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ANNUAL GENERAL MEETING

The ANNUAL GENERAL MEETING of the General Commitiee of the Fund will be held at the
Sinodale Centre, Pictenmaritzburg, on Friday 25 February 2011. The attention of members of the Fund
is drawn to Rule 17(b) of the joint Rules for the Management and Administration of the Natal Joint
Municipal Pension/KwaZalu-Natal Joint Municipal Provident Funds, as amended, which provides that
a copy of the Anuual Report and Financial Statements shall be forwarded to each Municipality at least
45 days prior o the Annuzl Geperal Meeling and to each member upon written request to the Fund.
Any business that a Municipality or member desires to be discussed at such meeting shall be submitted
in writing to the Director at least 30 days prior thereto.

PIETERMARITZBURG




SCHEDULE - A
Item 1

The following Annual Report and Financial Statements for the year ended 31 March 2010 are
submitted by the Committee of Management in terms of the Rules for the Management and
Administration of the Fund approved by the Premier of KwaZulu-Natal, and promulgated in Provincial
Gazette No. 5148 dated 8 August 1996 under PN. 273, 1996.

REGULATORY INFORMATION FOR THE YEAR ENDED 31 MARCH 2019

Funds registered office (the Fund is a sclf-administered Fund)

Postal Address: Physical Address:

. , 2™ Floor Timpen
7.0 Box 850 17 Timber Strect

ietermaritzburg; . .
3200 Pietermaritzburg
{3201
Financial reporting periods

Current Period: Previous Period:
1 April 2009 to 31 March 2010 1 April 2008 to 31 March 2009

Responsible persons in terms of section 8 of the I'ensions Funds Act, 1956

Principle Officer : Mr. Sam Camilleri

Date Appointed : 01.07.2007
Postal Address : P.O. Box 890, Pietermaritzburg, 3200
Physical Address : 2™ Floor Timpen, 17 Timber Street, Pietermaritzburg, 3201

Telephone Number : (033) 2641800

E-mail Address : director@mnimpf.co.za




Board of Trustees

- Employer Representatives
Date -
¥ull Name Appointed Date Resigned
Clir. Mrs. Madlopha Celiwe Qhamkile 24.03.2006 -
Cllr. Mrs. Msibi Veronica Zanele (V.C.} 02.03.2001 -
Clir. Mvelase Sipho Andrias 23.03.2001 -
Clir Talmage Earl Andrew 23.07.2007 -
Cllc.Mrs. Shabalala N.V. 14.11.2008 -
- Member Representatives
Date .
Full Name Appointed Date Resigned
Mrs. Deku Dorothy Thandiwe 01.11.2007 -
Mr. Dube Xolani 30.11.2001 -
Mr. Madlala Dennis Mderi 22.02.2008 -
Ms. Mngadi Thandi Barbara 01.07.2002 -
Mrs. Myeza Dombi Rosemary 06.02.2004 -
- Pensioner Representative
Date .
Full Name Appointed Date Resigned
Mr. Hoosen Alxiul Rahaman 07.07.2008 )
- Provincial Minister of Local Governments Representative
Date .
¥ull Name Appointed Date Resigned
Mr. Owen Nhlonipho Mungwe 18.02.2005 05.02.2010

PENDING




Professional Service Providers

- Actuary/Valuator:
Full Name : Arthur Els & Associates Consulting Actoaries
Postal Address : Suite 163, Private Bag X11, Craighall, 2024
Physical Address : 1% Floor, Marlborough Gate, Hyde Lane, Hyde Park, 2196
Telephone Number (011) 441 2760 - 2710 |
E-mail Address : info@arthurels.com

- Auditors

= Statutory Auditor:

Full Name :  Auditor-General

Postal Address :  Private Bag X9034, Pictermaritzburg, 3200

Physical Address : Redlands Estate,1 George MacFatlane Ln, Wembley, 3201
Telephone Number - {033) 264 7400

E-maijl Address :  pmbrha@agpsa.co.za

=  Internal Auditor (appointed by Committee of Management):

Full Name : Deloitte & Touche Chartered Accountants (SA)
Postal Address : P.O. Box 243, Durban, 4000
. . Deloitte Place, 2 Pencarrow Crescent, Pencarrow Park, La Lucia Ridge
Physical Address  : er o Betate, La Lucia, 4051
Telephone Number :  (031) 560 7000
E-mail Address :  clientservicecentre@deloitte.co.za

-~ Asset Consultants/Tnvestment Advisor:

Full Name : Alexander Forbes Financial Services

Postal Address : P.O.Box 786029, Sandten, 21456

Physical Address : Alexander Forbes Place, 61 Katherine Street, Sandown, 2196
Telephone Number :  (011) 269 0000

E-mail Address :  www.alexanderforbes.com

FAIS Number ;1177




- Cuostodian and Nominees:

Full Name :  Nedbank Limited (Head Office) - Reg. No. 1951/000009/06
Postal Address :  P.0.Box 3212, Johannesburg, 2000
Physical Address : 135 Rivonia Road, Sandton, 2196
Telephone Number : (011) 294 3166
E-mail Address = : www.nedbank co.za
- Risk (Fidelity) Insurers:
Foll Name : Cémargue —Reg. No. 2000/028098/07
Postal Address :  Postnet Suite 250, Private Bag X4, Bedfordview, 2008
Physical Address :  1* Floor Eton House, 15 Eton Road, Parktown, Johannesburg
Telephone Number :  (011) 356 4845
E-mail Address :  camar c VM.co.Za
FSP Number 1 6344

The list of pariicipating employers (Municipalities) and the list of participating employees are available
at the Fund’s offices if needed. '



SCHEDULE -B
Ttem 2

STATEMENT OF RESPONSIBILITY BY THE COMMITTEE OF MANAGEMENT

The Committee of Management hexeby certify to the best of its knowledge that, during the period
under review, in the execution of its duties they:

ensured that proper registers, books and records of the operations of the Fund were kept,
inclusive of proper minutes of all resolutions passed by the Comumittee of Management; and

ensured that proper intemal control systems were employed by or on behalf of the Fund; and

ensured that proper registers, books and records of the operations of the Fund were kept,
inclusive of proper minutes of all resolutions passed by the Committee of Management; arid

took &l reasonable steps to ensure that contributions were paid timecusly to the Fund or reported
where necessary in accordance with Section 13A and regulation 33 of the Pension Funds Act,
1956; and

obtained expert advice on matters where they lacked sufficient expertise; and

ensured that the regulations and the operation and administration of the Fund complied with the
Pension Funds Act, 1956, the Financial Institutions (Protection of Funds) Act, 2000, and all
other applicable laws, and '

confirm that, in respect of self-admimstered assets, the Fund is covered under a fidelity
guarantee insurance policy. This cover is deemted adequate and in compliance with the
regulations of the Fund In respect of assets administered by the five Investment Managers, each
Manager has procured Fidelity cover and/or Professional liability cover, by means of single
policies, for amounts considered adequate to fulfill the requirements of the combined clientele of
each individual Investment Manzager. The Committes of Management is of the opinion that the
existing fidelity cover maintained by the Fund and its Investment Managers is adequate in
accordance with the above guidelines and policies; and

confirm that the Investments of the Fupd are in accordance with the investment strategy and
policy and, as the Fund is a defined benefit Fund, individual investiment choice do not apply.

Key performance objectives

The Long Term Investment Objectives of the Funds as approved by the Committee of Management

are:

To achieve a Jong-term real return of at least CPIX plus 4.5% net of investment fees over
rolling five-year periods. This long term real rate of return is, in the Committee of
Management considered opinion, the minimum required.

In addition, the manager is expected to add retwns of 2% a year in excess of that achieved
from the passive benchmark portfolio, measured over rolling 5 year peziods.

Performance resalts



Performance results

Year CPL +4.5% Retirement
Fund % Return

5 years to 114 16,2

31" March 2010

Year Retiremeni Fund % Return Benchmark
+2%

S years to 16,2 14.8

31st March 2010

Source: Alexander Forbes

The Fund has achieved all investment objectives.

Investigation in progress

The Fund has requested Deloitte & Touche to undertake a forensic investigation. The investigation was
initiated based on the identification by management of possible misappropriation of monies by a senior
person responsible for the accounting function of the Fund. The investigation has resulted in criminal

proceedings being instituted against the employee




APPROVAL OF THE FINANCIAL STATEMENTS

The annual financial statements of the Fund are the responsibility of the Committee of Management.
The Committee of Management fulfils this responsibility by ensuring the implementation and
maintenance of accounting systems and practices adequately supported by internal financial controls.
These confrols, which are implemented and execuied by the Fund, provide reasonable assurance that:

e the Fund’s assets are safeguarded, and
transactions are properly authorised and executed; and
e the financial records are reliable.

