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What is the
Insurance
and Pensions
Commission?

The Insurance and Pensions Commission
(IPEC) is an independent statutory body
established in terms of the Insurance and
Pensions Commission Act [Chapter 24:21]
with a mandate to regulate and supervise the
insurance and private pension funds activities
in Zimbabwe.

|/
@ Vision

/|\

Asafe, vibrantandsustainable insurance
and pensions industry by 2025.

(@) wission

To regulate, supervise and develop the
insurance and pensions industry for the
protection of policyholders and pension

scheme members
excellence.

through regulatory

Core Values
The organisational culture at IPEC is shaped by the following shared core
values:

. Professionalism: We are iv. Integrity: We are fair, ethical
professional in the way we and honest in our dealings
conduct ourselves and carry with all our stakeholders, we
out our business. apply agreed policies equally

to alland maintain the highest

. Accountability: We shall personal, professional and
endeavour  tfo conduct ethical conduct.
ourselves and operate
business transparently while
exercising prudence in the . Excellence: We are exemplary

use of public
enfrusted to IPEC.

resources

Fairness: We shall develop
and apply rules, regulations
and procedures equitably
among all clients and
stakeholders.

in the way we do our
business. We strive to exceed
expectations by upholding
the utmost quality standards
in carrying out our work. The
Commissioner and all staff
have a unity of purpose in the
core values that they each
uphold, as individuals and as
a team.
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Terms of Reference

The activities of the Commission are guided by the following Acts and their respective
regulations:

Insurance and Pensions Commission Act [Chapter 24:21]

Pension and Provident Funds Act [Chapter 24:32]

Insurance Act [Chapter 24:07]

Money Laundering and Proceeds of Crime Act [Chapter 09:24]
Finance Act [Chapter 23:04]
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Public Finance Management Act [Chapter 22:19]

Public Procurement and Disposal of Public Assets Act [Chapter 22:23]
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Key Result Areas

The following three key result areas form the pillar of the Authority’'s 2022-2025

strategic plan:
1. Regulation and Supervision

The Commission aims to offer financial and technical assistance, as well as
advisory and policy guidance to the insurance and pension industry. To realise

this, the Commission has set out the following objectives:

i. Toimprove corporate governance

i. Toimprove compliance

2. Institutional capacity development

The Commission aims to provide high quality services while optimising efficiency

and effectiveness through:

i. HRoutcome

i. Sustainable funding

ii. Increased internal controls and compliance
iv.  Digital fransformation

v. Increased visibility

3. Facilitation of growth and capacity

To assist the industry in growth and capacitation, the Commission has set up the

following objectives:

i. Increased financial soundness and consistent policies

i. Focus onindustry growth



(@D 2023 PENSIONS ANNUAL REPORT

Insured Fund - These are funds whose confributions are used to buy assets, which
are registered in the name of the insurer managing the fund and not the pension
fund itself.

Self-Administered Funds - For the purposes of this report, self-administered funds
are those pension funds, which are managed by fund administrators or insurers,
but their assets are registered in the respective names of the funds.

Stand-Alone Funds - These are self-managed funds, which own and control their
administration structures by having their own employees manage the fund.

Inactive Fund - A fund that is not receiving contributions from the sponsoring
employer(s) and/or members of the fund or a fund that is in paid-up status or
undergoing dissolution.

Active Member - A member who is actively making contributions in terms of the
fund rules and includes a member who is on contribution holiday for an agreed
period.

Beneficiary — A person other than a contributing member of a fund who is
entitled, in terms of the rules of the fund, to receive benefits from the fund upon
the occurrence of a specific event and whose entitlement arises on account of
a relation with the contributing member.

Deferred Pensioner - A member who is no longer eligible to make contributions
to the fund on account of having left the employ of the participating
employer(s) or who has ceased contributing to the fund before the date of
entitlement to benefits specified in the rules of the fund and whose benefits are
preserved within the fund unftil the member attains the retirement age.

Members with Unclaimed Benefits - Members of a fund who have not claimed
their benefits when they were entitled to receive such benefits and cannot be
located by the fund.

