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ANNUAL GENERAL MEETING

The ANNUAL GENERAL MEETING of the General Committee of the Fund will be held at the
Sinodale Centre, Pietermaritzburg, on Friday 25 February 2011. The attention of members of the Fund is
drawvm to Rule 17(b) of the joint Rules for the Management and Administration of the Natal Joint
Municipal Pension/KwaZnlu-Natal Joint Municipal Provident Funds, as amended, which provides that a
copy of the Annual Report and Financial Statements shall be forwarded to each Municipality at least 45
days prior to the Annnal General Meeting 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
Ttem 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 promuigated in Provincial Gazette No. 5148 dated
8 Angust 1996 under PN. 273, 1996.

REGULATORY INFORMATION

Fund’s registered office (the Fund is a self-administered Fund)

Postal Address: Physical Address;
P.O'Box 890 2™ Floor Timpen
Pietermaritzburg 17 Timber Street
3200 Pietermuaritzburg
3201
Finamcial reporting periods
Current Period: Previous Period:
1 April 2009 to 31 March 2010 1 April 2008 to 31 March 2009

Respongible perszons in terms of section 8 of the Pension Funds Act, 1956

Principal Officer : Mr. Sam Camilleri

Date Appointed : 01.07.2007

Postal Address : P.O. Box 890, Pictermaritzburg, 3200

Physical Address : 2™ Floor Timpen, 17 Timber Street, Pietermaritzburg, 3201

Telephone Number : (033) 2641800
E-mail Address 1 director@nimpfco.za




Board of Trustees

- Employer Representatives
Full Name Date Appointed Date Resioned
Clir. Mrs.Madlopha Celiwe Qhamkile 24.03.2006 -
Cllr. Mrs. Msibi Veronica Zanele (V.C.) 02.03.2001 -
Cllr. Mvelase Sipho Andrias 23.03.2001 -
Cllr. Talmage Earl Andrew 23.07.2007 -
Cllr. Mrs. Shabalala N.V. 14.11.2008 -
- Member Representatives
Full Name Date Appointed Date Resigned
Mis, Jones Jennifer Nola 23.01.2009 05.02.2010%
M. Beznidenhoudt Nicholaas Christiaan 20.02.2006 -
Mr. Emslie Patrick Harry 23.09.2005 05.02.2010*
Mr. Jaggeth Karamchund Moneser(C) 15.04.2002 -
Mr. Muider Ockert Johannes 11.12.1998 05.02.2010*
Mr. Velan Ganasen Moonsamy 19.02.2010 -
Mr. E. Hauptfleisch Eugene 05.02.2010 -
Mr. IN. Joubert 19.03.2010 -
*due to non-election by municipality
- Pensioner Representative
Full Name Date Appointed Date Resigned
Mr. Peter Joseph Bailey 01.09.2000 -
- Provincial Minister of Local Government Representative
Full Name Date Appointed Date Resigned
2
Mr. Owen Nhlonipho Mungwe 18.02.2005 05.02.2010

PENDING




Professienal service providers

- Actuary/Valuator:
Foll Name : Arthur Els & Associates Consulting Actuaries
Postal Address : Suite 163, Private Bag X11, Craighall, 2024
Physical Address : 1* Floor, Marlborough Gate, Hyde Lane, Hyde Park, 2196
Telephone Number (011) 441-2700 - 2710
E-mail Address : info(@arthurels.com
- Anunditors

= Statutery Auditor:

Fal] Narne . Auditor-<General

Postal Address : Prvate Bag X9034, Pietermaritzburg, 3200

Physical Address : Redlands Estate,I George MacFarlane Ln, Wembley, 32G1
Telephone Number -  (033) 264 7400

E-mail Address : pmbrhaf@agsa co.za

* Internal Anditor (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 & ()55 Estate, La Lucia, 4051
Telephone Number : (031) 5607000

E-mail Address 1 clientservicecentre@deloitte.co,za

- Asset Consultants/Investment Advisor:

Full Name : Alexander Forbes Financial Services

Postal Address :  P.O. Box 786029, Sandton, 2146

Physical Address : Alexander Forbes Place, 61 Katherine Street, Sandown, 2196
Telephone Number : (011) 2690000

E-mail Address : www.alexanderforbes.com

FAIS Number 1177




- Custodian and Nominees:

Nedbank Limited (Head Office) - Reg. No.

Full Name 1951/000009/06
Postal Address :  P.O.Box 3212, Johannesburg, 2000
Physical Address : 135 Rivonia Road, Sandton, 2196
Telephone Number :  (011) 2943166
FE-mail Address 1 www.nedbank co.za

- Risk (Fidelity) Insurers:
Full Name : Camargpe — 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 I CcAamnArgue{flCamargueum co.za

FSP Number ; 6344

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



SCHEDULE -B
Itent 2

STATEMENT OF RESPONSIBILITY BY THE COMMITTEE OF MANAGEMENT FOR
THE YEAR ENDED 31 MARCH 2010

The Committee of Management hereby 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 Committee of Management; and

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

ensured that adequate and appropriate information was comrounicated to the members of the Fund,
mforming them of their rights, benefits and duties in teroms of the regulations of the Fund; and

took all reasonable steps to ensure that contributions were paid timeously 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 Institutioirs {Protection of Funds) Act, 2000, and all other
applicable laws; and

confirm that, in respect of self~adminfstered assets, the Fund is covered under a fidelity guarantee
insurance policy. This cover is deemed adequate and in compliance with the regulations of the
Fund. In respect of assets administered by the five Investment Managers, cach Manager has
procured Fidelity cover and/or Professional lability cover, by means of single policies, for amounts
considered adequate to fulfill the requirements of the combined clientele of each individual
Investment Manager. The Committee 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 Fund are in accordance with the investment strategy and policy
and, as the Fund is 2 Defined Benefit Fund, individual investment choice do not apply; and

each Manager has procured Fidelity cover and/or Professional liability cover, by means of single
policics, for amounts considered adequate to fulfill the requirements of the combined clientele of
each individual Investment Manager. The Committee 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



Key performance objectives

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

» To achieve a long-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 refurn is, in the Committee of Management
considered opinion, the minimum required.

o In addition, the manager is expected to add returns of 2% a year in excess of that achieved from
the passive benchmark portfolio, measured over rolling five-year periods

Performance results

Year CPL +4.5% Superannuation
Fund % Return
5 years to 114 15,5
31® March 2010
Year Superannuation Fund Benchmark
% Return + 2%
5 years to 15,5 14,3
31st March 2010

Source: Alexander Forbes

The Fund has achieved all investment objectives.

