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Presen: value of licbilities

1. The present value of the actuarial fiabilities of the fund as at the current and previous valuation dates were as
follows:
31 iercih 2018 31 March 2019
{(P’mitilon) {R'mili{on)

Active members 858 745
- Past service liability 824 668
- Pension increase reserve” 34 46
Persioners 3843 3820
- Pensioners 3783 3 622
- Pension increase reserve™ 160 188
Contingency reserves 324 281
- Solvency reserve

- Actives 48 37

- Pensioners 234 221
- Contribution reserve 42 23
Totai Liabilities 5125 4 816

* Resarve allowing for the potential impact on the financial position of granting pension increases in line with the pansion
increase policies of the SAA and PRASA sub-funds.

Summary of results
2. Comparing the value of the fund's assets with the totai past service liabilities shows the following resuits:
37 March 2078 31 liarch 2049
{R'mifion) (R'miltion}

Market vaiue of assets 9311 9 163
Value of accrued liabilities 4 607 4 201
Surnius/{Dafic!t) before contingency reservas 4704 £ 872
Contribution: reserve 42 23
Pension increase reserve 184 244
Solvency reserve 282 258
Surplus/(Deficit) 4 188 4 347
Funding level 181.7% 180.3%

Conclusion

3. I confirm that, based on the Information available, the fund was in a sound financial condition as at the valuation

date, i.e. the assets of the Transport Pension Fund exceeded the fund's actuarial liabilities and recommended
contingency reserves as at the valuation date.
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! am pleased to present to the trustees of the Transport Pension Fund ("the fund") this actuarial valuation as at
31 March 2019 {“the valuation date”). This report sets out the results of the actuarial valuation of the fund as at the
valuation date and includes an analysis of the financial progress of the fund since 31 March 2018 (“the previous
valuation date”). The period between the previous valuation date and the current valuation date is referred to hereinaiter
as the valuation period.

Registration and operation

1.1 The Transnet Pension Fund is a defined benefit pension fund established in terms of the Transnet Pension
Fund Act 62 of 1990 (the "Act’). The fund has been closed to new members since 1 December 2000. The
Transnet Pension Fund Amendment Act, promuigated in the secand half of 2007, changed the name of the fund
with effect from 11 November 2005 to the Transport Pension Fund.

1.2 The Transnet Pension Fund Amendment Act restructured the Transport Pension Fund into a multi-employer
pension fund. From the date this Act came into effect, all existing members, pensioners, dependent pensioners,
liabilities, assets, rights and obligations of the Transport Pension Fund are attributable to a sub-fund, with
Transnet as the principal employer.

1.3 The amended rules of the fund established a sub-fund in the name of South African Airways (Pty) Ltd ("SAA")
from 1 April 2008. A further sub-fund in the name of the Passenger Rail Agency of South Africa ("PRASA") was
established with effect from 1 May 5006. The third sub-fund currently in existence is the Transnet sub-fund
(“Transnet’).

Chjectives

1.4 This actuarial valuation has been carried out as at the valuation date with the following objectives:

to assess the financial soundness of the fund, by comparing the value of liabilities accrued to the
valuation date with the value of the assets held as at that date;

to investigate and repart on actuat experience of the fund since the previcus valuation;
to review the assumptions used in light of actual experience and industry developments;
to assess the necessity for, and quantum of, any contingency raserves,

to assess the suitability of the assets in relation to the liabilities of the fund; and

to meet statutory requirements.
Valuation data

1.5 in compiling this report, | have refied upon the accuracy and compteteness of information made available to me
by the administrators, Momentum Retirement Administrators, and extemnal parties. Except where expressly
stated in the report, | have not independently verified the accuracy of the facts or the basis cf the information
supplied to me.

1.6 The results of the valuation depend on the accuracy of:
the membership data;

the information on the assets, as supplied by the relevant sources, and

the draft audited financial statements for the valuation period.
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1.7 Reasonability checks have been performed on the above and | am satisfied with the general accuracy and
completeness of the data provided and with its suitability for purposes of this actuarial valuation. Further
information regarding the reasonability checks performed is set out in section 3.