The annual financial statements have been prepared in accordance with:

generally accepted accounting practice in South Africa; and
* the rules / regulations of the Fund; and
» the provisions of the Pension Funds Act, 1956.

These financial statements have been reported on by the Auditor-General, who was given unrestricted
access to all financial records and related data, including minutes of all relevant meetings. The
Committee of Management believes that all representations made to the Auditor-General during their
audit were valid and appropriate. The Auditor-General’s audit report is presented in Annexure A.

These financial statements:

were approved by the Committee of Management;
are certified by them to the best of their knowledge to be true;
fairly represent the net asscts of the Fund at 31 March 2010 as well as the resulis of its
activities for the period then ended; and
¢ are signed on the Committee of Management’s behalf by:

[DATE:” [2 [2 1 [0 [2 |0 J1 [0 |




SCHEDULE -C
Item 3

STATEMENT OF RESPONSIBILITY BY THE PRINCIPAL OFFICER

I confirm that for the year under review the Fund has lodged with the Registrar of Pension Funds all
such returns, statements, documents and any other information required in terms of the Pension Funds

Act, 1956.

MR. S. CAMILLERI
PRINCIPAL OFFICER



ANNEXURE A



SCHEDULE - D
Ttem 4

REPORT OF THE AUDITOR-GENERAL ON

THE ANNUAL FINANCIAL STATEMENTS

OF THE FUND FOR THE YEAR ENDED

31 MARCH 2010



REPORT OF THE AUDITOR-GENERAL TO THE BOARD OF TRUSTEES OF THE NATAL
JOINT MUNICIPAL PENSION FUND {RETIREMENT) AND THE REGISTRAR OF
PENSION FUNDS ON THE FINANCIAL STATEMENTS OF THE NATAL JOINT
MUNICIPAL PENSION FUND {RETIRENENT) FOR THE YEAR ENDED 31 MARCH 2010

REPORT ON THE FINANCIAL STATEMENTS

Introduction )

| have audited the accompanying financial statements of the Natal Joint Municipal Pension
Fund (Retirement), which comprise the statement of net assets and funds as at 31 March
2010, and the statement of changes in net assets and funds for the year then ended, and a
sumnmary of significant accounting policies and other explanatory information, and the report
of the committee of management as set out in Schedule E and on pages 1 to 17 of
Annexure B.

The board of trustees’ responsibility for the financial statements

The board of trustees are responsible for the preparation of these financial statements in
accordance with the basis of accounting applicable to retirement funds in South Africa as set
out in Annexure B to the financial statements and in the manner required by the Pension
Funds Act, 1956 (Act No. 24 of 1956) (PFA).This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatements, whether due
to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances

Auditor-General’s responsibility

As required by section 188 of the Constitution of South Africa, section 4 of the Public Audit
Act of South Africa, 2004 (Act No. 25 of 2004) and section 15 of the Pensions Fund Act (Act
No. 24 of 1956 as amended), my responsibility is to express an opinion on these financiai
statements based on my audit.

| conducted my audit in accordance with International Standards on Auditing and Genera/
Notice 1570 of 2009 issued in Govemment Gazette 32758 of 27 November 2009. Those
standards require that | comply with ethical requirements and pian and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal controi relevant to the entity's preparation of the financial statemenis in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financiai statements.

1 befieve that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my audit opinion. :



Opinion

In my opinion, the financial statements of Natal Joint Municipaf Pension Fund (Retirement)
as at 31 March 2010 have been prepared, in all material respecis, in accordance with the
basis of accounting applicable to retirement funds in South Africa as set out in Annexure B
of the financial statements and in the manner required by the Pension Fund Act.

Emphasis of matter
[ draw attention to the matter below. My opinion is not modified in respect of these matters:

Basis of accounting

The fund’s policy is to prepare financial statements in accordance with the basis of
accounting applicable to retirement funds in South Africa as set out in Annexure B to the
financial statements and in the manner required by the Pension Funds Act, 1956 {Act No. 24
‘of 1956) (PFA). '

Additional matters
| draw attention to the matter below. My opinion is not modified in respect of these matters:
Investigation in progress

An independent consulting firm is conducting an investigation on the request of management
of the entity, investigating allegations of possible misappropriation of monies by a senior
cfficial responsible for the accounting function of the entity. Criminal proceedings have
commenced against the employee.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In terms of the PAA of South Africa and General notice 1570 of 2009, issued in Government
Gazette No. 32758 of 27 November 2009 | include hefow my findings on the report on
predetermined objectives, compliance with the Pension Fund Act and financial management

(internal control).

Findings

Predetermined objectives
No matters to report.

Compliance with laws and regulations
No matters to report.

INTERNAL CONTROL

! considered internal controf relevant to my audit of the financial statements and the
report on predetermined objectives and compliance with the Pension Fund Act but
not for the purposes of expressing an opinion con the effectiveness of intemal
control. The matlers reported are limited to the deficiencies identified during the
audit.

No matters to report.



Pietermaritzburg

15 October 2010
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SCHEDULE - E
Ttem 5

REPORT OF THE COMMITTEE OF MANAGEMENT

Deseription of the fund:

In terms of Section 1 of the Income Tax Act, 1962, the Fund is classified as a Pension Fund (defined
benefit).

The Retirement Fund was established in 1967 as a defined contribution fund and was subsequently
converted into 2 defined benefit find in 1975, at which time the payment of lump sums and monthly
pensions commenced upon the early retirement of members at age 55 to normal retirement at age 65, and to
spouses upon. the death of members, subject to the provisions of the Regulations, calculated on salary and

service.

The Funds Rules & Regulations are available at the employer’s offices, the Fund’s of‘ﬁces and on the
Fund’s webpage (www.njmpf.co.za).

The strategy of the Commiitee of Management relative to unclaimed benefits is to endeavour to trace
beneficiaries and thus effect payment of unclaimed benefits. The Fund bas maintained complete

records, as prescribed, in respect of unclaimed benefits.

With regards to coniributions, members contribute at a rate of 7,00% of their pensionable emoluments in
terms of regulation 15 whilst participating employers contribute at a rate of 13,65% of members’
pensionable emoluments in terms of regulation 18(1)(b) together with a surcharge of 12% of members’

pensionable emolurnents.

Investment strategy:

The primary objective of the Fund is to ensure that full benefits in accordance with the regulations of the
Fund can be paid as and when they arise. It is provided in the Fund’s regulations that pension increases
must also keep up with a minimum of 75% of the cumulative increase in the consumer price index.

The broad investment objective is to invest in appropriate asset types that will deliver returns over a rolling
five-year periods (after tax and investment manager fees) of CPIX plus 4,5%. The Domestic Investment
Managers are expected to produce a return of at Ieast 2% per anmun above their Benchmark net of fees,
over rolling three-year periods. The Fund’s International Investment Managers’. are expected to produce a
return of at least 1,5% per annum in excess of the equity component of the Benchmark. On the Absolute
Return Fund component, the return should be at least equal to the return on LIBOR, net of fees, over rolling

three-year periods.

The Committee of Management has appointed Investment Managers to invest the Fund’s assets and meet
the investment objectives set out in the Investment Policy Statement (which is available for inspection at
the Fund’s offices) and has also appointed Alexander Forbes as the investment consultant to report back on
performance and ensure manager compliance with the mandate. The Committee of Management meets
monthly to monitor the asset allocation, investment performance and compliance.

The Investment Manager must at all times adhere to the limits set out in Regulation 28 of the Pension
Funds Act.

There are no investments held in Municipalities which participate in the Fund, nor any loans to members.