Investigation in progress

The Fund has requested Deloitie & 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 finction of the Fund. The investigation has resulted in criminal

proceedings being instituted against the employee




APPROVAL OF THE FINANCIAL STATEMENTS

The anmual 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 controls,
which are implemented and executed by the Fund, provide reasonable assurance that:

¢ the Fund’s assets are safeguarded, and
s transactions are properly authorized and executed; and
» the financial records are refiable,

The annual financial statements have been prepared in accordance with:

¢ penerally accepted accounting practice in South Africa; and
e 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
aceess to all financial records and related data, including minutes of all relevant meetings. The
Commitiee of Manzagement 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 Anmexure A.

These financial statements:

¢ were approved by the Committee of Management; and

¢ are cerfified by them to the best of their knowledge to be true; and

o fairly represent the net assets of the Fund at 31 March 2010 as well as the resulfs of its
activities for the period then ended; and _

e are signed on the Committee of Management’s behaif by:

12 [t Jo 2 Jo |1 Jo |

: REQESENTATIVE




SCHEDULE -C
Ttem 3

STATEMENT OF RESPONSIBILITY BY THE PRINCIPAL OFFICER FOR THE YEAR
ENDED 31 MARCH 2010 '

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

1956.

MR. S. CAMILLERI
PRINCIPAL OFFICER



ANNEXURE A



SCHEDULE - D

REPORT OF THE AUDITOR-GENERAL ON

THE ANNUAL FINANCIAL STATEMENTS

OF THE FUND FOR THE YEAR ENDED

31 MARCH 2010

Ttem 4



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

REPORT ON THE FINANCIAL STATEMENTS

Introduction

I have audited the accompanying financial statements of the Natal Joint Municipal Pension
Fund (Superannuation), 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 summary of significant accounting policies and other explanatory information, and the
repoit 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 funids in South Africa as set
out in Annexure B to the financial statements and in the manner required by the Pension
Funds Act, 1856 {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 financial
statements based on my audit.

t conducted my audit in accordance with International Standards on Auditing and General
Notice 15670 of 2009 issued in Government Gazefte 32758 of 27 November 2009. Those
standards require that i comply with ethical requirements and plan 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 control relevant to the entity’s preparation of the financial statements in
order to design audit procedures that are appropnate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s intemal control. An
audit also includes evaiuating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

1 believe ihat the audit evidence i have obtained is sufficient and appropriate to provide a
basis for my audit opinion.



Opinion

In my opinion, the financial statements of Natal Joint Municipal Pension Fund
(Superannuation) as at 31 March 2010 have been prepared, in all material respects, 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
Fund Aci. '

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 fo prepare financial statements in accordance with the basis of
accounting applicable to retirement funds in South Africa as sei out in Annexure B o 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
oificial responsible for the accounting function of the entity. Criminal proceedings have
commenced against the employee.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In termns of the PAA of South Africa and General notice 1670 of 2009, issued in Govemment
Gazette No. 32758 of 27 November 2009 | include below my findings on the report on
predetermined objectives, compliance with the Pension Fund Act and financial management
(internal controf).

Findings

Predetermined objectives

No matters to report.

Compliance with laws and regulations
MNo matters to report.

INTERNAL CONTROL

| considered intemal control 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 on the effectiveness of internal
control. The matters reported are limited io the deficiencies identified during the
audit.

No matters to report.



fudoi Lot

Pietermaritzburg

15 October 2010

AUDITOR-~GENERAL
SOUTH AFRICA

Audlifing to build public confidence



SCHEDULE -E
Item 5

REPORT OF THE COMMITTEE OF MANAGEMENT FOR THE YEAR ENDED 31 MARCH
2010

Description of the fund

In terms of Section 1 of the Income Tax Act, 1962, the Fund is classified as 2 Pension Fund (defined
benefit).

The Superannuation Fund was established in 1942 as a defined benefit fund, and provides lump sum and
monthly pension benefits to members upon early retitement from age 55 to nommal retirement at age 65,
and to spouses and eligible children upon the death of members, subject to the provisions of the
Regulations, calculated on salary and service.

The Funds Rules & Repulations are available at the employer’s offices, the Fund’s offices and on the
Fund’s webpage (www.ayjmpf.co.za).

The strategy of the Committee of Management relative to unclaimed benefifs is to endeavour to trace
beneficiarics and thus effect payment of unclaimed benefits. The Fund has maintained complete
records, as prescribed, in respect of unclaimed benefits.

With regards to contributions, members contribute at a rate of 9,25% of their pensionable emolmments in
texms of regulation 19(1) whilst participating employers contribute at a rate of 18,00% of members’
pensionable emoluments in terms of regulation 21(1Xb) together with a surcharge of 6% of members’
penstonable emoluments.

The regulations do not make provision for reserves.

Investment strategy

The primary objective of the Fund is to ensure that fill benefits in accordance with the regulations of the
Fund can be paid as and when they arise. It is provided in the Fend’s regulations that pension increases
must also keep up with a minimum of 75% of the cumulative jncrease in the comsumer prive 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 least 2% per annum above their Benchmark
net of fees, over rolling five-year periods. The Fund’s Intemational Investment Managers® are expected to
produce a return of at least 1,5% per anmum in excess of the equity component of the Benchmark. On the
Absolute Return Fund component, the return should be at least equal to the retumn on LIBOR, net of fees,
over rolling five-year periods.

The Committee of Management has appointed Investment Managers to invest the Fund’s assets and meet
the investment objectives sct 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 adbere 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 Asseis

. VALUE OF ASSETS
MANAGER R
2010 2009
ALLAN GRAY LIMITED 1 697469 352.08 | 1393 756 431.62

CORONATION FUND MANAGERS

1377 758 623.15

1042 821 782.13

PRUDENTIAL PORTFOLIO MANAGERS

1307 652 169.46

1 015 843 350.93

| NIMPE(S) 23464 212.94 22 758 221.35

Total value of dommﬁ; investments managed 4 406 344 357.63 | 3 475 179 786.03
- International Assets
VALUE OF ASSETS
MANAGER R
2010 2009

| ALLAN GRAY LIMITED 64 529 280.30 5576337500
CORONATION FUND MANAGERS 28 108 447.11 25760 724.37 |
PRUDENTIAL PORTFOLIO MANAGERS 2169541738 | 21 731 984.99
RUSSELL INVESTMENT GROUP LTD 204 443 883.70 169 777 911.60
ORBIS INVESTMENT MANAGEMENT LTD 432 543 457.25 379 167 576.00
Total value of international investments managed 751 320 486.24 652 201 571.96




Membership stafistics

- Contributing Members

Membership of the Fund decreased by 4.33% to a total of 5618 during the year as reflected hereundcr:

Membership as at 31 March 2010

2010 2009

Membership as at 1 April 2009 5872 { 6 230
Admissions 125 1459
Transfer External - -
Internal 7 1350
Fund 19 29
Re-admission - 1
New Members 99 79
Exits 377 1817
Retirement At pension/optional retirement age 44 44
Early 53 . 61
Ill-health (at least 10 years service) 23 26
{less than 10 years service) 5 5
Retrenchment (at least 10 years service) - 1
(less than 10 years service) - -
Death 87 70
Resignation 94 168
| Dismissal 13 27
| Transfer Internal 7 1350
External 25 | 27
External -  Retirement Fund - -
Provident Fund 21 19

