develop and deepen the 
capital markets, their regulation and participation therein. 
 

Consumer Education and Activism:  
 
1575. Consumer education and activism play an important role in 

enhancing the accountability of the industry to the policyholders 
and contributors by empowering market players with relevant 
information and knowledge of financial products and services 
available, as well as promoting financial literacy.  

 
1576. There is need for a sound legal and regulatory environment for the 

protection of consumers of financial and insurance services and to 
ensure that the multiple sectorial regulators and supervisors (RBZ, 
SECZ, IPEC, POTRAZ, MoF, Ministry of Small and Medium 
Enterprises and Cooperatives Savings and Credit Cooperatives 
(SACCOS), Ministry of Industry and Commerce and the 
Competition and Tariff Commission have the capacity and 
resources to focus on financial consumer protection issues and are 
accorded an explicit mandate in relation to consumer protection 
matters. In addition, there is need to establish co-ordination and 
consultation arrangements between key consumer protection 
regulators through for instance MoUs. 

 
1577. Given that consumer protection and prudential supervision require 

different types of supervisory profiles, skills and approaches, as 
the latter focuses more on quantitative skills and the analysis of an 
institution’s financial soundness, while the former focuses more on 
qualitative skills (e.g. mystery shopping, customer focus group and 
surveys) and assessment of how an institution deals with 
consumers, there is need for supervisors to develop consumer 
protection specific supervisory resources, tools and capacity.  

 
1578. The existing consumer protection association in Zimbabwe the 

CCZ, should be resourced and capacitated to deal directly with 
financial consumer protection issues. Furthermore, IPEC should 
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be mandated to regulate financial consumer protection issues in 
relation to insurance products that are sold, serviced or made 
available via mobile phones. 

 
1579. As part of efforts to strengthen and protect pensioners’ rights, there 

is need to develop standardized training requirements for pension 
fund trustees and intermediaries and to develop comprehensive 
disclosure requirements for policyholders on issues such as policy 
terms, premiums, exclusions and risks.  

 
1580. IPEC should develop standard requirements for complaints-

handling by all financial institutions and require complaints 
statistics to be reported to the relevant regulator. In addition, in all 
financial sector regulators, a dedicated unit should be established 
to analyse and deal with complaints. IPEC should put in place a 
formal procedure for handling complaints and disputes that reach 
it as a second stage recourse, and should publish, each year, a 
summary with statistics and details of any systemic concerns 
arising from complaints reported to it during the year.  

 
1581. The establishment of a dedicated financial services Ombudsman 

to deal with malpractices and grievances of consumers and the 
resolution of disputes is vital for the transparency and 
accountability of the industry. 

 
Promoting Competition and Product and Service Diversity 
 
1582. Promoting competition in the industry will help bring down 

transaction costs and diversify the range of products and services 
on offer. Competition helps companies become more innovative, 
given that their success depends on their ability to identify new 
ways to approach insurance in a country where most people are 
still very poor and not yet convinced of the benefits of insurance.  
The emergence of Nyaradzo, for instance, has brought in some 
much-needed competition to the doyens of the sector, such as Old 
Mutual, that has dominated the industry for so long. It is, therefore, 
important to promote further competition and diversity in the 
industry. Alternative forms of investment should be promoted 
beyond the traditional ones. More user-friendly and appropriate 
forms of insurance, such as micro-insurance, should be promoted 
to ensure that the sector reaches out to the poor and informal 
sector which has become dominant. 
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Chapter 10: Summary 
 
1583. This Chapter presents an analysis of the role played by the 

Insurance and Pensions Industry during the period 1996 to 2014.
 The role played included the mobilisation, and the deepening, of 
the financial sector, the development of capital markets, the 
development of infrastructure, employment creation and mitigating 
losses arising from uncertainties and, hence, leveraging economic 
growth and national development.  

 
Social Protection 

 
1584. The level of protection of the Zimbabwe populace through 

insurance and pension provisions was inferred from the benefits 
that are payable by insurance companies and pension funds. The 
percentage share of total benefits to total contributions averaged 
2.3% during the period 1996 to 2000, it dropped to 0.8% during the 
period 2001 to 2008 and strengthened to an average of 7.5% 
during the post-dollarisation period.  

 
1585. The low ratio of benefits to contributions explains the harrowing 

complainants received from policyholders and pensioners at the 
public hearings, where complainants bemoaned the insignificant 
payments made after years of contributing. Therefore, the 
industry’s core function of protecting individuals and households 
was compromised during the greater part of the investigation 
period. Pensions were not providing ‘peace of mind’ for the aged, 
as they were failing to meet reasonable benefit expectations.  

 
1586. The weaknesses mentioned in other Chapters, such as failure to 

account properly for the assets acquired by the industry, poor 
governance, high operating expenses that exceeded premiums 
and contributions, bear testimony that members of the public were 
not protected. In fact, they lost value instead of getting protection. 
Thus, it can be concluded that it is the shareholders of insurance 
companies and members of staff of pension funds that were 
protected through public funds. 