Pensioner — a person in receipt of pension benefits from a pension fund.

Pension Fund Member - Any person who is a member of that fund in terms of
the rules thereof.

Suspended Pensioner — A pensioner whose pension benefits are withheld by the
pension fund on account of not providing proof of existence.

Surplus/ Deficit - Indicates that the fund has more assets than liabilities and vice
versa for a deficit.

Contribution Arrears - these are confributions which have fallen due to the fund
but have not yet been remitted by the sponsoring employer.
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2. Executive Summary
2.1.There was a total of 965 private occupational pension schemes as at 31

December 2023 compared to 981 reported in 2022. This decrease is
attributed to mergers and dissolutions that occurred throughout the year.

2.2.The funds were managed by eight life insurers, five independent fund
administrators, and 14 in-house administrators of stand-alone pension
funds.

2.3.Fund membership increased to 940,712, from 928,321 reported as at 31
December 2022.

2.4.The increase in principal members was driven by new entrants under
existing funds and newly registered schemes.

2.5.As at 31 December 2023, the number of beneficiaries was 26,597 an
increase from 25,565 reported in the comparative period. Consequently,
the total industry membership, including beneficiaries, stood at 967,309.

2.6.Excluding principal pensioners and beneficiaries, the total industry
membership franslated to a pension coverage ratio of 23% of Zimbabwe's
estimated workforce of 4 million as of 31 December 2023.

2.7.The pensions industry's asset base reached ZW$16.2 frillion (US$2.65 billion)
as at 31 December 2023, up from ZW$1.59 ftrillion (US$2.33 billion) in 2022.
The assets were converted to US$ equivalents using the closing rate for the
periods.

2.8.This asset base translates to average assets per member of ZW$17.2 million
(US$2,821). In 2022, the average assets per member were ZW$1.72 million
(US$2,514).

2.9.The growth in the asset base was primarily driven by investment property
and quoted equities, which constituted 56% and 16% of the total assets,
respectively.

2.10. Pension penetration, measured as a percentage of industry assets to the
country’s estimated GDP, was 10.06% as of 31 December 2023, compared
to 7.1% as of 31 December 2022.

2.11.Totalincome amounted to ZW$14.5 trillion (US$4.10 billion), primarily driven

by revaluation gains, which made up 55% of the industry's total income. In

Page 10 of 34
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2022, the total income was ZW$1.28 trillion (US$3.34 billion) with revaluation
gains constituting 54% of the industry's total income, indicating a 23% and
1% growth, respectively. The income was converted to US$ using the
average rate for the year.

2.12. Total contributions were ZW$886.17 billion (US$250.14 million) an increase
of 7% from ZW$89.40 billion (US$232 million).

2.13.Total expenditure for the period was ZW$541 billion (US$152.93 million),

with 61% allocated to pension benefits.

Page 11 of 34
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3. Regulatory Developments
3.1. During the review period, a total of 11 fund applications were received for

registration. Of these, 10 were full registrations, and 1 was a name change
application. The table below lists the funds that were registered during the

year: -

Table 1: Fully Registered Funds

Name of Fund Administrator Regisiration Date
Insiza RDC Old Mutual 10 February 2023
UPCSA Zimbabwe Old Mutual 24 March 2023
Voltron Mining Old Mutual 17 March 2023
Buhera RDC Old Mutual 25 April 2023

Girls College Minerva 27 April 2023
Cevafrica Logistics Old Mutual 04 July 2023
Lupane Local Board Old Mutual 25 July 2023

Gutu RDC Old Mutual 25 October 2023
Mberengwa Provident Fund Old Mutual 5 December 2023
Nkayi RDC Old Mutual 14 December 2023
Econet Life drawdown Econet 14 December 2023

4. Capacitation of the Industry
4.1.In 2023, to fulfil its mandate of regulating and supervising the pensions

industry for the protection of fund members and their beneficiaries, the
Commission conducted fraining workshops to better equip and inform the

industry about regulatory expectations.