Deferred Beneficiary
Other 5 19
5620 5872




- Pensioners/Dependant Beneficiaries

The number of pensioners and dependant beneficiaries increased by 1.85% fo a total of 3 629during
the vear as reflected hereunder:-

PENSIONERS DEPENDANT
ORDINARY BENEFICIARIES
* Children

Pensioners Other Widows only
At beginning of year 1887 os | 179 | s02
Additions - 338 0 232 399
Exits . 346 2] 24 351
At end of year 1879 93 1107 550

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

- Deferred Pensioners

Number
At beginning of year 11
| Additions 1
Exits 1
At end of year 11




-~ Unclaimed Benefits

AMOUNT
R
At beginning of year 3915 348.70
Unclaimed benehts received 4772 665.70
Unclaimed benefits paid 1365 884.96
Forfeited to the Fund -
At end of year 7 122 129.44
- Actunarial Report

Please refer to attached Actuarial Report for the Superannuation Fund as at 31 March 2010.

~  Surplus Appertionment

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 ISE of the Pension Funds Act, 1956.

- Subsequent Events

At the Anmmal 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.

- Investigation in progress

The Fund has requested Deloitte & Touche to undertake a forensic investigation.

The investigation was inftiated 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
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NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF.NO. 12/8/553/2)
STATEMENT OF NET ASSETS AND FUNDS FOR THE YEAR ENDED 31/03/2810

NOTES 2010 2009
R’ R
ASSETS

NON-CURRENT ASSETS '5,158,676,626.63 4,128,242,180.86
PROPERTY PLANT AND EQUIPMENT 1 1,011,782.76 860,822.87
INVESTMENTS 2 5,157,664,843.87 4,127,381,357.99
HOUSING FACILITIES 3 0.00 0.00
SURFLUS IMPROPERLY UTILISED RECEIVABLE 22 0.00 0.00
CURRENT ASSETS 42,722.273.80 49,802,090.86
TRANSFERS RECEIVABLE 5 1,331,140.74 420,458.82
ACCOUNTS RECEIVABLE 4 6,020,080.98 22,618,014.84
CONTRIBUTIGNS RECEIVABLE 12 20,535,283.68 18,693,313.71
CASH AT BANK 24 14,835,768 40 8,068,303.49
- SURPLLS IMPROPERLY UTILISED RECEIYABLE - 22 0.00 0.00
TOTAL ASSETS 5,201,398,900.,43 4,178,044,271.12

FUNDS AND LIABILITIES
MEMBERS' FUNDS AND SURPLUS ACCOUNT 5,092,299,700.76 4,123,146,505.34
ACCUMULATED FUNDS 5,092,299,700.76 4,123,146,505.34
AMOUNTS TO BE ALLOCATED 23 0.00 0.00
MEMBERS SURPLUS ACCOUNT 21 0.00 0.00

RESERVES
RESERVE ACCOUNTS 21 0.00 0.00
KEVALUATION RESERVE: PROPERTY, PLANT & EQUIPMENT 6 0.00 0.00
TOTAL FIUNDS AND RESERVES 5,092,299,700.76 4,123,146,50534
NON-CURRENT LIABILITIES 8,892.076.90 5,719,764.09
EMPLOYER SURPLUS ACCOUNTS 21 0.00 0.00
FINANCIAL TIABILITIES 16.1 0.00 0.00
PROVISIONS 162 1,769,947 46 1,804,415.39
UNCLARMED BENEFITS 9 7,122,129.44 3.915,348.70
CURRENT LIABILITIES 100,207,122.77 49,178,002.29
TRANSFERS PAYABLE T 26,032,334.69 12,209,427.36
BENEFITS PAYABLE 8 52,077,249.75 24.024,428.59
ACCOUNTS PAYABLE 10 21,197,518.33 14,925,649 42
RETIREMENT FUND TAXATION 11 0.00 ( 1,981,503.08 )
TOFTAL FUNDS AND LIABILITIES 5,201,398,900.43 4,178,044,271.72
Annexure B Page 1




NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF. NO. 12/8/553/2)
STATEMENT OF CHANGES IN NET ASSETS AND FUNDS FOR THE YEAR ENDED 31/03/2010

NOTES 2010 2009
R R
CONTRIBUTIONS RECEXVED AND ACCRUED 12 279,672, 404.64 259,236,291.76
CONTRIBUTIONS TRANSFERRED FROM RESERVE A/C'S 21 ®.00 0.00
CONTRIBUTIONS TRANSFERRED FROM SURPLUS A/C'S 21 2.00 0.00
SURPLUS IMPROPERLY UTILISED n 0.00 0.00
REINSURANCE PROCEEDS 0.00 0.00
NET INVESTMENT INCOME 13 1,004,482,037.44 (321,958,001.85 }
(LESS) ALLOCATED TO UNCLAIMED BENEFITS 0.00 0.00
OTHER INCOME 0.00 0.00
LESS: 10,120,329.13 £,725,647.86
REINSURANCE PREMIUMS 0.00 0.00
ADMINISTRATION EXPENSES 14 9,328,230.49 10,003,980.70
RETIREMENT FUND TAXATION n T92,008.64 (1,278,332.84)
NET INCOME BEFORE BENEFITS AND TRANSFERS 1,274,034,112.95 (71,447,357.95)
TRANSFERS AND BENEFITS 304,880,917.53 254,989,684.62
- TRANSFERS FROM OTHER FUNDS 5 4,181,228.46 9,843,703.56
TRANSFERS TO OTHER FUNDS 7 21,463,053.11 12,779,843.37
BENEFITS - CURRENT MEMBERS 8 287,599,092.88 252,053,544.81
NET INCOME AFTER BENEFITS AND TRANSFERS 969,153,195.42 (326,437,04257)
FUNDS AND RESERVES 4,123,146,505.34 4,449,583 547.91
BALANCE AT BEGENNING OF PERYOD 4,123,146,505.34 4,451,207,467.45
PRIOR-YEAR ADIUSTMENTS 0.00 (622,143.16)
OTHER. 9 0.00 { ,0OL,776.38 }
TRANSFER BETWEEN RESERVE ACCOUNTS 21 0.00 0.00
INVESTMENT INCOME ALLOCATED 0.00 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, FLANT & EQUIPMENT 6 0.00 0.00
TRANSFER BETWEEN RESERVE ACCOUNTS 0.00 ¢.00
EMPLOYER SURPLUS ACCOUNT 0.00 0.00
MEMBER SURPLUS ACCOUNT 0,00 0.00
ALLOCATION TO/FROM SURPLUS ACCOUNTS 0.00 0.00
BENEEITS TO FORMER MEMBERS 0.00 .00
SURPLUS TRANSFERS PAYMENTS 0.00 0.00
BENEFITS ENHANCEMENTS - OTHER .00 0.0¢
SURPLUS TRANSFERS RECEIVED 0.00 0.06
BALANCE AT END OF PERIOD 5,092,299,700.76 4,123,146,505.34
Annexure B Page?2



NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF. NO. 12/8/553/2)

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

FRINCIPAL ACCOUNTING POLICIES

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

Basis of preparation

The financial statements are prepared for regulatory purposes in accordance with the Regulations to the Pension Funds Aet. The
Regulations require the basis of accounting applied by the pension fimds comprise of peneral adherence to Generally Accepted
Accounting Practice as applied to retirement funds in South Africa, except for the following requiremenis 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 separats financial statements.