 
Savings Mobilisation 

 
1587. The total pension contributions and insurance premiums of the 

Insurance and Pensions Industry as a percentage of GDP 
averaged 4.8 per cent during the period 1996 to 2000, 7.6 per cent 
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during the period 2001 to 2007 and 10.3 per cent during the period 
from 2009 to 2015.  

 
1588. In the post-dollarisation period, the total pension contributions and 

insurance premiums increased from US$375 million in 2009 to 
US$1.1 billion in 2015, averaging US$866 million over the period. 
Such a level of pooled resources suggests that, if properly 
incentivised and managed, the sector could play a critical role in 
savings mobilisation and investment.  

 
1589. However, the problem of contribution arrears, negative real return 

on investments, especially for the period from 2001 to 2008, huge 
administration expenses and declining macro-economic 
fundamentals adversely impacted on the industry’s capacity to 
mobilise savings for national development. 

 
1590. Compared to its regional comparators, Zimbabwe’s performance 

in terms of its savings to GDP ratio is on the lower side. It is, 
therefore, critical that the Insurance and Pensions Industry, 
especially in view of its long-term horizon, plays its role in 
mobilising domestic savings, which can be stabilising and, over 
time, growth enhancing. 

 
Financial Intermediation 

 
1591. Savings that are mobilised by the Insurance and Pensions Industry 

are deployed into various investment portfolios, which include 
property, listed equities, unlisted equities and money and capital 
markets. About 80% of commercial properties in the cities in 
Zimbabwe is owned by the Insurance and Pensions Industry. 
During the period 2009 to 2015, the average value of the industry’s 
property portfolio was US$1.23 billion, representing, on average, 
27% of total industry assets. The Sector could play a more leading 
role in infrastructure financing if the predatory administration 
expense structures are regulated in order to enable more funds 
being directed towards investments.  

 
1592. Money-market investments from the Insurance and Pensions 

Industry constituted an average 41% of total time deposits in the 
banking sector during the post-dollarisation period of 2009 to 2014. 
Such money-market investments provide a pool of resources that 
facilitate credit creation by the banking sector. Confidence building 
in the economy and the banking sector is crucial for the 
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maintenance of the above role, as the Sector also lost value 
through failed banks, which include Trust, Royal, Barbican, Time, 
CFX, ZABG, Capital, ZABG/Allied and Interfin. Furthermore, the 
Sector lost value through negative real investment returns on 
money-market investments during the ZW$ era as discussed 
under ToR (iv).  

 
1593. The Insurance and Pensions Industry is also the major source of 

investments on the ZSE, constituting an average 67% during the 
period 2009 to 2014. 
 

1594. Payments from insurance companies contribute to the broadening 
and deepening of capital markets, since they are large institutional 
investors with a long-term investment horizon. The Insurance and 
Pensions Industry has largely been the main investor in 
Government and quasi-Government instruments, with the 
investments averaging 7 per cent during the period 1996 to 2000, 
when there was relative macro-economic stability. Its share in total 
assets declined to an average of less than 1 per cent during the 
turbulent period 2001 to 2008, before recovering to 2 per cent 
during the multi-currency period 2009 to 2015. The Sector lost 
value through investments in non-inflation indexed bonds during 
the hyper-inflationary period, which dented confidence in 
Government instruments.  

 
1595. Insurance companies and pension funds invest in unlisted equities 

across various sectors of the economy. This is common among 
financial conglomerates, where insurance holding companies have 
invested in banking entities, various classes of insurance 
business, micro-finance, tourism, manufacturing and farming, 
among others. Through the investments by insurance companies 
and pension funds, this incentivises them to improve disclosure, 
thereby preparing them for possible listing on the ZSE. It is, 
therefore, encouraging to note that insurance and pension funds 
commit part of their assets towards promoting these Greenfield 
investments.  

 
1596. In conclusion, the role of insurance and pension investments in 

financial intermediation can be enhanced by diversifying into 
alternative assets, other than the traditional asset classes such as 
equities, bonds, money-markets and properties.  
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Contribution to GDP 
 
1597. The Insurance and Pensions Industry contributed on average 2.5 

per cent of GDP between 1996 and 2000, 0.5 per cent during the 
period 2001 to 2008 and 4.7 per cent during the period 2009 to 
2015. The Sector has potential to play an improved role, 
particularly through infrastructure financing, which is associated 
with several multipliers in the economy, if the regulatory and 
governance challenges that are facing the sector are addressed. 

 
Value Addition to the Financial Services Industry 

 
1598. The industry accounted for, on average, 29 per cent of finance and 

insurance sector value added during the period 1996 to 2000, 9 
per cent during the period 2001 to 2008 and an average of 63 per 
cent during the period 2009 to 2014.  