Table 2: Trainings

Date \ Name of Training

15/03/2023 AML/CFT training on filing of STRs and red flags

3-6/09/2023 Stress Testing Seminar

4.2.1n 2023, the following regulatory frameworks and circulars were issued o

enhance the financial soundness of the industry: -

Page 12 of 34



Table 3: Circulars issued during the year

Document

Circular 1 of 2023

Issue Date

10 January 2023

(@D 2023 PENSIONS ANNUAL REPORT

Content

Assessment of Annual Reporting Requirements

Circular 2 of 2023 | 27 January 2023 | Request for Information on Board of Funds and
Terms of Office

Circular 4 of 2023 | 16 February 2023 | Compliance with section 64(4) of the Pension and
Provident Funds Act Relating to Compliance of
Fund Rules to the Act

Circular 5 of 2023 | 17 February 2023 | Interim measures pending Gazetting of 2009

Compensation Regulations

Circular 6 of 2023 | 3 March 2023 Call for Comments on the Micro-pension's
Framework

Circular 8 of 2023 | 16 March 2023 Annual Publication of Financial Statements

Circular 10  of | 08 March 2023 Issuance of the Directive for the Insurance and

2023 Pensions Industry on Equities and Properties
Valuations

Circular 18 of | 14 June 2023 Nofification of Publication of the Insurance and

2023 Pensions (Levy) Regulations, 2023 and Insurance
(Amendment) Regulations, 2022

Circular 27 of | 6 September | Micro-pensions Framework

2023 2023

Circular 31 of | 16  November | Submission of 2009 Compensation schemes

2023 2023

Circular 35 of | 11 December | Holding of Annual General Meetings by Registered

2023 2023 Funds

Circular 36 of |13 December | Renewal of Registration Licence by Fund

2023 2023 Administrators

Circular 37 of |14 December | Guideline on Post Retirement Products and

2023 2023 Reregistration.

Circular 38 of |18 December | Guidance on Data Transfers Between Fund

2023 2023 Administrators

Circular 39 of | 19 December | Call for Input on Proposed Exposure Limits to the

2023 2023 Guaranteed Funds
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4.3.The Commission rolled out several consumer awareness and visibility

initiatives, which include the following: -

a.

Exhibitions at ZITF and agricultural shows.

b. Global Money Week campaign which targeted schools in

Matabeleland North and South, Harare, and Mashonaland Central

Provinces.

c. The World Consumer Rights Day commemorations.

d. Media responses on pension matters and life insurance.

Made presentations at different fora such as ZAPF, EMCOZ, NECF, ZERA
Energy Conference, and Tax Indaba for the Insurance Industry, among
others.

Active participation in regional and international bodies such as
MEFMI, SADC CISNA, the World Bank and IOPS.

Successfully hosted the IOPS Technical Meetings, AGM and Global
Forum in Victoria Falls in October 2023.

Awareness workshops targeted at Members of Boards of Funds,
including the unpacking of provisions of the new Pension and
Provident Funds Act [Chapter 24:32].

5. Overview of the Macro-Economic Environment

5.1.Introduction

During the year 2023, the following key macroeconomic developments took

place:

5.2.Global and Regional Economic Outlook

5.2.1. According to the IMF, the global economy was projected to grow at 3%

in 2023, which was lower than previously projected, due to the
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unprecedented tightening of global monetary conditions, in response to
decades of high inflation. Considering this, global growth prospects were
expected to deteriorate in the medium term.

5.2.2. Growth in advanced economies was expected to slow down to 1.5% in
2023, from 2.6% in 2022. Meanwhile, growth prospects for emerging markets
and developing economies were expected to fall slightly, from 4.1% in 2022
to 4% in both 2023 and 2024, reflecting a slowdown in Chinese growth. Sub-
Saharan Africa's growth was expected to fall to 3.3% in 2023, from 4% in
2022.

5.3.Domestic Economic Outlook
5.3.1. According to the Ministry of Finance and Economic Development, the
domestic economy was expected to grow by 5.5% in 2023, a slight increase
from the 5.3% projected in August, owing to higher-than-expected
agricultural output, particularly tobacco, wheat, and cotton. Mining (+7.6%)
and accommodation and food services (+6.9%) would drive the 3.5%

growth in 2024, while agriculture is expected to contract by -4.9 %.