The financial statements are prepared-on the historical cost and going concern basis, modified by the valuation of fimancial
instruments and investment properties to fair value, and the revaluation of propexty, plant and equipment to market value,

Property, plant and equipment

*

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

*  Decreases that offset previous increases of the same asset are charged to the income statement.
#  Depreciation is calculated on the straight-ine method to write off the cost of cach asset, or the revalued amounts, to their
residial values over the estmated useful life as follows
*  Computer equipment and sofiware 5 years
*  Office equipment 5 years
*  Furniture & fittings 10 years
The useful life of the existing assets has been Yfurthet extended to September 2012 when the lease on the current premises
expires.
*  Where the camrying amount of an asset s greater than its estimated recoverable amount, it is written 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 aro
taken into account in determining the net surplus or deficit
*  Mainienance and repairs, which neither materially add to the value of assets nor appreciably prolong their useful lives, are
charged against income,
Financial Instruments
¥ Recognition
* Financial instruments carried on balance sheet include cash and bank balances, investments, receivables and trade
creditors.
*  Financial instruments are initially measured at cost as of trade date, which includes transaction costs. Subsequent to
mitial 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 mvestments 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 busingss on the statement of funds and net assets
date. Units in unit trusts are valued at the repurchase price. -
Investment property

®

#*

Imvestinent preperties are held to sarn rentz] income and appreciate capital vahie,

Investment properties are accounted for at fair market value determined annually by an external independent professional
valuer. Fair value adjustments are inclnded in the net surplus or deficit for the period. Investment properties are not subject
to depreciation.
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NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF. NO. 12/8/553/2)
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 z result of past events, for which it is
probabie that an cutflow of economic benefits will be requited to settle the obligation, and a reliable estimate can be made of the
amount of the obligation. Where the effect of discounting to present value is material, provisions are adjusted to refiect the time
value of money.

Contributions
Contributions are brought to account on the accrual basis.

Dividend income, interest and rentals

*  Inmterest is recognised on a time proportion basis, taking account of the principal outstanding and the effective rate over the
period to maturity, when it is determined that such income will accrue to the Fund.

*  Dividends are recognised when entitlernent to revenue is established.

*  Renfal income is recognised on a straight-line basis over the jease term.

*  (ains and losses on subsequent measurement to fair value of investments and of all other financial mstruments are
recognised in the net investment income during the period in which the change arises.

*  All income derived from script lending is included in the investment income received note.

Transfers to and from the Fund

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

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

Foreigu transactions policy

In preparing the 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 balance
sheet date, monetaty itemns denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date.
Non-monetary items carried at fair valuc 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 a foreign currency
are not retransiated.

Exchange differences arising on the settlement of monetary items, and on the retmoslation of monetary items, are included in
profit or loss for the period. Exchange differences arising on the retranslation of non-monetary items carried at fair value are
included in profit or loss for fhe period except for dilferences arising on the retranslation of non-monetatry 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.

Annexure B Page 4
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NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF. NO. 12/8/553/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

3. HOUSING FACILITIES

3.1 GUARANTEE FOR HOUSING FACILITIES

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

- The amount of the guarantee may not exceed 50% of the cash benefit that a member
would receive if be or she had to terminate membership to the fund voluntarily.

4. ACCOUNTS RECEIVABLE

2010 2009
R R
ACCRUED INTEREST /DIVIDENDS 000 14,859,362.95
ADMINISTRATION 0.00 0.00
CONTRIBUTIONS [ 0.00 0.00
FUND MANAGERS 0.00 0.00
INTEREST 0.00 34732141
L.A. ~ ANNUITY REFUNDS 566,318.85 1,476,487.98
L.A. - MEDICAL BOARD FEES 21,638.36 32,233.72
L.A. - PENALTY INTEREST DUE B | 88,268.71 25,425.91
L.A - SURCHARGES 2574,741.00 3,325,522.00
. SUNDRY DEBTORS 635,461.40 . 42230913
PENSIONS - REFUNDS OF OVER PAYMENTS , 331,71499 194,126.90
PREPAID FUND MANAGERS FEES 006 11,10051
PROPERTY AND ALLIED 0.06 0.01
PENSIONAELE SERVICE DEBTORS 1,236,795.2¢ 1,457,291.20
STAFF VEHICLE LOANS 565,142.47 466,832.42
SUBSISTENCE AND TRAVELLING 0.00 .00
TRANSFERS INWARD 0.00 0.00
TOTAL . 6,020,080.98 22,618,014.84
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NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF. NO. 12/8/553/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

9  UNCLAIMED BENEFITS

2010 2009
R R
BALANCE AT BEGINNING OF PERIOD 3,915,348.10 744,501.56
TRANSFERRED FROM BENEFITS PAYABLE & ACCUM. FUNDS 4,7712,665.70 4,172,62352
INVESTMENT INCOME ALLOCATED n.00 .00
LESS: 1,565,884.96 1.001,776.38
TRACING EXPENSES 0.00 0.00
ADMINISTRATION EXPENSES 0.00 0.00
FORFEITED TO THE FUND 0.00 0.00
BENEFITS PAID 1,565,884.96 1,001,776.38
BALANCE AT END OF PERIOD 7,122,129.44 3,915,348.70
10. ACCOUNTS PAYABLE
2010 200%
R R
ACTUARY'S FEES 64,05432 0.00
MINIMUM LEASE PAYMENT 29.899.77 41,766.28
CONTRIBUTIONS PAID IN ADVANCE 14,028 811.63 12,448,630.59
CONTRIBUTIONS DUE FOR REFUND 513,684.29 513,684.29
AUDIT EEES 13,452.00 | 0.00
ADMIN EXPENSES AS PER MEMBERS RATIO 1,383,357.21 1,832,559.30
OPERATING EXPENSES .00 60,613.10
PROPERTY & ALTIED .00 18,401.86
PENSIONERS - MEMEBER PAYMENTS & TAX DEDUCTIONS 2,896,352.27 000
SUNDRY CREDITORS 2,129,606.05 0.00
UNPAID PENSIONS 138,300.79 0.00
TOTAL 21,197,518.33 14,925,649, 42
11. RETIREMENT FUND TAXATION
" 2010 2009
R R
TAXABLE INCOME 0.0 0.00
LESS: FORMULA REDUCTION 0.00 0.00
ﬂ RETIREMENT FUND TAXAELE AMOUNT 0.00 000
RETIREMENT FUND TAXATION AT RELEVANT RATE 0.00 | 0.00
AT BEGINNING OF PERICD (1,981,503.08 ) (703,170.24 )
RET. FUND TAXATION - CURRENT 792,098.64 (1,278332.84)
RET. FUNIF TAXATION -~ PRIOR YEAR UNDERFROVISION 0.00 0.0
RETIREMENT FUND NET TAXATION PAID /(REFUNDED) (1,189,404.44) 0.00
AT END OF PERIOD 000 {1,531,503.08 )
Annexure B Page 10
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NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) ( REF. NO. 12/8/553/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