Assets under Management

Domestic Assets
VALUE OF ASSETS
MANAGER R
2010 2009
ALLAN GRAY LIMITED 621 556 955.81 504 051 070.26

CORONATION FUND MANAGERS

509 901 873.83

380 600 437.01

PRUDENTIALPORTFOLIO MANAGERS

481 761 558.76

369 173 864.84

NIMPF (R) 311 719.91 7 464 000.00
Total value of domestic investments managed 161353210831 | 1261 28937211
Intermational Assets
VALUE OF ASSETS
MANAGER R
2010 2009

ALLAN GRAY LIMITED " 25206 571.89 21 782 414.00
CORONATION FUND MANAGERS 11 224 492.12 10177 627.93
PRUDENTIALPORTFOLIO MANAGERS 8 820 392,44 8 671 638.10
RUSSELL INVESTMENT GROUP 66 106 250.43 54897 123.63
ORBIS INVESTMENT MANAGEMENT 138903 938.16 | 115432 773.00
Total valae of international investments managed 250 261 645.04 210 961 576.66




Membership Statistics
- Contributing Members

Contributing Members

Membership of the Fund decreased by 7.18% to a total of 4008 during the year as reflected hereunder:

2010 2009
Membership as at 1 April 2009 4318 4639
Admissions 4 990
Transfer External - -
Internal 1 962
External Fund — In 13
Re-admission - -
New Members 3 15
Exits 314 1331
Retirernent At pension/optional retirement age 40 41
' Early 51 39
Hll-healith (at least 10 years service) 24 41
(less than 10 years service) 2 5
Retrenchment {at least 10 years service) - -
' (less than 10 years service) - -
Death 122 153
Resignation 31 22
Dismissal 12 21
Transfer Internal 1 962
Extemnal ' B 2
External to — Super Fund B 23
Provident 14 17
Deferred Beneficiary - -
Other 1 5
Membership as at 31 March 2010 4 008 4318




- Pensioners/Dependant Beneficiaries

The number of pensioners and dependant beneficiaries decreased by 0.13% to a total of 3866 during
the year as reflected hereunder:

PENSIONERS DEPENDANT
ORDINARY BENEFICIARIES
Pensioners *
Ordinary Other Widows
At beginning of year | 1269 60 2542
Additions 420 0 689
Exiis 453 3 658
At end of year ' 1236 | 57 2573

* Refers to those benefits which are payable by an employer, until such time as the person concerned
attains the pension age.

- Deferred Pensioners

Number
At beginning of year 5
Additions -
Exits -
At end of year 5




- Unclaimed Benefits

Amount
R
At beginning of year 2123 691.90
Unclaimed benefiis received 4275613.15
Less: Unclaimed benefits paid 1 463 244.10
Forfeited to the Fund S , -
At end of year 4 936 060.95
- Actuarial Report

Please refer to attached Actuarial Report for the Retirement Fund as at 31 March 2010,

- Suorples Apportionment

There was no surplus available for distribution at the surplus apportionment date {31 March 2003).
Future surpluses as may be disclosed are for the account of the employers and may be used by them at
their discretion for any of the purposes set out in Section 15E of the Pension Funds Act, 1956.

- Subsequent Events

At the Annual General Meeting in November 2008, it was unanimously approved to merge the Natal
Joint Municipal Pension Fund {Superannuation Fund) and the Natal Joint Municipal Pension Fund
(Retirement). The reason for the merger is to remove historical discrimination in benefits.

The MEC for KZN Co-operative Governance and Traditional Affairs has signed the approval of the merger
on the 2nd February 2010 and we are hopeful that the necessary amendments to the legislation and
promulgation will occur by the 1st April 2011.
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NATAIL JOINT MUNICIPAL PENSION FUND (RETIREMENT)

( REF. NO. 12/8/6676/2)
STATEMENT OF NET ASSETS AND FUNDS FOR THE YEAR ENDED 31/03/2010

NOTES 2010 2009
R R
ASSETS

NON-CURRENT ASSETS 1.863,793,75335 1,472,250,948.77
PROPERTY PLANT AND EQUIPMENT 1 0.00 0.60
INVESTMENTS 2 1,863,793,753.35 1,472,250,948.77
HOUSING FACILITIES 3 0.00 0.5
SURPLUS IMPROPERLY UTILISED RECEIVABLE 22 0.00 0.00
CURRENT ASSETS 19,430,23798 13,965,697.11
TRANSFERS RECEIVABLE 0.00 £7,489.43
ACCOUNTS RECEIVABLE 1,083,982.01 6,378,109.90
CONTRIBUTIONS RECEEVABLE 12 9,392,036.19 7,858 096.65
CASH AT BANK 24 8,954,219.78 (357,998.87 )
SURPLUS IMPROPERLY UTILISED RECEIVABLE 22 .00 0.00
TOTAL ASSETS 1,883,223,991.33 1,486,216,645.88

FUNDS AND LIABILITIES
MEMBERS' FUNDS AND SURPLUS ACCOUNT 1,835,989,960.86 1,457,305,679.86
ACCUMULATED FUNDS 1,835.989,960.86 1,457,305,679.86
AMOUNTS TO BE ALLOCATED 3 0.00 0.00
MEMBERS SURPLUS ACCOUNT 21 0.00 0.00

RESERVES
RESERVE ACCOUNTS 21 0.00 0.00
REVALUATION RESERVE: PROPERTY ,PLANT & EQUIPTMENT 6 0.00 000
TOTAL FUNDS AND RESERVES 1,835,989,960.86 1,457 305,679.86
NON-CURRENT LIABILITIES 6,479,094.46 3,689,64757
FMPLOYER SURPLUS ACCOUNTS 21 0.00 0.00
FINANCIAL LIABILITIES 161 0.00 0.00
PROVISIONS 162 1,543,033.51 1,565,955 67
UNCLAIMED BENEFITS o 4.536,060.95 2,123,691.90
CURRENT LIABILITIES 40,754,936.01 25,221,318.45
TRANSFERS PAYABLE ¥ 6,189,359.42 6,412,128.05
BENEFITS PAYABLE 8 23,850,495.56 16,355,634.71
ACCOUNTS PAYABLE 10 10,715,081.03 3,416,492.03
RETIREMENT FUND TAXATION i1 0.00 (962,936.34 )
TOTAL FUNDS AND LIABILITIES 1,883,223.991.33 1,486,216,645.88
Annexure B Page 1




NATAL Jt OINT MUNICIPAL PENSION FUND (RETIREMENT)

( REF. NO. 12/8/6676/2)
STATEMENT OF CHANGES IN NET ASSETS AND FUNDS FOR THE YEAR ENDED 31/03/2010

NOTES 2010 2009
R R
CONTRIEUTIONS RECEIVED AND ACCRUED 12 117,308,725.13 11L,127,73256
CONTRIEUTIONS TRANSFERRED FROM RESERVE A/C'S 21 000 0.00
CONTRIBUTIONS TRANSFERRED FROM SURPLUS A/C'S 21 0.00 o0
SURPLUS IMPROPERLY UTILISED 2 0.00 600
REINSURANCE PROCEEDS 0.00 000
NET INVESTMENT INCOME 13 381,434,028.22 (126,357897.649 )
(LESS) ALLOCATED TO UNCLAIMED BENEFITS 0.00 0.00
OTHER INCOME 0.00 0.00
LESS: _ 6,470,118.73 6,307,840.91
REINSURANCE PREMIUMS 0.00 0.00
ADMINISTRATION EXPENSES 14 7,114,474.94 7,016,843.86
RETIREMENT FUND TAXATION 11 (64435621 ) ( 709,002.95)
NET INCOME BEFORE BENEFITS AND TRANSFERS 492 177,634.62 (22,038,106.04 )
TRANSFERS AND BENEFITS 113,593,353.62 91,116,71835
TRANSFERS FROM OTHER FUNDS 9,576.50 601,979.12
TRANSFERS TO OTHER FUNDS 7 11,531,112.5% 11,181,927.70
BENEFITS - CURRENT MEMBERS 102,071,817.53 80,536,769.77
NET INCOME AFTER BENEFITS AND TRANSFERS 178,684,281.00 { 113,154,824.39)
FUNDS AND RESERVES 1A457,305,679.86 1.570,460,504.25
BALANCE AT BEGINNING OF PERICD 1,457,305,679.86 1,571,703,128 87
PRIOR-YEAR ADJUSTMENTS 0.00 0.00
OTHER 9 .00 (124262462
TRANSFER BETWEEN RESERVE ACCOUﬁTs 21 0.00 0.00
INVESTMENT INCOME ALLOCATED 0.0t 0.00
CURRENT MEMBERS 0.00 0.00
FORMER MEMBERS 0.00 0.00
SURPLUS AND RESERVE ACCOUNTS 21 0.00 0.00
SURPLUS APPORTIONMENT 21 0.00 0.00
REVALUATION SURPLUS: PROP, PLANT & EQUIPMENT 6 0.00 0.0
TRANSFER BETWEEN RESERVE ACCOUNTS 0,00 0.00
EMPLOYER SURPLUS ACCOUNT 0.00 0.00
MEMBER SURPLUS ACCOUNT 0.00 0.00
ALLOCATION TO/FROM SURPLUS ACCOUNTS 0.00 0.00
BENEFITS TO FORMER MEMBERS 0.00 0.00
SURPLUS TRANSFERS PAYMENTS 0.00 .00
BENEFITS ENHANCEMENTS - OTHER 0.00 0.00
SURPLUS TRANSFERS RECEIVED 0.00 0.00
BALANCE AT END OF PERICD 1,835,989,960.86 1,457,305,679.86
Annexure B Page2




NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT) ( REF. NO. 12/8/6676/2)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

PRINCIPAL ACCOUNTING POLICIES

The following are the principal accounting policies used by the Fund, which are consistent with those of the previous year.