5.4.Inflation Developments
5.4.1. In the outlook, annual inflation was on a declining trend, closing the year
at 26%. The highest monthly inflation rate for the period was 12.1%, recorded
in June 2023, whereas the lowest inflation rate was -1.3% recorded in August
2023.
The table below shows the inflation trend from 2022 to January 2024.
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Figure 1: Inflation Profile (%) Jan 2022 to Jan 2024

Month on Month Weighted Inflation Rate
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5.5.Stock Market Development

5.5.1. The ZSE recorded a total market turnover of ZW$109 billion as at year-
ended 2023, a 295% increase from the previous year. Compared to the
same period in the year 2022, the market turnover recorded a 58% jump
from ZW$17.5 bilion in 2021 to ZIW$27.8 bilion in 2022. The market
capitalisation gained 722% from ZW$2.04 trillion in December 2022, to close
the year at ZW$16.8 trilion. The Zimbabwe Stock Exchange All Share Index
gained 982% from 19,494.85 points in 2022 to close at 210,833.92 points in
2023.

5.6.Victoria Falls Stock Exchange Market

5.6.1. The VFEX All Share index fell 41% at the end of the year 2023, closing at
70.48 points, down from 99.07 points in December 2022. The VFEX market

capitalization gained 113% from the previous year to close at US$1.2 billion.
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6. Architecture of the Pensions Industry
6.1.As at 31 December 2023, there were 965 registered occupational pension

funds, down from 981 on 31 December 2022. Of these, 482 were active,
representing 50% of the industry's funds. The remaining 483 were inactive,
either paid up or undergoing dissolution.

6.2.The table below shows the total number of funds and membership under

the three pension fund administration models.

Table 4: Pension Fund and Membership Statistics

Number of Pension Funds Total Membership

as at 31 December... as at 31 December...
Administration Model
Insured 800 797 367,631 366,842
Self- Administered 151 170 161,062 148,025
Stand- Alone 14 14 438,616 413,454

Membership

6.3. Membership increased by 1.41%, bringing the total number of members in
the pensions industry to 967,309 as at 31 December 2023. The increase was
due to new entrants reported by all administrators during the review period.

6.4.The table below shows the breakdown of membership as of 31 December
2023 and 31 December 2022.

Table 5: Membership Breakdown

Membership as at 31 December...
Membership Class

2023 2022
New Entrants 14,558 10,803
Active members (excluding new entrants) 367,313 351,869
Pensioners (Excluding beneficiaries) 35,444 35,202

Deferred Pensioners 411,294 406,544
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Membership as at 31 December...

Membership Class

2023 2022
Suspended Pensioners (Excluding beneficiaries) 14,281 12,361
Unclaimed benefits (number) 97,822 111,542

Total Members excluding beneficiaries 940,712 928,321

Total Number of beneficiaries 26,597 25,565

Total members including beneficiaries 967,309 953,886

6.5.The increase in membership was primarily due to new entrants. Members
with unclaimed benefits decreased from 111,542 to 97,822 during the
review period. This decline was mainly driven by the transfer of some
members' unclaimed benefits to the Guardian Fund and the
reclassification of membership categories in accordance with Circular 28
of 2022.

6.6.Pensioners receiving benefits made up 4% of the total industry membership,

as illustrated in the distribution of membership by status in the figure below.

Figure 2 : Membership Distribution by Status

Deferred Pensioners
Active members (excluding new entrants)

Unclaimed benefits (number)

2022 : : o
Pensioners (Excluding beneficiaries)

W 2023

Suspended Pensioners (Excluding beneficiaries)

New Entrants

0 50 100 150 200 250 300 350 400 450
Membership in ‘000’