Capacity, Srief and professions! guidance

1.8 This report has been prepared by Alexander Forbes Financial Services (Pty) Ltd {*Alexander Forbes") solely for
the benefit of trustees of the Transport Pension Fund, the Minister of Public Enterprises and the Minister of
Finance, and is prepared in accordance with the instructions given by the trustees of the fund. The trustees are
charged by the Transnet Pension Fund Act 62 of 1990 (‘the Act’) to investigate the financial condition of the
fund and report thereon to the Minister of Public Enterprises and the Minister of Finance.

19 in terms of General Rule 2.14.3 of the fund, the fund shall be valued by the Actuary at intervals not excesding
three years, to determine whether the fund is in a position to pay the benefits provided for in the Rules, The
current practice is to perform annual actuarial valuations of the fund. The trustees appointed Alexander Forbes
Financial Services to perform this valuation.

1.10  The previous valuation of the fund was carried out as at the previous valuation date by Alexander Forbes
Financial Services and, at that date, the fund was in a sound financial position.

1.41  Througheut this report any values that have been determined are, except where otherwise stated, in accordance
with our view of the most probable future experience. Our specific assumptions and other reliances and
limitations are documented in the following sections and supporting appendices. These sections and
appendices are an integral pari of this report.

1.12  This report complies with the relevant Guidance Notes of the UK Actuarial Profession and the relevant
Professional Guidance Notes of the Actuarial Society of South Africa.

143  Alexander Forbes does not accept any liability to any persons, ather than the trustees, in connection with this
report or its related enquiries. | accept no liability in respect of any matter outside the scope anc limitations of
this report and purpose for which it is prepared.

1.14  This report may not be disclosed and / or refied upon in whole or in part to/ by any person other than the trustees
or quoted in any other context withaut prior written consent. Any person, other than the trustees to whom this
report [s addressed, who receives a draft or copy of this report (or any part of it} or discusses it {or any part of
it) or any related matter with me or any third party, does so on the basis that they acknowledgs the source of
this report and accept that they may not rely on it for any purpose whatsoever and that | owe a duty of care only
to the trustees. Any portion of this report, if reproduced or transmitted, must include a reference to the full report
and to this clause.

1.15 This report has been prepared as at the valuation date and covers the valugtion period given above. Unless
specifically stated to the contrary, it does not take into account any events subsequent to the valuation date.

o
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Pension increases

2.1 The rules of the SAA sub-fund allow for pension increases above the 2% minimum to be paid, subject to
affordability as determined in accordance with the Pension Increase Policy, and the approval of the employer.
In addition to the 2% granted to each pensioner in terms of the rules of the SAA sub-fund, an additional 1.05%
increase was granted during the valuation period for pensioners of the SAA sub-fund.

2.2 The rules of the PRASA sub-fund allow for pension increases above the 2% minimum to be paid from time to
time in order to maintain 100% of purchasing power, and annually to a maximum of 75% of the average CP! in
the previous financial year, subject to an assessment of affordability by the fund and its actuaries, and the
approval of the employer. In addition to the 2% granted to each pensioner in terms of the rules of the PRASA
sub-fund, an additional 1.05% increase was granted during the valuation period for pensioners of the PRASA
sub-fund.

23 Pension increases of 2% were granted for pensioners of the Transnet sub-fund.

Bonus pensions

2.4 The rules of the sub-funds allow for bonus pensions to be paid, subject to an assessment of affordability by the
fund and its actuaries, and the approval of the relevant employer.

2.5 A bonus payment equal to 10% of annual pensions was granted to pensioners of the Transnet sub-fund in April
2018. We made allowance for this in the previous valuation by adjusting the value of assets.

26 Bonus payments equal to 15% of annual pensions were granted to pensioners of the Transnet sub-fund in
October 2018 as well as December 2018 and 13" cheques were granted to pensioners of the SAA and PRASA
sub-funds in December 2018.