 
Employment 

 
1599. The Insurance and Pensions Industry is not employment-intensive, 

with employment levels averaging 2,621 during the period 1996 to 
2000, 3,459 during the period 2001 to 2008 and 4,281 during the 
period 2009 to 2014. It should be noted that the total number of 
people allegedly employed in the sector is an underestimate, 
considering that those employed in the short-term and re-
insurance business were not covered for the purposes of this 
Inquiry. The contribution of the Insurance and Pensions Industry in 
financial services employment was very low, averaging 4.1 per 
cent during the period 2009 to 2015. This shows that the sector is 
capital-intensive and, hence, is not associated with much direct 
employment creation. 

 
1600. Given the symbiotic relationship between economic growth and 

the role of the Insurance and Pensions Industry, the economic 
downturn undermined the underwriting capacity of the Sector and, 
hence, its role in the economy. Persistently high levels of poverty 
and, in particular, the ‘missing middle,’ holds back the role of the 
Sector in the economy. 

 
1601. Furthermore, poor corporate governance practices in the industry, 

weak regulatory and supervisory frameworks and weak consumer 
education and activism, undermine the role of the industry in the 
economy. However, despite these negative traits, this Chapter 
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shows that the Insurance and Pensions Industry is relatively 
developed, with relatively high penetration ratios. This provides a 
useful building plank for the development of the industry and 
realisation of its great potential in facilitating long-term savings and 
investment, economic growth and poverty reduction. 

 
1602. A number of recommendations are made in order to unleash the 

potential role of the Sector in economic development. These 
include policy macro-economic stabilisation, policy reforms, the 
adoption of a comprehensive social insurance scheme, 
strengthening the legal and regulatory regimes and promoting 
good governance practices, as well as consumer protection, 
among others. 
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CONCLUSION OF THE INQUIRY 
 
1603. The Commission was set up to investigate the loss of value by 

insurance policyholders and pensioners during the conversion 
from the ZW$ to the US$. The findings of the investigation indeed 
confirm that there was huge loss of value to insurance 
policyholders and pensioners owing to failure by Government, 
IPEC and the industry to set up a fair and equitable process of 
converting insurance and pension values from ZW$ to US$.  

 
1604. In addition, the Commission found that policyholders and 

pensioners did not lose value during the conversion period alone, 
but have been losing value throughout the investigation period due 
to other reasons which are fully discussed in Chapter 5 on Factors, 
Causes and Reasons for Loss of Value.   

 
1605. The Commission found that the insurance and pension industry 

was not being effectively regulated over the investigation period of 
1996 to 2014. As a result, the Regulator failed to intervene 
effectively to correct market failures and guide the industry when 
required. This led to the industry failing to institute and follow 
financially sound systems and procedures. 

 
1606. Other than the failure of regulation, the Commission also noted 

failures on the part of Government, in particular the absence of 
clear policy guidelines relating to currency-de-basing, the de-
monetisation and conversion processes, as well as the operating 
environment that was characterised by prolonged high inflation 
levels.   

 
1607.  In the absence of such essential guidance from both the Regulator 

and Government, and in the face of an unstable macro-economic 
environment, the interests of policyholders and pension fund 
members were not protected. The industry players trampled on the 
reasonable benefit expectations of its customers, leading to loss 
of value. Poor corporate governance, arbitrary benefit calculations, 
shambolic record-keeping and unsustainable expense ratios, 
among other ills, became prevalent in the industry, with 
policyholders and pension fund members bearing the brunt of such 
excesses. 
 

1608. In order to strengthen the plethora of weaknesses in the industry, 
the Commission has identified the need to strengthen the 
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regulatory and legislative frameworks as the major building blocks 
towards restoring soundness in the industry.  

 
1609. The regulatory framework will need to, among other 

recommendations given by the Commission, institute major 
governance reforms by setting up an insurance and pensions 
industry corporate governance framework which is effective and 
enforceable  

 
1610. Notwithstanding the unsound practices in the industry, the 

Commission is of the view that a fair and just compensation 
framework can be implemented to compensate for the loss of value 
suffered by policyholders and pension fund members over the 
investigation period. In the recommended compensation 
framework, the Commission assessed the asset and capital 
structure of the industry in evaluating its capacity to compensate 
for loss of value. The Commission was satisfied that, the industry 
has reasonable capacity to make good and compensate 
policyholders and pension fund members for loss of value.  

 
1611. The Commission stresses the very high expectations from 

members of the public on the findings of the Commission with 
regard to compensation. The loss of value has impoverished 
policyholders and pensioners and there is an expectation that the 
findings of the Commission will remedy this. Government is, 
therefore, urged to implement the recommended compensation 
framework as a matter of urgency, in order to alleviate the plight of 
impoverished policyholders and pensioners.  

 
1612. Notwithstanding the loss of value due to poor industry practices, 

wherein compensation will be expected from the private sector, the 
Commission notes that the largest reason for loss of value was the 
operating environment that was characterised by very high levels 
of inflation. Even after implementation of the compensation 
framework, there remains a large number of impoverished 
policyholders and pensioners who lost all their savings due to 
inflation. The Commission recommends that Government 
considers setting up a means-tested old age pension to alleviate 
the plight of these policyholders and pensioners and to address 
the issue of poverty in old age. 

 