Basis of preparation

The financial statements are propared for regulatory purposes in accordance with the Regulations to the Pension Funds Act. The
Regulations require the basis of accounting applied by the pension funds comptise of general adherence to Generally Accepted
Accounting Practice as applied to retirement funds in Sonth Afiica, except for the following requirements applicable to the :

Disclosure of cash flow information.

+  Disclosure of prior year adjustment.

*  Presentation of consolidated financial statements in which investments in subsidiaries are consolidated in accordance with
the standard on consolidated and separate financial statements.

The financial statements are prepared on the historical cost and going concern basis, modified by the valuation of financial
instraments and investment properties to fair value, and the revaluation of property, plant and equipment to market vatue.

Property, plant and equipment

¥

All property and equipment is initially recorded at cost. Land and buildings are subsequently shown at market value,
based on apnual valuations by exiernal independent valuers.

Decreases that offset previous increases of the same asset are charged to the income statement.

Depreciation is calculated on the straight-line method to write off the cost of each asset, or the revalued amounts, to
their residuzl values over the estimated useful life as follows:

* Computer equipment and software 5 yedrs

* Office equipment 5 years

* Furniture & fittings 10 years

The useful life of existing assets has been further extended to September 2012 when the lease on the current premises
expires.

Where the catrying amownt of an asset is greater than its estimated recoverable amount, it is writien down immediately
to its recoverable amount (i.e. impairment losses are recognised).

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying amount and
are taken into account m determining the nef surplus or deficit. '

Maintenance and repairs, which neither materially add to the value of assets nor appreciably prolong their useful lives,
are charged against income.

Financial Tostruments

*

Recognition

* TFipancial instruments cartied on the statement of net assets and fonds include cash and bank balances, investments,
receivables and trade creditors.

+ Fihancial instruments are initially measured at cost as of trade date, which includes transaction costs. Subsequent to
initial recognition, these instruments are measured as set out below:

Measurement.

* Held to maturity investments are measured at amortised cost using effective interest rates. Available for sale and held
for trading investments are measured at fair value. The fair value of marketable securities is calculated by reference
to the applicable Stock Exchange quoted selling prices at the close of business on the statement of funds and net
assets date. Unifs in unit frusts are valued at the repurchase price,

Invesiment property

=

&

investment properties are held to earn rental income and appreciate capital value.

Investment properties are accounted for at fair market value determined annually by an exterpal independent
professional valuer. Fair value adjustments are included in the net surplus or deficit for the period. Investment properties
are not subject to depreciation.

Annexure B Page 3



NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT) (REF. NO. 12/8/6676/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

Accounts receivable

¥ Accounts receivable originated by the Fund is stated at cost.

Cash and cash equivalents
* Cash and cash equivalents are measured at fair value.

Accounts payable
* Accounts payable are recognised at cost, namely original debt less principal payments.

Provisions
* Provisions are recognised when the Fund has a present legal or constructive obligation as a result of past events, for
which it is probable that an outflow of economic benefits will be required to settle the obligation, and a refiable estimate
can be made of the amount of the obligation. Where the effect of discounting to present value is material, provisions are
adjusted to reflect the time value of money.

Conftributions
* Contributions are brought to account on the accrual basis.

Dividend income, interest and rentals
* Interest is recognised on a time proportion basis, taking account of the principal outstanding and the effective rate over
the perjod to maturity, when it is determined that such income will accrue to the fund.
* Dividends are recognised when entitlement to revenue is established.
* Rental income is recognised on a straight-line basis over the lease term.
* Gains and losses on subsequent measurement to fair value of investments and of all other financial instruments are
recognised in the net investment income during the period in which the change arises.
* Al income derived from script lending is included in the net investment income note.
Transfers to and from the Fund

* Section 14 transfers fo or from the Fund are recognised on approval being granted by the Financial Services Board.
Individual transfers are recognised when the individnal member's transfer is received or paid.

Comparatives
% Where necessary, comparative figures have been reclassified to conform to changes in presentation.

Foreipn transactions policy

* In preparing the annual financial statements of the Fund, transactions in currencies other than the Fund's functional
currency which is SA Rands, (foreign currencies) are recorded at the rates of exchange prevailing on the dates of the
transactions. At each statement of net assets and fimds date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the statement of net assets and funds date. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in 2 foreign currency are not retransiated.

* Exchange differences arising on the settfement of monetary items, and on the retranslation of monetary items, are
included in the statement of changes in net assets and funds for the period. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in profit of loss for the period except for
differences arising on the retranslation of nop-monetary items in respect of which gains and losses are recognised
directly in equity. For such non-monetary items, any exchange component of that gain or loss is also recognised directly

in equity.
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NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT) (REF. NO. 12/8/6676/2)
NOTES TO THE FINANCIAYL, STATEMENTS FOR THE YEAR ENDED 31/03/2010

3. HOUSING FACILITIES
31 GUARANTEE FOR HOUSING FACILITIES

- The fund has granted guarantees to First National, Standard and Ithala Banks for
loans granted to members.

- The amount of the guarantee may not exceed 50% of the cash beacfit that a memiber
would receive if he or she had to terminate membership to the fimd voluntarily.

4.  ACCOUNTS RECEIVABLE

2010 2009
R R
ACCRUED INTEREST /DIVIDENDS 0.00 5,514,147.06
INTEREST 80548 167,204.86
L.A. - ANNUITY REFUNDS (36,052.21) 106,961.93
L.A. - MEDICAL BOARD FEES 457522 24.801.41
L.A. - PENALTY INTEREST DUE 19,123.84 10,602.47
L.A - SURCHARGES 0.00 74,996.00
SUNDRY DEBTORS 749,463.24 286,781.52
PENSIONS - REFUNDS OF OVER PAYMENTS 323,130.37 176,243.87
PREPAID FUND MANAGERS FEES [ 0.00 9,714.95
PENSIONABLE SERVICE DEBTORS 293607 6,595.83
TOTAL 1,083,982.01 ,378,109.90
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NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT)

( REF. NO. 12/8/6676/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

9 UNCLAIMED BENEFITS

2010 2009
R- R
BALANCE AT BEGINNING OF PERIOD 2,123,691.90 638,230.23
TRANSFERRED.FROM BENEFITS PAYABLE & ACC. FUNDS 4.275,613.15 2,728.086.29
INVESTMENT INCOME ALLOCATED 0.00 0.00
LESS: 1,463,244.1¢ 1,242.624.62
TRACING EXPENSES 0.00 0.00
ADMINISTRATION EXPENSES 0.00 0.00
FORFEITED TO THE FUND 0.00 0.00
BENEFITS PAID 1,463,244.10 1,242 624 62
BALANCE AT END OF PERIOD 4,936,060.95 2,123,691.90
10. ACCOUNTS FAYABLE
2010 2009
R R
ACTUARY'S FEES 52.868.64 0.00
MINIMUM LEASE PAYMENT 2491648 36,241.52
CONTRIBUTIONS PAID IN ADVANCE 2078,13L.69 1.998,462.09
CONTRIBUTIONS DUE FOR REFUND. 359.736.71 359,736.71
AUDIT FEES 13,452.00 _
INTEREST { DIVIDENDS # 0.00 4868141
ADMIN EXPENSES AS PER MEMBERS RATIO 302,13%.14 $98.93533 _
OPERATING EXPENSES - 0.00 14,434.97
PENSIONERS - MEMBER PAYMENTS & TAX DEDUCTIONS 6,165,041.31 0.00
SUNDRY CREDITORS 1,600,931.44 0.00
UNPAID PENSIONS 117,813.62 0.00
TOTAL 16,715,081.03 3,416,492.03
11. RETIREMENT FUND TAXATION
2010 2009
R R
TAXABLE INCOME .00 .00
LESS: FORMULA REDUCTION 0.00 0.00
I
RETIREMENT FUND TAXABLE AMOUNT 0.00 0.00
RETTREMENT FUND TAXATION AT RELEVANT RATE 0.00 0.00
AT BEGINNING OF PERIOD (962,936.34) (253,933.39)
RET. FUND TAXATION - CURRENT (644,356.21) (709,002.95)
RET. FUND TAXATION - PRIOR YEAR UNDERFROVISION 0.00 0.00
RETIREMENT FUND TAXATION PAID ( L,607,292.55) 0.00
AT END OF PERIOD 0.00 (96293634 )
Annexure B Page 10
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NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT)