Ru'e amencments

27 There were nc rule amendments during the valuation period that could impact on the financlal condition of the
fund.

Administration end actuarial services
2.8 The fund was administered by Momentum Retirement Administrators during the valuation period.

2.9 Alexander Forbes are the appointed actuaries to the fund.
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The valuation of the fund at the valuation date was based on the membership detailed below. A complete data
requirement specification for the fund was previously prepared by Alexander Forbes Financial Services and
discussions were held previously with the administrators to assist in ensuring the data requirements were met.

3.2 Further statistics, including a reconciliation of the current membership with that present at the previous valuation,
are provided in appendix 2 and appendix 3.
3.3 The following tables summarise the data:
Votal fung
fictive membars 31 Wiarch 2018 3% March 2018
Number of contributing members 244 208
Total annual pensionable salary (R'000) 88 942 78 989
Average annual pensicnable salary (R) 364 516 379 755
Average age {salary weighted) 55.8 56.4
Average service (salary weighted) 347 34.8
The number of contributing members is one member more than what is stated in the fund's financial statements.
The difference is due to an additional member, confirmed by the administrator, included in our valuation.
T'otel fund
Pgnsioneis 31 karch 2018 31 ilarch 2018
Number of pensioners 5 508 5 376
Total annual pension (R'000) 409 524 423 348
Average annual pension (R) 74 378 78 748
Average age (pension weighted) 67.9 68.7
Data checlis
34 The following paragraphs set out the data received for the valuation and the reasenability and other checks
performed on this data.
3.5 Electranic data was supplied in respect of the fallowing groups:
Pensioners;
Active members; and
Exits.
36 The results of the valuation are dependent on the accuracy and completeness of the data supplied. Any

significant changes to the data would result in potentially significant changes in the valuation results.
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Cheaclts parformec

3.7 A reconciliation of the valuation data with the financial statements has been attempted and a number of
reasonability tests to verify the correctness of the data have been performed.

38 For each of the above categories of membership checks have been done for missing dates of birth, dates of
commencement of pension, gender and pension amounts. Checks have also been carried out to ensure that
there are no duplicate records contained within a particular group and that no members appear in more than
one group.

39 The following reasonability checks have been performed for active members:

Date feasibility;

Dates are in logical order;

Ages are in reasonable ranges;

Annual pensionable salaries are in reasonable ranges;

Consistency of salary weighted age and service over the valuation period;

Annual pensionable salary increases are reasonable.

310 The following reasonability checks have been performed for pensioners:
Date feasibility;
Dates are in logical order;
Ages are in reasonable ranges;
Period on pension is in reasonable range;
Annual pensions are in reascnable ranges;
Consistency of average age and pension weighted average age over the valuation period;
Annual pension increases are reasanable;
The annual pensions paid, as shown in the financial statements, seem in line with the average pension

from the data.

Data supplied and daiz concerns
3.1 After performing the data checks described above, a number of queries were sent to Momentum Retirement
Administrators where omissions or inconsistencies in the data were identified. The responses received from

the administrators resulted in the records of some members and pensicners being either updated or deleted.

3.12  Given the checks performed on the data and the responses to the queries raised, the data on which the valuation
has been based appears to be reascnable for the purposes of this valuation.

ALEXANDER ' i3
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4.1 This section sets out the value placed upon the fund's assets. In order to ensure consistency with the actuariai
value placed on the liabilities of the fund, which follow a market vaiue basis approach as set out in the following
section of this report, we have used the market value of assets as reported in the annual financial statements.

investment strategy

42 The fund has a detailed investment strategy document and the trustees and fund's administrators undeitake
ragular checks to ensure that the fund's asset composition complies with the investment guidelines set out in
the investment strategy document.

Revenue statement

4.3 A consolidated revenue and expenditure account for the period 1 April 2018 to 31 March 2018 was provided
based on draft audited financial statements.