13. NET INVESTMENT INCOME

2010 2009
R R
INCOME FROM INVESTMENT FROPERTY AND INVESTMENTS | 216,853,160.74 275,766, 73212
DIVIDENDS 33.981,147.52 112,687, 491.91
INTEREST 13287201322 163,079,240.21
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 91,534.12 33,801.57
INTEREST LEVIED ON SURPLUS IMPROPERLY USED .00 0.00
ADJUSTMENT TO FAIR VALUE 810,472,646.25 ( 575,546,553:53)
PROFT /QLOSS} ON SALES OF INVESTMENTS 152,991.071.30 40,867,331.27
INVESTMENTS WRITTEN UP/DOWN 657,424,176.51 { 616,475,814.34)
ADJUSTMENTS $7,398.44 61,929.54
SUB TOTAL 1,027,417,341.11 (299,746,019.84)
LESS: 22,935,308.67 22,211,982.01
Lq COST INCURRED IN MANAGING INVESTMENTS 22,935,303.67 22,211,982.01
INTEREST PAID ON BORROWINGS 0.00 0.00
TOTAL 1,004,482,037.44 ( 321,958,001.585 ) H
14. ADMINISTRATION EXPENSES
2010 2009 ﬂ
NOTES R R
COST OF ADMINISTRATION 593699218 6,202,004.99
ADMINISTRATION EXPENSES 1,162,406.98 1,053,10428
AMOUNTS WRITTEN OFF 0.00 0.60
DEPRECIATION - AT COST 229.711.73 191,432:55
LEVIES ( FINANCIAL SERVICES BOARD) 124,019.50 89,249.16
OFFICE EXPENSES 585,302.69 60594121
OPFERATING LEASE PAYMENTS 431,987.01 369,106.40
PENALTIES 0.00 0.00
PROJECT COSTS - NEW IT PLATFORM 49053229 632,115.58
STAFF COSTS & PRINCIPAL OFFICER EXPENSES 142 2,913,031.98 3,231,055.81
SECRETARIAL FEES
NON-ADMINISTRATIVE EXPENSES 3,391,238.31 3,801,975.71
ACTUARY'S FEES 847,044.00 1,511,693.55
AUDIT FEES 364,852.27 456,914.48
AUDIT SERVICES 364,85227 456,914.48
AUDIT EXPENSES 0.00 0.060
OTHER. 0.00 0.00
CONSULTANCY FEES 574,049.54 663,893.32
FEES PAYABLE TO BOARD MEMBERS 14.1 1,038,076.03 74% 466,79
FIDELITY COVER 129,750.00 104,796.00
MEMBERS COMMUNICATION 437 466.47 31621157
MAILINGS FOR MEMBERS 231,164.58 205,549.52
i MEETING COSTS /TRUSTEE TRAINING 206,301.89 110,662.05
TOTAL 9,328,236.49 10,003,980.70
14,1 FEES PAYABLE TO BOARD MEMBERS
Annexure B Page 12



NATAL JOINT MUNICIPAL PENSION FOND (SUPERANNUATION) (REF. NO. 12/8/553/2)
NOTES TO THE FINANCIAL STAYEMENTS FOR THE YEAR ENDED 31/03/2010

2010 2009
R R
REIMBURSIVE MEETING ALLOWANCE 1,038,076.03 748,466.79
TOTAL 1,038,076.03 748,466.79
142. STAFF COSTS & PRINCIPAL OFFICER EXPENSES ( NOTE 14.2.1}
2019 2009
R R
SALARIES 2,509.828.10 2,537,959.62
EMPLOYER CONTRIEUTIONS TO RETIREMENT FUNDS 216,288.05 251,767.87
TRAINING EXPENSES 26,467.25 28,280.36
OTHER 160,448.58 £13,04796
TOTAL 2,913,031.98 3,231,055.81
14.2.1 PRINCIPAL OFFICER REMUNERATION
2010 2009
R R
SALARIES 308,232.00 302,223.26
ALLOWANCES 19,440.00 0.00
RETIREMENT FUND CONTRIBUTION 0.00 0.00
BONTS 98,301.60 90,666.98
OTHER PAYMENTS 0.00 0.00
H TGTAL 425,973.60 392,890.24
Annexwre B Page 13




NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF.NO. 12/8/553/2)

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. FINANCIAL LIABILITIES AND PROVISIONS

16.1 FINANCIAL LIABILITIES
2010 2009
R R
0.00 0.00
162 PROVISIONS
2010 2009
R . R
ACYUARY'S FEES 511,490.92 773,395.60
ACCUMULATED LEAVE 257,770.15 36242737
STAFF BONUS 355,998.96 208,848.06
AUDIT FEES 341,740.68 369,744.36
PROJECT - IT PLATFORM INSTALLATION 112,860.00 000
DATA PROCESSING 190,086.75 0.00
TOTAL 1,769,947.46 1,804,415.39
163 ACCOUNTING FOR LEASES

Leases of property, plant and equipment where the Fand assumes substantially alf the benefits and risks of
ownership are classified as finance leases. Finance leases are capitalised at the estimated present value of the
underlying lease payments. Each Iease payment is allocated between the liability and finance charges to achieve a
constant rate on ¢he Tinance balance oufstanding. The corresponding rental obligations, net of finance charges, are
included in long-terin payables. The interest element is charged to the income statement over the lease petied. The
property, plant and equipment acquired under a finance lease contract is depreciated over the useful life of the asset.

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

17. FINANCIAL INSTRUMENTS

* Solvency risk

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

Annexure B Page 14




NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) (REF. NO. 12/8/553/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

* Lepal 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 draﬂmg of conu'acts 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 debts is
vot significamt. An appropriate level of provision is maintained.

*  Currency risk

Currency risk is the risk that the value of an instrament will fluctuate in Rands owing to changes in foreign exchange
rates. The Fund's exposure to currency risk is in respect of foreign investments made on behalf of members of the
Fund for the purpose of secking desirable international diversification of investments. The Committee of
Managememnt monitors this aspect of the Fund's investments and fimits it to 15% of total assets.