13. NET INVESTMENT INCOME

( REF. NO. 12/8/6676/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE, YEAR ENDED 31/03/2010

2010 2002
R R
INCOME FROM INVESTMENT PROPERTY AND INVESTMENTS 73,000,131.56 99,479,698.72
DIVIDENDS 31,261,019.89 44.637,439.13
INTEREST 41,739,111.67 54,842,259.59
RENTALS 0.00 0.00
COLLECTIVE INVESTMENT SCHEMES DISTRIBUTION 0.00 0.00
MARKET RELATED INSURANCE POLICIES 0.00 0.00
INTEREST ON LATE PAYMENT OF CONTRIBUTIONS 19,587.97 14,825.41
INTEREST LEVIED ON SURPLUS IMPROPERLY USED ¢.00 0.00
ADJUSTMENT TO FAIR VALUE 317,357,680.53 (217,916,207.74)
PROFIT /(LOSS) ON SALES OF INVESTMENTS 64,116,489.34 25,064,343.81
INVESTMENTS WRITTEN UPADOWN) 253,241,190.69 (242,980,551.55)
ADJUSTMENTS 0.00 0.00
SUB TOTAL 390,377,400.06 (118,421,683.61 )
LESS; 8,938,371.84 3,436,314.08
COST INCURRED IN MANAGING INVESTMENTS 8,933,371.84 3,436,314.08
INTEREST FAID ON BORROWINGS 0.00 0.00
| TOTAL 381,439,028.22 (126,857,997.69 )
14. ADMINISTRATION EXPENSES
: 2010 2009
NOTES R R
COST OF ADMINISTRATION 4,748,491.94 4,714,103.80
ADMINISTRATION EXPENSES 942,848.67 868,278 47
AMOUNTS WRITTEN OFF 0.00 0.00
DEPRECIATION - AT COST 0.00 0.00
LEVIES { FINANCIAL SERVICES BOARD ) 123,664.00 84,737.80
OFFICE EXPENSES 497,386.24 649,360.19
OPERATING LEASE PAYMENTS 359,989 18 349,753.73
PENALTIES 0.00 0.00
PROJECT COSTS - NEW IT PLATFORM 430434.77 450,337.52
STAFF COSTS & PRINCIPAL OFFICER EXPENSES 14.2 2,394,169.08 2311,641.09
SECRETARIAL FEES
NON-ADMINISTRATIVE EXPENSES 2,365,983.00 2,302,735.06
ACTUARY'S FEES 874,903.00 931,171.59
AUDIT FEES 226,996.29 412,07028
AUDIT SERVICES 226,996.29 412,070.28
AUDIT EXPENSES 0.00 0.00
OTHER 0.00 0.00
CONSULTANCY FEES 417,554 .90 279,899.51
FEES PAYABLE TO BOARD MEMBERS 14 243,002.74 310,360.60
FIDELITY COVER 38,125.00 37,515.01
MEMBER COMMUNICATION 565,401.07 281,718.07
MAJLINGS FOR MEMBERS 310,550.58 211,424.58
MEETING COSTS /TRUSTEE TRAINING 254,350.49 70,293.49
TOTAL T,184,474.94 7,016,343.36
Annexure B Page 12




NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT) { REF. NO. 12/8/6676/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

14.1 FEES PAYABLE TO BOARD MEMBERS

2010 2009
R ] R
REIMBURSIVE MEETING ALLOWANCE ’ 243,002.74 310,360.60
TOTAL 24300274 310,360.60
14.2. STAFF COSTS & PRINCIPAL OFFICER EXPENSES ( NOTE 14.2.1)
2010 2009
R R
SALARIES 2,058,645.83 1,850,669.62
EMPLOYER CONTRIBUTIONS TO RETIREMENT FUNDS 130,240.04 220,838.91
TRAINING EXPENSES - 2157605 12,794.27
OTHER 133,707.16 22733829
TOTAL ‘ 2,394,169.08 2,311,64L.09
14.2.1 PRINCIPAL OFFICER REMUNERATION
2010 2009
R R
SALARIES 256,560.00 262,283.42
ALLOWANCES 16,200.00 0.00
RETIREMENT FUND CONTRIBUTION 0.00 0.00
INCENTIVE BONUS $1,918.00 78,685.02
OTHER PAYMENTS ' 0.00 0.00
TOTAL _ 354,978.00 340,968.44

Annexure B Page 13



NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT) (REF. NO. 12/8/6676/2)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

15. PRIOR YEAR ADJUSTMENT
Please refer to Principal Accounting Policies - Basis of Preparation

16. FINANCTAL LIABILITIES AND PROVISIONS

161 FINANCIAL LIABILITIES
2010 2009
R R
TOTAL 0.00 0.00
162 FROVISIONS
| ' 2010 2009
R 1 R
ACTUARY'S FEES _ 494,319.72 671,188.70
ACCUMULATED LEAVE 214,808.47 314,531.34
STAFF BONUS 296,665.79 259,354.26
AUDIT FEES 284,783.90 320,881.37
PROJECT - IT PLATFORM INSTALLATION 94,050.00  om
DATA PROCESSING 158,405.63 0.0
TOTAL 1,543,033.51 1,565,955.61
163 ACCOUNTING FOR LEASES

Leases of property, plant atd equipment where the Company assumes substantially all the benefits and risks of
ownership are classified as finance leases. Finance Jeases are capitalised at the estimated present value of the
underlying lease payments. Each lease payment is allocated between the liability and finance charges to' achieve a
coastant rate on the finance balance outstanding. The corresponding rental obligations, net of finance charges, are
incleded in long-term payables. The interest element is charged to the income staternent over the lease period. The
property, plant and equipment acquired under a finance lease confract is depreciated over the useful life of the asset.

Lease charges for property, plant and equipment classified as operating leases are recognised in the incoms statement
over the period of the lease, not exceeding 5 years.

17. FINANCIAL INSTRUMENTS

*  Solvency risk

Solvency risk is the risk that the investment returns on assets will not be sufficient to meet the fonds contractual
obligations to members. Coniinnous monitoring by the Committee of Management of the Fund's actuary takes place
to ensure that appropriate asscis are held where the funds obligation to members are dependent upon the performance
of specific portfolio assets and that a suitable match of assels exists for all other liabilities.

Annexure B Page 14




NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT) ( REF. NQ. 12/8/6676/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

* Legal risk
Legal risk is the risk that the Fund will be exposed to contractual obligations which have not been provided for. Legal
representatives of the Fund monitor the drafting of contracts to ensure that rights and legal obligations of all parties
are clearly set out.

*  Credit risk :
Credit risk is the risk that a counter-party to a financial instrument will fail to discharge an obligation, and cause the
Fund to incur a financial loss.
The Board monitors receivable balances on an ongoing basis with the result that the Fund's exposure to bad debis is
not significant. An appropriate level of provision is maintained.

* Corrency risk
Currency risk is the risk that the value of an instrument will fluctuate in Rands owing to changes in foreign exchange
rates. The Fund's exposure to currency risk is in respect of foreign ipvestments made on behalf of members of the
Fund for the purpose of seeking desirable international diversification of investments. The Copmnittee of
Management monitors this aspect of the Fund's investments and limits it to 15% of total assets.

*  Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in raising funds to meet commitments associated with
financial instruments. The Fund's liabilities are backed by appropriate assets and it has significant liquid resources,

*  Market risk .
Market risk is the risk that (he value of a finaricial instruments will fluctuste as a result of changes in market prices
and interest rates .

* Imvestments

Investments in equities are valued at fair value and therefore susceptible to market fluctuations. Investments are
managed with the aim of maximising the Fund's returns while limiting risk to acceptable levels within the framework

of statutory requirements.
Contimious monitoring takes place to ensure that appropriate assets are held wherc the liabilities are dependent upon
the petformance of specific portfolios of assets and that suitable match of assets exists for all non-market related

[iabilities.
18. PROMISED RETIREMENT BENEFITS

The actuarial present value of promised retirement benefits, distinguishing between vested benefits and non-vested
benefits, is set out in the report of the valuator.