4.4 A summary of the revenue and expenditure account for the total fund is as follows:

R'000 R'000

Fund as at 1 April 2018 9310771
Revenue anc appreciation 448 463

Contributions recsived and accrued 18 843

Net investment income 428 015

Other income (Lumpsum & Annuities written back) 1 605
Expentiiture {595 536)

Administraticn expenses {3 418)

Benefit payments (571 423)

Transfers cut {20 797)
Pund &8s ai 31 Merch 2018 g 163 558

ALEXANDER fF
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Fuad assets

45 The composition of the fund’s assets at market value as reported in the annual financial statements produced
by the fund's administrators is set out in the following table:

Wisrhet Veiue Allocation
R'000 %
Foreign
Cash and deposits 50 828 0.56
Debt instruments 4 392 0.04
Foreign listed equities 1868 357 18.41
Listed property shares 1778 0.02
Collective investment scheme 3164 0.03
Local
Cash and deposits 837 895 7.84
Debt instruments 4423 296 41.38
Equities (listed, unlisted, private) 2172763 20.32
Listed property shares 502 900 5.55
Commodities 9750 0.0e
Private equity funds 32 885 0.31
Collective investment schemes 583 200 545
Totsl investmoanis 10 620 298 100.0
Plus: Current assets 136 036
Less: Current liabilities (1 573 088)
Less: Non-cumrent liabilities* {12 410)
Less: Actuarial reserves (77 258)
Total 2ssets for valualion purposes € 183 598

* A provision of RT1 543 000 has been included to cater for expected future payments in respect of ciass actions against
the fund.

Valuation of assets

4.6 For purposes of this actuarial valuation, the assets have been taken into account at 100% of fair (or market)
value and no investment margin has been set aside. Therefore, the assets of the fund have been taken into
account at R9 163 million as at the valuation date. This is consistent with asset valuation methodology applied
to the valuation of the fund's liabilities.

Fund returns

47 The assets of the fund earned approximately 6.1% per annum, as per the investment report, during the valuation
period, as provided by the fund's asset consultants. This investment retum is net of investment management

fees.
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4.8 This returnt should be considered in the context of the 8.62% per annum assumed for active members and the
effective 8.62% per annum assumed for pensioners in the previous actuarial valuation report.

Appropriaieness of assets

4.9 in May 2018 the trustees agreed to a revised asset strategy to better match the assets to the nature of the fund’s
liabilities. The new strategic asset allocations is as follows:

Aliocation
%
Local equities 220
Local cash and alternatives 5.0
Cash flow matching 40.0
Local property 8.0
Local credit 3.0
Global equities 220
400.0

410 | am satisfied with the appropriateness of the matching of the fund's assets and liabilities.

ALEXANDER
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The valuation has been conducted on the basis of the benefits and other provisions of the rules of the fund as at the
valuation date.

Valuation method

5.1 The fund has been closed to new members since 1 December 2000. The actuarial valuations of the fund carried
out since 31 March 2001 have, therefore, been carried out using a valuation method known as the Aftained Age
Method. This method allows for the fact that the fund will effectively age over time as the current membership
fncreases in age.

Eccrued [labilitles

52 The accrued liabiiity for active members is derived as the present value of their expected future benefit
entitiements based on service up to the valuation date and projected salaries to the date of benefit entittement,
using specific actuarial assumptions for the future financial and demographic experience of the fund.

53 The accrued liability for pensioners is calculated as the present value of their expected future pension payments
using specific actuarial assumptions for the future financial and demographic experience of the fund. Provision
is made for the future pension increases of 2% per annum, as specified in the rules of the fund.

Future service contribution rate

5.4 Under the Attained Age Method, the present value of benefits that will accrue to active members in respect of
all future service following the valuation date, is calculated and converted into a contribution rate by dividing this
by the present vaiue of projected salaries for all members over the same period. This gives the required future
service contribution rate before allowing for any subsidy from the contribution reserve.