7. Key Performance Indicators
The industry's key performance indicators are presented in the table below.



Table 6: Key Industry Performance Highlights
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Self-
Indicator Administered | Sfand Alone Total 2023
Funds
Funds
Number of Funds 800 14 965
Members excl. beneficiaries 365.877 156.614 418221 940,712
venellineomeiin 2 filiens) 474613614 298094095 | 6,795813.67 14,522,891
Total Contributions(in ZW$
millions) 204,968.77 252,486.47 428,718.56 886,173.81
Rental Income(in ZW$ millions) ) 19.119.54 118.949.41 138,069
Investment Income(in ZW$
millions) 4,511,696.22 2,686,005.33 6,284,849.11 13,482,551
Pure Investment Income(in
ZW$ millions) 4,387,140.30 651,941.54 376,635.97 5,415,718
Investment Income over Total 88% 69.81% 87.20% 244.66%
Assets
Total Expenditure(in ZW$
millions) 133,537.97 125,732.84 282,525.22 541,796.03
Total Benefits Incurred (in ZW$
millions) 83,938.63 86,007.26 159,411.11 329,357.00
Expenses/ Contributions 69.82% 53.33% 84.96% 71.33%
Expepses/ Confributions 4% 10% 35% 19%
Received
Administrative
Expenses(in ZW$ millions) 7,652.26 23,807.60 117,037.96 148,497 .82
Expenses/ Total Income 0% 1% 2% 1%
Increase/ Decrease in Net
Assets(in ZW$ millions) 4,612,598.17 2,855,208.11 6,513,288.45 13,981,094.72
Total Assets(in ZW$ millions) 5,148,988.64 3,847,358.95 7.,205,501.49 16,201,849.08
Total Assets per Member(in
ZW$ millions) 14.07 24.57 17.23 17.22
Percentage of Total Assets 32% 24% 44% 100.00%
Prescribed Assets(in ZW$
millions) 496,286.81 508,513.63 266,798.61 1,271,599
Prescribed Assets Ratio 10% 13% 4% 7.85%
Contribution Arrears(in ZW$
millions) 40,332.65 84,730.34 301,005.28 426,068.27
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8. Assets

8.1.As at 31 December 2023, the industry's asset base was ZW$16.20 frillion,
equivalent to US$2.65 billion at the prevailing closing rate an increase from
IW$1.59 trillion (US$2.33 billion) reported in 2022.

8.2. While the industry reported a 14% growth from the previous year's US$2.33
billion, this growth was mainly due to revaluation gains, which made up 70%

of the total income for the year ending 31 December 2023.

8.3.The total industry's asset base translates to a penetration ratio of 10% of
GDP, compared to 11.46% in the previous year.
8.4. The total assets of the industry were invested as depicted in the Figure

below:

Figure 3: Breakdown of Assets

M Investment property

B Quoted Equities

u Unquoted Equities
Prescribed assets

B Money market investments

B Cash on hand and at bank

H Contribution arrears

H Rental arrears

M Other

8.5.As shown above, the industry's assets are concentrated in two classes:
investment property and quoted equities.

8.6.Investments in quoted equities fotalled ZW$2.6 trillion (US$425.89 million) for
the period under review, decreasing from 21.31% of total assets in 2022 to
16% of total assets. Property investments, valued at ZW$9.1 frillion (US$1.5

billion), increased to 56% of total assets from 39.90% of total assets in 2022.
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8.7.Contribution arrears for the year ended 31 December 2023 were ZIW$
426.07 billion (US$69.79 million), constituting 2.63% of the industry's total asset
base, up from 1.65% in the prior year.

8.8. Arrears related to stand-alone funds had the highest proportion of industry
arrears, amounting fo ZW$301.00 billion, constituting 71%, up from 70.28% in
the previous period. The Commission calls upon the sponsoring employers
of these funds to adhere to the payment plans in place.

8.9.Moreover, contribution arrears contfinue to lose value in the prevailing
macroeconomic climate. As investment assets appreciate to match
inflation, conftribution arrears do not frack inflation accordingly. Though
interest is charged on contribution arrears, it does not adequately
compensate for the loss suffered.

8.10. As at 31 December 2023, prescribed asset investments were ZW$1.27
trillion, translating to a ratfio of 7.8% of total assets, up from 5.98% in the
previous year. Though the prescribed asset compliance level increased, it
remains below the regulatory minimum of 20%. The increase in prescribed
asset investments was also due to the issuance of gold coins and gold-
backed digital tokens, which also bear prescribed asset status.