19, RELATED PARTY TRANSACTIONS
There are no related party tramsactions for the financial year ended 31 March 2010, except as disclosed n pote 14.1
and note 14.2.1

20. OPERATING LEASE COMMITMENTS

20:0 2009
R R
FUTURE MENIMUM OPERATING LEASE FAYMENTS
WITHIN ONE YEAR 36634422 360,939.37
BETWEEN ONE AND FIVE YEARS 225,096.76 630,590.08
TOTAL 591,440.98 991,529.45
Annexure B Page 15
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NATAL JOINT MUNICIPAL PENSION FUND (RETIREMENT)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

22, SURPLUS IMPROPERLY UTILISED RECEIVABLE

( REF. NO. 12/8/6676/2)

2010 2009
R R
OPENING BALANCE 0.00 0.00
AMOUNT PAYABLE BY EMPLOYER 0.00 6.00
INTEREST RAISED 2.00 0.00
LESS
PAYMENTS RECEIVED 0.00 0.00
SETTLEEMENT FROM EMPLOYER. SURPLUS A/C 0.00 0.00
OTHER (.00 0.00
TOTAL RECEIVABLE 0.00 0.00
DISCLOSED AS:
NON-CURRENT PORTION 0.00 0.00
CURERENT PORTION .00 0.00
23. AMOUNTS TO BE ALLOCATED
2010 2009
R R
SURPLUS TO BE APPORTIONED 0.00 0.60
INVESTMENT RETURN TO BE ALLOCATED 0.06 0.00
OTHER 0.00 0.00
TOTAL AMOUNTS TO BE ALLOCATED 0.04 0.00
24. CASH AT BANK
2010 2009
R R
CURRENT ACCOUNT 4,005,676.66 -357,988.87
UNCLAIMED BENEFITS MONEY MARKET ACCOUNT - STANDARD BANK. 4,948 543.12 0.00
8,054,219.78 -357,988.87

Z5. NON-CURRENT ASSETS HELD FOR SALE
NIL
26. RESTATEMENT OF PRIOR YEAR FIGURES

27. BENEFITS BY INSTALMENTS

This amount represents the lnmp surn contribution in respect of retrenchment benefits for Umsekeli enaployees
paid in advance by KZN Department of Local Government and Traditional Affairs
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REPORT OF THE AUDITOR-GENERAL OF NATAL JOINT MUNICIPAL PENSION
FUND {(RETIREMENT) TO THE REGISTRAR OF PENSION FUNDS ON FACTUAL
FINDINGS

Scope

| have performed the procedures agreed with you and enumerated below with
respect to the accounting records of the Natal Joint Municipal Pension Fund
{Retirement) for the year ended 31 March 2010, as required by you in terms of
section 15 of the Pension Funds Act in South Africa, {the Act). My engagement was
undertaken in accordance with the International Standard on Related Services (4400)
Engagements applicable to agreed-upon procedures engagements regarding
financial information. The responsibility for determining the adequacy or otherwise of

the procedures agreed to be performed is that of the Registrar of Pension Funds.

Procedures and findings
My procedures and the corresponding findings thereon are set out in the table below.

Procedures Findings

1 We selected a sample of the lesser of
25 or 10% of participating employers
and for the following three months:

Aprl, August and March, performed
the following procedures;

1.1 We agreed, in tolal, the data received by | We found that the daia received by the
the administrator to the cash received | administrator agreed to the cash received by
by the fund. the fund.

1.2 We inspected the bank statements, as | We found that contributions were deposited
appropriate, for the date on which the | with a registered bank in accordance with
cash was received to determine whether | section 13A of the Act and that late payment
the_contl’fbutions “'-'ere depOSIted Wlth_ a interest had been correcﬂy raised in terms of
registered bank in accordance with | o0 iation 33 were applicable.
section 13A of the Act and whether late
payment interest has been raised in
terms  of regulation 33, where
applicable.

1.3 We inspected the accounting records of | We found that amounts disclosed as arrear
the fund to detemine whether amounts | contributions at year-end have been paid to
disclosed as armrear contributions at | the fund in accordance with the requirements
year-end have been paid to the fund in | 5f saction 13A of the Act.
accordance with the requirements of
section 13A of the Act.

2 We inspecied the list of invesiments | We found that the fund does not hold
heid by the fund for any investmenis | investments prohibited in terms of section
prohibited in terms of section 19 {4) of | 19(4) of the Act.
the Act




21

Where investments held in  the
participating employer exceeded 5%, we
inspected the appropriate Financial
Services Board approval.

Not applicable to the fund — no investments
were held in the participating employer.

22

We obtained written confirmations of
investment balances and agreed details
of the confimations received to the
investment balances reflected in the
general ledger.

We found that the investment balances
agreed to the details in the confirmations
received from the investment managers.

We obtained the list of housing foans
granted to members by the fund in
terms of section 19(5) of the Act by the
fund as at 31 March 2010 and
performed the following procedures:

Not applicable to the fund — no housing loans
were granted to members by the fund in
terms of section 19(5) of the Act by the fund
as at 31 March 2010.

31

We agreed the loans on the above list {o
the comesponding account in the
general ledger.

Not applicabie to the fund — no housing ieans
were granted to members by the fund in
terms of section 19(5) of the Act by the fund
as at 31 March 2010.

3.2

From the above list, we selected a
sample of the lesser of 25 or 10% of
housing loans. We determined whether
the selected housing Ioans were granted
in terms of the requirements of section
19(5) of the Act, in terms of the security
provided and the interest rates applied
to the loans. .

Not applicable to the fund — no housing loans
were granted to members by the fund in
terms of section 19(5}) of the Act by the fund
as at 31 March 2010,

33

If the fund issued more than 100 loans
or the total principal debt of all
outstanding loans exceeded R500 000,
we determined whether the fund was
registered as a credit provider under the
National Credit Act, 2005 (the NCA) and
whether an assurance report had been
issued to the National Credit Regulafor
in terms of section 16{1){(b) of the NCA
and regulations 67 and 68 to the NCA.

Not applicable to the fund — no housing loans
were granted to members by the fund in
terms of section 19(5) of the Act by the fund
as at 31 March 2010.

We obfained the list of housing loan
guarantees granted to members by the
fund in terms of section 19(5) of the Act
as at 31 March 2010. We selected a
sample of the lesser of 25 or 10% of
housing guarantees from the list For the
sample selected, we compared the total
for guarantees issued on behalf of the
members to the fotal of member
individual fund credits, to detemine
whether the total guaranlees issued
exceeded the total member individual
fund credits allowed in tenms of the Act
and/or the rules of the fund.

We found that no guarantees issued to
members exceeded 50% of the members
individual fund credits as allowed by the Act.




We obfained a list of other ioans as at
31 March 2010 and determined whether
these loans were granted in terms of the
requiremenis of section 19(5)B.

Not applicable to the fund — no loans were
granted o members by the fund in terms of
section 19{5)B of the Act by the fund as at 31
March 2010.

We obtained writien confirmation from
the fund’s insurer that fidelity insurance
cover was in place throughout the year
ended 31 March 2010.

We found that fidelity insurance cover was in
place for the financial year ending 31 March
2010.

We obtained the list of seclion 14
tfransfers to and from the fund
throughout the period ended 31 March
2010, selected a sample of the lesser of
25 or 10% transfers in and the lesser of
25 or 10% transfers out, and performed
the following procedures:

7.1

We agreed the section 14 transfers to
and from the fund to the approved
section 14 documeniation received from
the Financial Services Board in respect
of each transfer.

We found that the section 14 transfers agree
to the approved section 14 documentation
received from the Financial Services Board.

7.2

We agreed the above list of section 14
transfers to the corresponding account
in the general ledger.

We found the section 14 transfers agree to
the corresponding account in the general
ledger.

7.3

We determined by inspection whether
the transfers were received/paid within
60 days of approval and whether the
growth and interest retum had been
allocated from date of receipt/payment.

We found that the following FSB approvals had
been paid more than 60 days after the approval
was received: FSB approval number 204732
No further exceptions fo the procedure were
noted.

74

In respect of unitised funds, we selected
a sample of the iesser of 25 or 10% of
the members  transfemred and
recalculated the purchase of units for
the amount received using the unit price
per the administration system on the
date of receipt (Where units were
purchased after date of receipt
investment return was included from the
date of receipt to the date of purchase)

Not applicable as the fund is not unitised.

We obtained a list of accumulated
member credits as reflected on the
administrator's member register as at 31
kMarch 2010 and performed the following
procedures:

8.1

We agreed the closing balance on the
list to the comresponding account in the
annual financial statements as at 31
March 2010.

Not applicable — This is a defined benefit
fund. The members’ benefits are guaranteed,
and wilf not tie up to a list of accumulated
membhers credits.

82

We selected a sample of the lesser of




25 or 10% of the members from the list
and performed the following procedures:

821 | We agreed the member and employer | We agreed the contribution received for the
centributions received for the selecled | selected members per the administrator's
members per the administrator’s system | system to information supplied by the
to information supplied by the | paticipating employers for the month of July,
participating employers for a sample of | November and March.