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

* Market risk

Market risk is the risk that the value of a financial instruments will fluctuate as a result of changes in market prices
and interest rates

* TInvestments

Investments in equities are valued af 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.
Continuous inonitoring takes place to ensure that appropriate assets are held where the liabilities are dependent upon
the performance of specific portfolios of assets and that suitable match of assets exists for all non-market related
Liabilities.

18. PROMISED RETIREMENT BRENEFITS
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 transactions for the financial year ended 31 March 2010, except as disclosed in note 14.1

and note £4.2.1
20. OPERATING LEASE COMMITMENTS
[ 2010 - 2009
R R

FUTURE MENIMUM OPERATING LEASE PAYMENTS

WITHIN ONE YEAR 439 613.06 415 90229

BETWEEN ONE AND FIVE YEARS 270 116.11 726 614.72
TOTAL 709 729.17 1142 517.01
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NATAL JOINT MUNICIPAL PENSION FUND (SUPERANNUATION) ( REF. NO. 12/8/553/2)
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31/03/2010

22. SURPLUS IMPROPERLY UTILISED RECEIVABLE

2010 2009
R R
OPENING EALANCE 0.00 0.00
|| AMOUNT PAYABLE BY EMPLOYER 0.00 0.00
INTEREST RAISED 0.00 0.00
LESS
PAYMENTS RECEIVED - 0.00 0.00
SETTLEMENT FROM EMPLOYER SURPLUS A/C 0.00 0.00
OTHER 0.00 0.00
TOTAL RECEIVABLE 0.00 0.00
DISCLOSED AS:
NOR-CURRENT PORTION 0.00 0.00
CURRENT PORTION 0.00 0.00
23, AMOUNTS TO BE ALLOCATED
2010 2009
R R
SURPLUS TO BE APPORTIONED 0.00 0.00
INVESTMENT RETURN TQ BE ALLOCATEPR 0.00 0.60
OTHER 0.00 0.00
TOTAL AMOUNTS TOQ BE ALLOCATED ¢-90 0.00
24, CASH AY BANK
2010
R
CURRENT ACCOUNT 8,796,365.48 8,068,303.49
UNCLAIMED BENEFITS MONEY MARKET ACCOINT - STANIIARD BANK 6,039,402.92 0.00
14,835,768.40 3,068,303.49
25. NON-CURRENT ASSETS HELD FOR SALE
NIL '
26. BENEFTITS BY INSTALMENTS
This amount represents the lamp sum coniribution in respect of retrenchment berefits for Umsekeli
employees paid in advance by KZN Department of Local Government and Traditional Affairs.
Annexure B Page 17
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REPORT OF THE AUDITOR-GENERAL OF NATAL JOINT MUNICIPAL PENSION
FUND (SUPERANNUATION)} TO THE REGISTRAR OF PENSION FUNDS ON
FACTUAL FINDINGS

Scope

| have performed the procedures agreed with you and enumerated below with
respect to the accouniing records of the Natal Joint Municipal Pension Fund
(Superannuation) for the period 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 total, the data received by | We found that the data received by the
the administrator to the cash received | administrator agreed to the cash received by
by the fund. the fund.

1.2 We inspecied the bank staterments, 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_ctontrébugonls(. were depor;!ted with itﬁ interest had been correctly raised in terms of
registere ank in accordance w ulation 33 were licable.
section 13A of the Act and whether late regulatio app \cable

| payment interest has been raised in
terms of regulation 33, where
applicable. )

1.3 We inspected the accounfing records of | We found that amounts disclosed as arrear
the fund to determine whether amounts | contributions at year-end have been paid to
disclosed as amear contributions at | the fund in accordance with the requirements
periodend have been paid to the fund | of section 13A of the Act,
in accordance with the requirements of
section 13A of the Act.

2 We inspected the list of investments | We found that the fund does not hold
held by the fund for any investments | 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 | Not applicable to the fund — no investmenis
participating employer exceeded 5%, we | were held in the participating employer.
inspected the appropriate Financial
Services Board approval.

2.2 We obtained written confimations of | Ve found that the investment balances

agreed to the delails in the confirmations




Procedures

Findings

investment balances and agreed details
of the confimations received to the
investment balances reflected in the
general ledger.

received from the investment managers.

Ve obtained the list of housing loans
granted ic members by the fund In
terms of section 19(5) of the Act by the
fund as at 31 March 2010 and
performed the Tollowing 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.

3.1

We agreed the loans on the above list to
the corresponding account in the
general ledger.

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

32

From the above list, we selecied a
sample of the lesser of 25 or 10% of
housing loans. We determined whether
the selected housing loans were granted
in terms of the requirements of section
12(5) of the Act, in terms of the security
provided and the interest rates applied
1o the loans.

Not applicable o 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.

3.3

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 Regulator
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 obtained 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 guaraniees from the list. For the
sample selected, we compared the total
for guarantees issued on behalf of the
members to the total of member
individual fund credits, to determine
whether the total guaraniees issued
exceeded the total member individual
fund credits allowed in terms 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 aliowed by the Act.

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

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




Procedures

Findings

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

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

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

7.1

We agreed the section 14 transfers 1o
and from the fund to the approved
section 14 documentation 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 Registrar of Pensien
Funds.

7.2

We agreed the above list of section 14
transfers to the cormresponding 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 return had been
allocated from date of receipt/payment.

We found that the following FSB approval had
been paid more than 60 days after the approval
was received: 209423. No further exceptions to
the procedure were noted.

7.4

In respect of unitised funds, we selected
a sample of the lesser of 25 or 10% of
the members fransferred and
recaiculated 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
March 2010 and performed the following
procedures;

8.1

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

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

8.2

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




Procedures

Findings

8.2.1

We agreed the member and empioyer
contributions received for the selected
memnbers per the administrator's system
to information supplied by the
participating employers for a sample of
3 months,

We agreed the contribution received for the
selected members per the administrator's
system to information supplied by the
participating employers for the month of July,
November and March.

8.2.2

In respect of unitised investment
products, we recalculated the
conversion of the selected contributions
at the unit price per the administration
systeth on the dates that the
contributions  were invested and
determined whether these units were
correctly calculated and added fo the
existing units for the full period.

Mot applicable as the fund's invesiment

products are not unitised.

823

in respect of unitised investment
products, we  recalculated the
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.

Not applicable as the fund's investment

products are not unitised.

824

In respect of unitised investment
products, we agreed the period end unit
price as authorised in terms of the rules
of the fund to the unit prices on the
administration system used to calculate
the member credits.

Not applicable as the fund’s investment

products are not unitised.

8.25

In respect of non-unitised investment
products, we agreed the returmn allocated
to the member's fund credit on the
administrator’'s records to the retum
approved in accordance with a
resojution of the Board of Trustees or
the: rules of the fund

We agreed the return allocated to the member's
fund credit on the administrator's records to the
refurn approved in accordance with a resolution
of the Board of Trustees.