8.11. As at 31 December 2023, the industry had acquired 1,195 coins of varying
denominations valued at ZW$27.58 billion (US$4.19 million). The table below

shows the industry's investment in gold coins.

Table 7: Gold Coin Investments

Denomination Total

0.1 0z 22
0.25 Oz 33
0.50z 46
10z 1,894

Number of Coins

Value of Gold Coins (ZWS billions)

8.12. The industry also acquired 4.99 million milligrams of gold-backed digital
tokens, valued at ZW$2.30 billion as of the reporting date.
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Table 8: Gold-backed Digital Tokens Investments

Value Tokens held

(ZWS billions) (MG in millions)
Total 2.30 4.99

8.13.The gold-backed instruments offered the industry an alternative store of
value.
8.14.The following instruments were granted prescribed asset status during the

review period.

Table 9: Industry Uptake on Approved Prescribed Assets for the Year 2023

Sector Amount Uptake
In US$ millions

African Century Limited Finance 5 1.15 23%
Pure Ol Manufacturing 5 2.42 48%
Centrawest Pvt Ltd Energy 425 - 0%
ZEIPF -Marondera Shopping mall Infrastructure -
Commercial 6.5 6.50 100%
property
Datvest-Dabuka Village Infrastructure
Residential 7.5 0.50 7%
stands
WestProp Infrastructure 30 - 0%
IDBZ-Rooiport Infrastructure -
Residential 4.9 - 0%
stands
Infrastructure - 1.4 - 0%
First Mutual Wealth Student .
accommodati 4.2 4.19 42%
on
Agrowth-Debenture Agriculture 10 9.94 99%
Agriculture 20 0.50 25%
AFC-Agrobills ;

& Agriculture 8,500 8,428.25 99%
Stratus and Partners -Commodity Finance 50 . 0%
Fund
Harvest Capital Agriculture 100 - 0%
Revitus-Reit Infrastructure -

Commercial 11.88 - 0%

property
Sandawana Mine Energy 200 20.00 10%
Streamwalk Infrastructure -

Hotel 39.6 - 0%
Agrowth-Debenture Agriculture 3.5 4.07 100%
AFC-Agrobills Agriculture 30.04 3.88 13%
ZB-Agrobills Agriculture 5 - 0%

Totals 581.34 57.45
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8.15. Despite the increase in instruments granted prescribed asset status, industry
uptake remains below the minimum 20% threshold. This is because the
retfurns are considered unfavourable, as they do not track inflation as

effectively as quoted equities and investment properties.

9. Liabilities
9.1. Asat 31 December 2023, liabilities totalled ZW$16.34 frillion (US$2.68 billion).

Reserves and liabilities due to members amounted to ZW$16.05 ftrillion
(US$2.63 billion), making up 98% of the total liabilities. Benefit provisions for
members were ZW$15.2 frillion, constituting 93% of fotal liabilities. In
comparison, liabilities in 2022 were ZW$1.46 trillion (US$2.13 billion).

9.2. Unclaimed benefits increased from ZW$6.09 billion (US$8.90 million) to
IW$89 billion (US$14.58 million), largely due to the revaluation of supporting
assets. Funds are required to comply with the Administration of Estates Act
and remit any unclaimed benefits held for at least five years to the
Guardian Fund.

9.3. As at 31 December 2023, the industry had arrear pension benefits totalling
IW$88.61 trillion (US$14.52 million), with 90% attributable to self-administered
pension funds. In 2022, arrear pension benefits were ZW$55.01 ftrillion
(US$80.39 million).

10.Income and Expenses

10.1. Income and expenses were converted to US$ using the average rate for
the periods.

10.2. Total income for the review period was ZW$14.52 trillion (US$4.10 billion),
compared to ZW$1.28 trillion (US$3.34 billion) in the previous year. Similar to
2022, the major sources of income were revaluation gains on property and
unrealised fair value gains on financial assets, fotalling ZW$8.07 frillion
(US$2.28 billion) and accounting for 56% of total income.