3 months.

822 |In respect of unitised investment Not applicable as the fund's investment
products, we recalculated the products are not unitised.
conversion of the selected confributions
at the unit price per the administration
system on the dates that the
contributions  were - invested and
determined whether these uniis were
comrectly calculated and added to the
existing units for the full period.

823 |In respect of unitised investment | Not applicable as the fund’s investment
products, we recalculated the products are not unitised.
conversion of units at the end of the
period at the period end unit price and
agreed the amount to the member's
record on the member register.

824 |in respect of unitised .investment | Not applicable as the fund’s investment
products, we agreed the year end unit | products are not unitised.
price as authonised in terms of the rules
of the fund to the unit prices on the
administration system used to calculate
the member credits.

825 |in respect of non-unitised investment | We agreed the return allocated to the member's
products, we agreed the retum allocated | fund credit on the administrator's records to the
to the members fund credit on the | return approved in accordance with a resolution
administrator's records (o the return | of the Board of Trustees.
approved in  accordance with a
resolution of the Board of Trustees or
the rules of the fund

83 We selected a sampie of the lesser of | We noted that the portfolios were correctly
25 or 10% of members who switched | switched and that the correct amount was
between investment portfolios during the | switched in accordance with notification of the
year and determined whether the | member's election. No fees were deducted or
portfolios were correctly switched and | charged for switching portfolios.
that the correct amount was switched in
accordance with notification of the
member's election. We inspected
whether any fees deducted were
approved by the Board of Trustees.

8.4 if a surplus apportionment scheme was | Not applicable — There was no approved

approved by the FSB in the current
year, we selected a sample of the lesser

surplus apportionment scheme in the current




of 25 or 10% from the surplus schedules
and we agreed the allocation of the fund
surplus of the scheme to the individual
allpcation in the member records per the
administration system.

year.

85

For unitised investment products where |

member portfolios are backed by
specific portfolios, we agreed the values
of investments specified by the
members invesiment choice to the
members liabilities per product for that
choice and inspected the accuracy of
reconciling items. .

Not applicable as the fund’'s investment

products are not unitised.

We inspected the most recent statutory
valuation report to determine whether
the fund was under-funded. For under-
funded funds we determined whether a
scheme, as required in terms of section
18 of Pension Fund Act in South Africa,
has been implemented fo remedy the
shortfall.

The fund is cumently charging a surcharge in
accordance with a scheme of arrangement
entered into with the FSB subseguent to the 31
March 2000 statutory actuarial valuation.

10

We obtained the analysis of the
movements in the fund's reserve
accounts from the financial statements
and performed the following procedures:

10.1

We agreed the opening balance to the
prior year financial statements.

Not applicable — This is a defined benefit fund
and does not have reserve accounts.

10.2

We inspected the rules of the fund fo
determine whether the movements in
the fund’s reserve accounts were in
terms of the rules of the fund and the
Act.

Not applicabie — This is a defined benefit fund
and does not have reserve accounts.

11

We ¢btained a list of lump sum benefits
reflected as expenses in the fund’s
Statement of Changes in Net Assets
and Funds and performed the following
procedures:;

We agreed the list to the respective
general ledger benefit expense
accounts.

We found that the list agreed to the
respective general ledger benefit expense
accours.

1.2

We selected a sample of the lesser of
25 benefits or 10% of the total benefit
expenses from the list and performed
the following procedures:

11.21

We agreed the claim to the applicable,

We found that the claims agreed to the
authorised supporting documentation.




authorised supporting documentation.

11.2.2

For death benefits, where a portion of
the benefit was reinsured by the fund,
we detemmined whether the recovery
from the insurer was received by the
fund.

Not applicable to the fund — no portion of the
benefit is reinsured by the fund.

11.2.3

We agreed that the cafculation of the
benefit payment to the requirements of
the rules of the fund and/or the Act

We found that the calculation of the beneflit
payment agreed to the requirements of the
rules of the fund. The amounts were
cajculated by the programme created by
Arthur Els actuaries.

11.2.4

We inspected whether the payments
agreed to relevant authorisation.

We found that the payouts made by the fund
agreed to authorising documentation.

12

We obtained a copy of the listing of
pensicners and performed the following
procedures:

121

We agreed the total pensions paid to the
comresponding account in the general
ledger.

We found that the total pensions paid agreed
to the comesponding account in the general
ledger.

12.2

We selected a sample of the lesser of
25 or 10 % of pensions paid from the
above list and performed the following
procedures:

12.2.1

We agreed the pensicner increases to
authorisation by the Board of Trustees
or other relevant supporting
documentation.

We found that the pensioner increases
agreed to approved trustee resolutions.

1222

We inspected evidence supporting the
fact that the pensicners selected were
still alive.

We found that the certificates of existence
were in place.

13

Where the fund has reinsured its
pensioners with an insurer, we obtained
a written confirmation of the pensions
paid from the insurer including asset
and liability balances and agreed this to
the fund’s general ledger pension
expense, asset and liability accounts.

Neoi applicable to the fund — no portion is
reinsured by the fund.




£l

As the above progedures do not consfitute either an audit or a review made in
accordance with International Standards on Auditing or International Standards on
Review Engagements, we do not express any assurance on the procedures performed.
Had we performed additional procedures or had we performed an audit or review of the
relevant information, other matters might have come to our aftention that would have
been reported to you.

Our report is solely for regulatory purposes and may nct be distribuled fo, or relied on, by
parties cther than the Registrar of Pension Funds.

foudli Cemeithr
Pietet;maritzburg

22 September 2010

AUDITOR-GEMNERAL
SO UTH AFRICA

Auditing o build public confidence
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SCHEDULE IB - ASSETS HELD [N COMPLIANCE WITH REGULATION 28
The Kwazulu-Natal Joint Municipal Retirement Fund for the period ending 31sf March 2010

A. TOTAL ASSETS OF THE FUND AS PER STATEMENT OF FUNDS AND NET ASSETS
B. LESS: NON-INVESTMENT [TEMS OF STATEMENT OF NET ASSETS & FUNDS

1 FIXED ASSETS

2 CURRENT ASSETS ( EXCLUDING CASH AT BANK)
C. FAIR VALUE OF ASSETS - COMPLIANGE

1,883,223,991
10,476,018

0
10,476,018
1,872,747 973

10f3

Totad
Categories of assets Fair Value Max
R Weight | Weight
1. Deposits in banks, mutual banks, Postbank and SAFEX: 254,068,961 13.57% 100%
0.00%
{a) Deposils and balances in curment and savings accounts with a bark or mutual bank, including negotiable
deposits and money market instrurments in ferms of which such bank is liable, or deposits and savings
accounts, accounts with the Post Office Savings Bank and margin deposits with SAFEX:
254,068,961 13.57% 100%
(i} Per bank or mutual bank 243,810,111 13.29% 20%
(ii} Pastbank - 0.00% 20%
(i) SAFEX 5,258,850 0.28% 5%]1
. 0.00%
{b) Deposits and balances in curent and savings accountls with a bank outside the Repubiic including
negatiable deposits and money market instruments in terms of which such a bank is liable - 0.00% 15%
0.00%
0.00%
2. Kruger Rands - 0.00% 10%
0.00%
3. Bilis, bonds and securites issued or guaranteed loans fo or guarantesd by- 5,049,964 027% 100%|
000%
{a)} Inside the Republic- 5,049,954 0.27%
{i} Local authorities by law to levy rates upon immovable 100%
property - 0.00%
-per local authority - 0.00% 20%
(7i) Deveiopment boards established by section 4 of the
Black Gommunifies Development Act, 1984 (Act No. 4
of 1984) - 0.00% 20%
{ii} Rand Water Board 550,390 0.03% 20%
(iv) Eskom 4,499 574 024% 20%
(v} Land and Agricultural Bank of South Africa - 0.00% 20%
(v} Local Authorities Loans Fund Board - 0.00% 20%
0.00%
{b) Territories oulside the Republic - Bills, bonds and securities issued or guaranieed by the foreign
Government concerned - 0.00% 15%
0.00%
0.00%
4.  Bills, bonds and sacurilies issued by and loans {o an inslitution in the Republic, which bills, bonds, securities
and loans the Registrar approved In terms of section 19 (1) (k) of the Act before the delelion of that section by
section 8 (a} of the Act No. 53 of 1989, also bills, bonds and securities issued by and Ioans to an institution In
the Rapublic, which. institution the Registrar likewise approved before such deletion
230,201,038 1229% 100%,
- per institution 1229% 20%
0.00%
5. Bills, bonds and securities issued by the governmet of or by & {ocal autharity in a territory other than the:
Republic, which lerritory the Reglistrar approved in terms of section 19 (1) (1) of the Act before the deletion of
that section by seclion 8 {a} of Act No. 53 of 1989, and also bills, bonds and securities issued by an institution
in such an approved teritory, which instiution the Registrar likewise approved before such deletion:
- 0.00% 100%
- per authority - 0.00% 20%
0.00%
0.00%
Limitatiens i respect of investments initems 6 and 7 1,298,685,036 69.35% 0%
0.00%
6. Immovable property and daims secured by morigage bonds
ihereon. Units in collective investrment schemes in property shares and shares in, loans o and debentures,
both converlible and nonconvertible, of property comipanies: 76,913,497 4.11% 25%
0.00%
These investments are subject to the following limitation: 0.00%
0.00%
{a) inside the Republic- 76,913,497 4.11% 25%



10.