8.3

We selected a sample of the lesser of
25 or 10% of members who switched
between investment portfolios during the
period and determined whether the
portfolios were correctly switched and
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.

Not applicable — In terms of the rules of the
fund members cannot switch befween
investment portfclios.

8.4

If a surplus apportionment scheme was
approved by the FSB in the current
period, we selected a sample of the
lesser of 25 or 10% from the surplus

Not applicable — There was no approved
surplus apportionment scheme in the current




Procedures

Findings

schedules and we agreed the allocation
of the fund surplus of the scheme fo the
individual allocation in the member
records per the administration system.

8.5

For unitised invesiment products where
member portfolios are backed by
specific portfolics, we agreed the values
of Iinvestments specified by the
members investment choice to the
members fiabilities per product for that
choice and inspected the accuracy of
reconciling items.

Not gpplicable as the fund’s investment

products are not unitised.

We inspected the most recent statutory
valuation report to determine whether
the fund was underfunded. 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 impiemented to remedy the
shorifall.

The fund is cumrently charging a surcharge in
accordance with a scheme of arrangement
entered into with the FSB subsequent to the 31
March 2000 statutory actuariat 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 period financial statements.

We found that opening balance agreed to the
prior year financial statemeris.

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

11

We obtained a list of lump sum benefits
reflecied as expenses in the fund's
Staiement of Changes in Net Asseis
and Funds and performed the following
procedures:

11.1

‘| general

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

We found that the list agreed fo the
respective general ledger benefit expense
accounts.

We selected a sample of the lesser of
25 benefits or 10% of the fotal benefit
expenses from the Est and performed
the following pracedures:

11.2.1

We agreed the claim to the applicable,
authorised supporting documentation.

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




Procedures

Findings

M22

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

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

11.2.3 | We agreed that the calculation of the | We found that the calculation of the benefit
benefit payment to the requirements of | payment agreed to the requirements of the
the rules of the fund and/or the Act rules of the fund. The amounts were

calculated by the programme created by
Arthur Els actuaries.

M.24 | e inspected whether the payments We found that th_e"payouts made-by the fund
agreed to relevant authorisatiort. agreed to authorising dot_;umentatlon_

12 We oblained a copy of the listing of
pensioners and performed the following
procedures:

12.1 We agreed the total pensions paid to the { We found that the total pensions paid agreed
corresponding account in the general | to the corresponding account in the general
ledger. ledger.

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

1221 we agreed the pensioner increases to | We found that the pensioner increases

| authorisation by the Board of Trustees | agreed to approved trustee resolutions.
or other relevant supporting
documentation.
12.2.2 | We inspecied evidence supporting the | ye found that the certificates of existence
fact that the pensioners selected were :
o were in place.
stitl alive.
13 Where the fund has reinsured its | Not applicable to the fund — no portion is

pensioners with an insurer, we obfained
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.

reinsured by the fund.

As the above procedures do not constitute either an audit or a review made in
accordance with International Standards on Auditing or Intemational 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 attention that would have
been reported fo you.




Our report is solely for regulatory purposes and may not be distributed fo, or relied on, by
parties other than the Registrar of Pension Funds.

Pietermaritzburg

22 September 2010

“

O
AUDITOR-GEMNMERAL
SOUTH AFRICA

&r,!

Auditing 1o build public confidence
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SCHEDULE IB - ASSETS HELD IN COMPLIANCE WITH REGULATION 28

The Kwazulu-Natal Joint Municipal Superannuation Fund for the period ending 31st March 2010

A, TOTAL ASSETS OF THE FUND AS PER STATEMENT OF FUNDS AND NET ASSETS 5,201,398,900
B. LESS: NONJINVESTMENT [TEMS OF STATEMENT OF NET ASSETS & FUNDS 28,803,288
1 FIXED ASSETS 1,011,783
2 GURRENT ASSETS ( EXCLUDING CASH AT BANK) 27 886,505
C. FAIR VALUE OF ASSETS - COMPLIANCE 5,172,500,612
Total
Categories of assets Fair Value Max
R Weight Weight
1.  Deposits in banks, mutual banks, Postbank and SAFEX 766,671,781 14.82% 100%
0.00%
(a) Deposits and balances in current and savings accounts with a bank or mutual bank,
including negotiable deposits and money market instruments in terms of which such bank is
liable, or deposits and savings accounts, accounts with the Post Office Savings Bank and
margin deposits with SAFEX:
766,671,781 14.82% 100%
(i) Per bank or mufual bank 751,016,815 14.52% 20%
{ii) Postbank - ~ 0.00% 20%)|
(i) SAFEX 15,654,966 0.30% 8%
0.00%
{b} Deposits and balances in curent and savings accounts with a bank outsile the Republic
including negotiable deposits and money market instruments in terms of which such a bank
is lable - 0.00% 15%
0.00%
0.00%
2. Kruger Rands - 0.00% 10%
. 0.00%
3. Bills, bonds and securites issued or guaranteed loans to of guaranteed by-
14,086,267 0.27% 100%!
0.00%
{a) Inside the Republic- 14,046,267 0.27T%
{i) Local authorilies by law to levy rates upon immovable: 100%
property - 0.00%
-per iocal authority - 0.00% 20%
(i} Devalopment boards established by section 4 of the
Black Communities Development Act, 1884 {Act No. 4
of 1984) - 0.00% 20%
(iii) Rand Waier Board 1,651,171 0.03% 20%
(iv) Eskom 12,435,096 0.24% 20%
(v} Land and Agricultural Bank of South Africa - 0.00% 20%
(vi) Locat Authorities Loans Fund Beard - 0.00% 20%
0.00%
(b) Territories outside the Republic - Bills, bonds and securities issued or guaranteed by the
foreign Government concerned - 0.00% 15%
0.00%
0.00%
4.  Bills, bonds and securities issued by and loans to an insfitution in the Repubiic, which bills,
bomds, securities and loans the Registrar approved in terms of section 18 (1} (h} of the Act
before the deletion of that section by section 8 (a) of the Act No. 53 of 1989, also bills, bonds
and secunities issued by and loans to an institution In the Republic, which institution the
Registrar Ekewise approved before such deletion
696,987,819 13.47% 100%
- per institution 696,987,819 i 13.47% 26%
0.00%
5.  Bills, bonds and serrities issued by the govemment of or by a local authority in a temvitory
other than the Republic, which territory the Registrar approved in terms of section 19 (1) (i)
of the Act before the deletion of that seclion by section B (a) of Aci No. 53 of 1989, and also
bitlls, bonds and securities issued by an instituficn in such an approved temitory, which
insfitution the Registrar likewise approved before such deletion:
- 0.60% 100%
- per authority - 0.00% 20%
0.00%
0.003%%
Limitations in respect of investments in items & and 7 3,432,042,458 66.35% 90%]
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Immovable properly and claims secured by mortgage bonds
thereon. Units in colfective investment schemes in property shares and shares in, loans to
and debentures, both convertible and non-converlible, of property companies:

215,805,712

These nvestments are subject to the fellowing limitation:

(a) inside the Republic-
Per any single porperty or property development project

(b) outside the Republic-
Per any single porperty or property devefopment project

215,805,712
215,808,712

Preference and ordinary shares in companies excluding shares in property companies.
Convertible debentires, whether voluntarily or compulsorilty convertible and units in equity
unit frust schemes which objective it is to invest their assets mainly in shares:

Subject 1o the following limitafions:
{a} Inside the Republic-

3,216,236,746

2,007,885,791

Preferance and ordinary shares in companies. Cenvertible debentures whether
voluntarily or compulsorily convertible

(i) Unlisted shares, unlisted convertible debentures, shares and convertible debertures
listed in the Development Capital Seclor of the JSE

4,635,833

(ii} Shares and convertible debentures listed on the JSE, other than the Development
Capital Sector

2.003,249,959

{a= ) Companies with a market capitalisation of R2000 milfion or less

- per Company
{bb } Companies with a market capitalisation of more than R2000 million

- per Company

20,238,627
20,238,627

1,983,011,332
1,283,011,332

(b) Territories outside the Republic-

112,646,838

Preference and ordinary shares in companies. Convertible debertures whether
voluntarily or computsorily convertible

{f) Unlisted shares, untisted convertible debentures

(i) Shares and convertible debentures lisied on any recognised foreign exchange

{aa} Companies with a market capitalisafion of R2000 million or less

112,646,638

- per Company [

-

(bb) Companias with a market capitalisation of more than R2000 million

112,646,838

~ per Company |

112,646,838 |

{c} inside the Republic-
Units in equity collective investment schemes which objectwe Is o invest thefr assets mainly
in shares

(d) Outside the Republic -
Units in equity collective investment schemes which objective is to invest their assets mainly
in shares

Listed and unlisted debentures, units in collective invesiment schemes with the objective to
invest in income generafing securities and any secured claim against individuals and
companies
These investments are subject to the following limitations:
{a) Inside the Republic-
{i} Claims against residents-
~ claim per any one individual resident
(i} Claims against companies-
- ¢laim per any one company

458,716,776

636,987,341

0.00%

417%
0.00%
0.00%
0.00%
4.47%
417%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

62.18%
0.00%
0.00%

38.82%

0.00%

0.09%
38.73%

0.39%
0.39%

38.34%
38.34%
0.00%
0.00%
2.18%

0.00%
0.00%

2.18%

0.00%
0.00%

2.18%
2.18%
0.00%
0.00%
0.00%

8.87%
0.00%
0.00%

12.31%
0.00%

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
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26%

25%
5%

10%
5%

5%

5%

5%
75%)

5%
10%

™%
15%

15%

2.5%)
15%

15%
10%,

15%
15%)

75%

15%

25%

25%
25%
0.25%
25%
5%




0.00%

{b) Termitories outside the Republic- - 0.00% 15%
(i) Claims against residents- - 0.00% 15%
- claim per any one individual resident - 0.00% 0.25%
(i} Claims against companies- - 0.00% 15%
- claim per any one company - 0.00% 5%
0.00%
9.  Investments in the business of a participating employer inside the Repubfic in terms of- )
- 0.00%
(a) The provision of section 19 {4} of the Act - 0.00% 5%
{b) The exemptlions granted in terms of section 19 (4A} of the Act - 0.00% 10%
0.00%
10. Any other assets not refemred 1o in this Annexure, excluding- - 0.00% 2.5%
{a) Money in hand in the Republic - 0.00% 95%
{b) Loans granted to members in accordance with- - 0.00% 5%
{i) The provisions of Section 19 {5} of the Act . - 0.00%
(i) Exemptions granted in terms of Section 19 (6} (a) of
the Act - 0.00%
¢.00%
Limitations for investment in itme 6-9, and items 10 (a) and (b) 3,432,042 458 66.35% 85%
0.00%

{c) Bilis, bonds or securifies issued or guaranteed by the Govemment of the Republic or by a
provisional administration 262,712,347 5.08% 100%

{d) Units in & collective investment scheme as defined in the Colleclive Investment Schemes
Control Act, 2002, the underlying assets of which consist only of-

0.00% 100%
{i) Assels refemred to in paragraphs (i), {ii}} and (iii} of item 1 (a) of this Annexure
766,671,781 14.82% 100%
(i} Assets refared to in paragraph {c) of item 10 of this Annexure, or
262,712,347 5.08% 100%
(iii} Assets referred fo in items 3, 4, and 5 of this Annexure 711,074,086 13.79% 100%)
_ 0.00%
11. Fair value of units in a collective investment scheme included in fotal assets to be excluded
© in terms of subregulation {2) (a) (i} of Regulation 28
- 0.00%
0.00%
12. Fair value of insurance polices included in tofal assels to be excluded in terms of
subregulations 2 (a) {if) and {3} of Regulation 28 - 0.00%
TOTAL {equal to the fair value of assets (C) above) 517 3 100%
) %, 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%
{¢} immovable properiy, units in collective investment schemes in property shares, shares in, loan - 0% 10%
(d} Preference and ordinary shares in companies, convertible debentures oufside the Republic 112,646,838 15% 15%
(e) Units in equity coliective invesiment schemes outside the Republic 204,443,854 27% 15%
(f} Debentures and other secured claims against individuals and companies and unifs in income collective investment scheme 0% 15%
{g) Other 432,543,458 58% 2.5%
. 7@,@1, [ED [66 %

TOTAL
{Limited to 15% of fair value of assefs in Annexure)

Notes:

t.  Credit balances in current accounts must be included in itern 1. i

2. Hiheinvestments exceed the limit per institution/company/individual and no exemption has been obizined, the detalls below must be completed
for each instiufion/companyfindividual in each categovy of assets,

] % of Fatr
Investments in institution/companyfindividual Fair Value Value ltem
R
EXEMPTIONS GRANTED BY THE REGISTRAR
Date of Letter ' ExpiryHate Max%

em
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ANNEXURE E



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

| have audited the attached Schedule IB ‘Assets of the fund held in compliance with
Regulation 28 (the “Schedule”) by the Natal Joint Municipal Pension Fund
{Superannuation) (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:

= designing, implementing and maintaining internal control relevant to the
preparation and presentation of the Schedule that is free from matenal
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 intemal
control relevant to the entity’s preparation and presentation of the Schedule in order o
design audit procedures that are approprate 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 Schedule.

| believe that the audit evidence that we 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 (Superannuation) 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 1B is prepared solely for regulatory purposes and as a result, the Schedule and
refated auditor's 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.

WW

Pietermaritzburg

16 October 2010

AUDIETOR-GEMERAL
SO UWTH AFRICA

Audifing to build public confidence