10.3. Revenue from contributions was ZW$886.17 billion (US$250.14 million),
against related membership expenditure of ZW$329.36 bilion (US$92.97
million), resulting in a profit of ZW$556.81 billion (US$157.17 million) from

membership activities.
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10.4.

10.5.

10.6.

10.7.

10.8.

10.9.

Investment activities were the largest income source, totalling ZW$13.48
trillion (US$3.81 billion) and representing 93% of overall industry income,
while the residual income of ZW$1.04 billion accounted for just 7% of total
revenue.

Standalone funds accounted for 47% of the total industry income, while
insured and self-administered funds confributed 33% and 20%, respectively.
Total expenditure, excluding benefits, amounted to ZW$212.44 billion
(US$59.96 million), up from ZW$32 billion (US$81.05 million) reported in 2022.
The primary driver of expenditure was administrative expenses, which
totalled ZW$148 billion (US$41.92 million).

Standalone funds contributed the highest proportion of total spending
within the industry at 58%, compared to the insured and self-administered
sectors, which reported 23% and 19%, respectively.

The Commission established an Expenses Framework that outlines limits and
the criteria for charging certain expenses, aimed at implementing cost-
cutting measures within the industry.

The ratio of administrative expenses to contributions is illustrated in the

graph below: -

Figure 4: Ratio of Administration Expenses to Contributions
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10.10. Based on the figure above, stand-alone funds had the highest ratfio of
administration to conftributions ratio. It was followed by self-administered
funds and lastly insured funds.

10.11. The Commission continues to monitor these ratios to ensure that pension

fund spending remains within prescribed and sustainable limits.

11.Complaints
11.1. For the year ended 31 December 2023, the Commission received a total of

168 complaints. Approximately 60% of these complaints were related to
pension benefits, with 98 concerning delayed or unpaid benefits and 2
regarding inadequate benefits. The remaining 40% of complaints were
distributed as follows: 11 related to the 2019 Compensation (7%), 21 to the
pre-2009 Commission of Inquiry (13%), 9 to communication issues (5%), and
27 to other general complaints (16%).

11.2. The graph below summaries the breakdown of the complaints as explained

above:

Figure 5: Breakdown of Complaints
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Types of complaints
11.3. The primary reasons for the high number of complaints during the year
under review were:

e Delay/Unpaid benefits.
o Other (General) complaints.
e Commission of enquiry.

Resolution Rate

11.4. The diagram below illustrates that, as at 31 December 2023, 62% of the

received complaints had been resolved, while 38% remained unresolved.

Figure 6: Status on Resolution of Complaints

R

—

Unresolved, 63, 38%

Resolved, 105, 62%

Resolved ™ Unresolved

11.5. The unresolved complaints were primarily associated with the pre-2009
Commission of Inquiry, as many pension funds had not yet submitted their
compensation frameworks. Other unresolved complaints were mainly due
to insufficient information fromm members, ongoing investigations by

administrators or pension funds, and contribution arrears from sponsoring

employers.
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12.Challenges in the Pensions Industry

The same challenges that were reported in 2022 persisted in 2023. They were
as follows:

12.1. Unstable Operating Environment

Hyperinflation and unemployment, eroded pension benefits and resulted in
applications for paid-up or dissolution of funds, respectively. As a resulf,
members' reasonable benefit expectations are not being met calling for
concerted efforts from various stakeholders to address the root causes for low

benefits.
12.2. Inadequate Pension Benefits

Due to job mobility and insufficient contributions, the final benefits a member
receives are heavily reliant on contributions and investment returns over time.
These benefits are often inadequate to sustain members in retirement.
Frequent job changes lead to members cashing out their employee portions,

resulting in fragmented conftribution periods.
12.3. Contributions Arrears

Some sponsoring employers are struggling with viability issues, resulting in them
not being able to make monthly contributions to their pension funds. These
contributions are crucial as they include a portion of administrative expenses
and are vital for the fund's growth. Without these conftributions, the fund must
rely on investment income to cover administration costs. However, using
investment income for expenses can deplete the fund's assets, especially if the

investment returns are lower than the operating costs.
12.4. Declining Contributions