Per any single porperty or property development project

(b} outside the Republic-
Per any single porperty or property development project

Preference and ordinary shares in companies excluding shares in property companies. Convertible
debentures, whether voluntarily o compulsorily convertible and unfts in equity unit frust schemes whic
objeddive it is to invest their assets mainly in shares:

Subject to the foltowing hmitations:
(a} Inside lhe Republic-

Preference and ordinary shares in companies. Convertible debertures whether voluntarily cr compulsorily
convertible

{i} Unlisted shares, unlisted convertible debentures, shares and converfible debentures listed in the
Development Capital Sector of the JSE

{i}} Shares and converfible debentures listed on the JSE, other than the Development Capital Sector

{aa) Companics with a market capitalisation of R2000 millien or less
- per Company

{5b} Companies with 2 markei capitalisation of more than R2000 million
- per Company

{b} Territories outside the Republic-
Preference and ordinary shares in companies. Convertible debentures whether voluntarily or compulsarily
convertible
{i} Unlisted shares, unlisted corwerlible debentures
(i) Shares and convertible debentures listed on any recognised foreign exchange
(aa } Companies with a market capialisation of R2000 milion ar less
- per Company
(bb } Companies with a market capitalisation of more than R2000 million
- per Company

(c) Inside the Republic- )
Units in equity collective investment schemes which objective is to imvest their assets mainly in shares

{d} Outside the Republic -
Units in equity collective investrent schemes which objective is o invest their assets mainly in shares

Listed and unfisted debentures, uniis in collective investment schemes with the objective to invest in income
generating securities and any sesured claim against individuals and companies
These investments are subject to the following limitations: ‘
(a)} Inside the Republic-
(1) Chkaims against residents-
- claim per any one individual resident
(i) Claims against companies-
- claim per any one company

{b} Temitories outside the Republic-
(i) Claims against residents-
- claim per any one individuat resident
(i) Claims against companies-
- claim per any one company

Investments in the business of a participaling employer inside the Republic.in terms of-
(a) The provision of section 19 {4) of the Act
(b} The exempfions granted in terms of section 19 (4A} of the Acl

Any other assels not referred to in this Annexure, excluding-
({a) Money in hand in the Republic
{b} Loans granted to members in accordance with-
{i} The provisions of Section 19 {5} of the Acl
{ii) Exemptions granted in terms of Section 19 {6) {a) of
the Act

Limitations for investment in itme 6-9, and items 10 {a} and (b}

{c) Bilts, bonds or securities issued or guaranteed by the Government of the Republic or by a provisional
adminjstration

76,913,457

1.221,7681,539

814,437,883

1,924,358

812,513,526

10,487,582
10,487 582
802,025,944
802,025,944

44,577,047

44,577,047

44577047

157,756,421

205,010,188

1,298,695,036

84,732,974

£11%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

65.24%
0.00%
0.00%

43.49%

0.00%
0.10%

43.39%
0.56%
0.56%

42.83%

42 83%
0.00%
0.00%
2.36%

0.00%
0.00%
2.38%
0.00%
0.00%
2.38%
238%
0.00%
0.00%
0.00%

8.42%
0.00%
0.00%

10.95%
0.00%

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

0.00%
0.00%
£9.35%
0.00%

4.52%
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10%
5%

5%

5%

5%

5%
5%
10%
75%|
5%

15%!

2.5%
15%
15%
10%
15%
15%)

75%

15%

25%

25%
25%
0.25%;
25%
5%

15%
15%
0.25%
15%
5%

10%}
2.5%

5%

95%

5%

100%|




{d) Units in a callective investment scheme as defined in the Collective investment Schemes Corirol Act,
2002, the underlying assets of which consist only of- 0.00% 100%
(i} Assets referred to in paragraphs (i), {ii}) and (i) of #em 1 {a) of this Annexure 254,068,961 1357% 100%
{ii) Assels referred to in paragraph {¢} of item 10 of this Annesasre, or 84732974 4.52% 100%)
(iiiy Aasets referred to in items 3, 4, and 5 of this Annexure 235,251,002 12.56% 100%
' 0.00%
41.  Fair value of units in 2 collective investment scheme included in total assets fo be excluded in terms of
subregulation {2) (a} (i} of Regulation 28 - 0.00%
0.00%
12.  Fair value of insurance policies included in total assets io. ba excluded in terms of subregulations 2 {2) (i) and
(3} of Regulation 28 ’ - 0.00%
TOTAL {equal to the fair value of assets {C) above)} 147, 100%
% of Fair
Investments outside the Republic Fair Value Value %
R
{a) Deposits with banks outside the Republic - 0% 15%
{b) Bills, bonds and securilies issued by a Govemment outside the Republic - 0% 15%
{c) mmovable property, units in collective invesimient schemes in property shares, shares in, lnans to and debentur - 0% 10%
{d) Preference and ordinary shares in companies, cenvertible debentures oulside the Republic AAST7.047 18% 15%
{e) Units in equity collecive investment schemes outside the Republic 66,106,250 26% 15%
H} Debemures and other secured claims against individuals and companies and units in incame collective investme - 0% 15%
{g) Other 138,003,938 56% 2.5%
TOTAL ; » T

{1 imited to 15% of fair value of assels in Annexure)

Naotes:!

1. Credit balances in current accounts must be included in item 1.
2 I the investments exceed the limit per institution/companyfindividual and ne exemption has been obained, the detalls below must be: completed for each institution

in each category of assefs.
% of Fair
Investments in institution/companyfindividual Fair Value Value Item
R
EXEMPTIONS GRANTED BY THE REGISTRAR
Expiry
Date of Letter Hate Max %

Item
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REPORT OF THE AUDITOR-GENERAL TO THE TRUSTEES OF THE NATAL JOINT
MUNICIPAL PENSION FUND (RETIREMENT) AND THE REGISTRAR OF PENSION
FUNDS

I have audited the attached Schedule IB ‘Assets of the fund held in compliance with
Reguiation 28’ (the “Schedule™) by Natal Joint Municipal Pension Fund {Retirement) {the
Fund} as at 31 March 2010, as set out on Annexure D.

Board of Trustees’ Responsibility for Schedule IB

The board of trustees is responsible for the preparation of the Schedule in accordance
with Regulation 28 of the Pension Funds Act of South Africa (the Act), from information
derived from the accounting records of the fund, and for ensuring that the Schedule is in
compliance with Regulation 28 of the Act. This responsibility includes:

a  designing, implementing and maintaining internal control relevant to the
preparation and presentation of the Schedule that is free from material
misstatement, whether due to fraud or error;

= selecting and applying appropriate accounting policies; and
= making accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

My responsibility is to express an opinion on the Schedule based on my audit. |
conducted my audit in accordance with International Standards on Auditing. Those
standards require that | comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance whether the Schedule is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Schedule. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the Schedule, whether
due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and presentation of the Schedule in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonahieness of accounting estimates made by management, as well as evaluating
the overall presentation of the Schedule.

I believe that the audit evidence that | have obtained is sufficient and appropriate to
provide a basis for my audit opinion.



Opinion

In my opinion, Schedule IB ‘Assets of the fund held in compliance with Regulation 28’ by
the Natal Joint Municipal Pension Fund (Retirement) as at 31 March 2010 year ended
has been prepared, in all material respects, in accordance with the requirements of
Regulation 28 of the Pension Funds Act of South Africa.

Other matter - Restriction on use and distribution
Schedule IB is prepared solely for regulatory purposes and as a result, the Schedule and
related auditors report may not be suitable for another purpose and may not be

distributed to or relied upon by any parties other than the trustees and the Registrar of
Pension Funds.

Pietermaritzburg

" 15 October 2010

AUDITOR-GEMNMERAL
SOUTH AFRICA

Auditing to build public confidence