Pension contributions are decreasing because employers are not adjusting
pensionable salaries in line with inflation. Instead, they are paying more in non-

pensionable allowances. Consequently, contributions to pension funds are
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based on lower pensionable salaries, leading to a decline in the contribution

rates from members.
12.5. Lack of Sound Governance on the Board of Funds

Many pension schemes lack a properly constituted Board of Funds and do not
have the right mix of skills needed for sound decision-making. Often, decision-
making is delegated to the administrator, with trustees playing a passive role,
which is not ideal. The board should be actively involved in all financial
decisions regarding the fund. Board members need to be capable of
interpreting financial statements and actuarial valuation reports, and they
should ask pertinent questions to service providers. The Commission issued a
circular on 23 of November 2023 giving the industry up to 30 May 2024 to
comply with the requirement of COP, failure of which non-complying members

will be disqualified.
12.6. Non-compliance with regulatory requirements

The timeous production of statutory Annual Reports contfinues to be hampered
by the industry’s failure to meet the reporting deadline. The envisaged
acquisition of a Supervision System is expected to go along way in streamlining
the timelines for producing the reports. Further, the system will assist in aiding
the analysis of the performance of the industry. The Commission remain seized

with tackling this challenge through stakeholder engagement.
12.7. Lack of Data Integrity

The pensions industry continues to experience data integrity challenges arising
from historical manual record-keeping systems, system changeover
weaknesses and fragmented Management Information Systems (MIS). The
Commission is seized with ensuring data integrity through supervisory focus on

MIS and enforcement of minimum standards for record-keeping.
12.8. High Licence Fees

Many pension industry IT systems are sourced from international service

providers, requiring forex for payments. This forex, intended to benefit fund
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members, often ends up benefiting the service providers instead. There is a call
for the pensions industry to collaborate with local universities to develop
systems solutions, ensuring that resources benefit fund members more than

service providers.
Supervisory Responses

The Commission implemented the following measures in response to the above

cited challenges and to enhance member outcomes:-

a. The Expense Framework is being enforced to reduce excessive administration
costs and allocate resources more effectively for benefit enhancement. The
Commission is receiving feedback on the Framework's intended
consequences, particularly regarding the sustainability of the fund
administration business and the viability of the asset management business.
This feedback is being carefully considered, and Management will propose
adjustments to the Framework to address any unintended consequences.

b. Product review, including re-registration of all post-retirement products, and
reforms of deposit administration schemes, including guaranteed funds.

c. Envisaged consolidation of smaller funds for economies of scale, post
conclusion of the pre-2009 Compensation process.

d. Engagement with employers and labour unions on remittance of
conftributions and reasonability of pensionable salaries.

e. Lobbying with the Government for holistic pension reforms at a national level
to ensure the sustainability of the public and private occupational pension
industry.

f. Enhanced supervision and monitoring of the industry through the adoption

of risk-based supervision.
Concluding Remarks

The year 2023 had its successes and challenges. Positive developments included
the gazetting of the Pre-2009 Pension Compensation Regulations,
implementation of the new Pension and Provident Funds Act [Chapter 24:32],

containment of expenses, which were haemorrhaging pension funds,
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improvement in the quality of trustees and general improvement in pension
benefits. The challenges hindering the improvement of member outcomes
include low consumer confidence due to value loss, product irrelevance,
declining pension contributions, low pension accumulations, and low pension
benefits. Moving forward, strategic initiatives will be implemented to address

these challenges.
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PENSIONS

ANNUAL REPORT

Protecting The Interests Of Insurance And Pension Consumers

HEAD OFFICE - 160 Rhodesville Ave, Greendale, Harare BULAWAYO COMPLAINTS HANDLING OFFICE - Office No 18, Tel: +263 (242)443358/59/69 +263 772154 281-4 Protecting the interests of Insurance

HARARE COMPLAINTS HANDLING OFFICE - Kingstons House, Cnr  Bulawayo Centre, + + .
Leopold Chr Joshua Nkomo Street & Sth Ave, Bulawayo 263 (242)443322 263(242)444333 and Pension Consumers.

Takawira/Kwame Nkrumah Avenue, Harare _