5.5 There is no future service contribution rate in respect of pensioners.

Contribution reserse

5.6 The Attained Age Method of funding caiculates a future service contribution rate, which, if paid throughout a
member's working lifetime, is expected to fund the member's final benefit at retirement. The true cost of benefit
accrual is, however, an increasing function of age and therefare, under the Attained Age Method, more is paid
into the fund in the initia! years than is required to meet the vaiue of the benefit accruing in those early years.

The excess contributions in the initial years build up as a reserve, the contribution reserve.

5.7 in tater years, this reserve is utillsed when the Attained Age Method contribution rate is lower than the vaiue of
benefits accruing. This ensures a stable contribution rate, if all other valuation assumptions are met.

58 The recommended balance in the contribution reserve as at the valuation date is determined as the difference
between the required contribution rate under the Attained Age Method and the actual contribution rate paid to
the fund, multipiied by the present value of all expected future salaries.

Risl benelits

59 The death and ill-health benefits provided by the fund are currently selfinsured within the fund and the valuation
method and assumptions fully provide for the expected costs of these benefits.

ALEXANDER! Qfm ;
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Eipenses
510 The employers pay the fund's administration expenses directly and no allowance for administration expenses

5.11

Assets

5.12

has been made in the valuation.
Investment expenses and taxes are allowed for implicitly by assuming that they are offset against investment

proceeds. The valuation interest rate used in this report is therefore assumed to be net of investment fees and
taxes.

We have usad the market value of assets for valuation purposes.

Frincipzl actuericl assumptions

5.13

5.14

5.15

5.16

in setting the assumptions to be used for estimating the liabilities of the fund, current actuarial principles and
the Alexander Forbes best practice “house view” have been followed.

Current practice is for these assumptions to be “best estimate” assumptions. Therefore, no deliberate margins
for conservatism would be included in the assumptions; and the assumptions would generally be motivated by

reference to the experience of the fund, statistical evidence and yields on government or corporate bonds.

in addition, the assumptions shouid be reasonable both independently and combined. The assumptions used
to value the liabilities must be consistent with those used to value the assets.

The actuarial assumptions used in the valuation of the liabilities are detailed below:

Aciive members

Gross discount rate

5.17 The gross discount rate is determined with regard to the yield on 10 year government bonds on the valuation
date, reflecting the average duration of the liabilities. This implies a gross discount rate of 9.57%. The previous
year's gross discount rate was set at 8.62%.

5.18 No provision for asset management fees has been made since the out performance over the benchmark
produced by active asset management should exceed the asset management fee.

inflation

5.1¢ A future inflation assumption has been estimated by dividing the yield on 10 year inflation-linked bonds by a
similar duration fixed coupon bond yield and converting to a percentage.

520 Expected inflation as at the valuation date is therefore set at 6.04% p.a. (1.0957 / 1.0333 - 1), compared to

6.20% at the last valuation.

F.
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Salary increases

8.21  Itis assumed that salaries will increase at an average rate of 1% in excess of inflation, due to general productivity
impravements in the economy. We have therefore aliowed for general salary increases at the rate of 7.04%
p.a. (compared to 7.20% at the |ast valuation). In addition, in the absence of a fund-specific salary increase
scale, there is an allowance for merit salary increments based on the Alexander Forbes Best Estimate salary
increase scale. An extract from the scale is shown below, while the complete salary increase scale can be
found in appendix 5.
Age ifierit Increase
40 2.9%
50 1.5%
60 1.5%
65 1.5%
Jensioners
Yieic! curve
5.22  The gross discount rates are determined with regard to the all bond yield curve on the valuation date. | believe
an appropriate matched investment strategy for the fund would refiect an asset profile of primarily bond
investments. | have therefore used the yield curve as the discount rate, as implied by the efficient market
hypothesis. The graph below compares the yields as at 31 March 2018 and 31 March 2019:
Yield curve
12%
10%
. 8%
g
o 6%
2
>
2%
0%
0 2 4 & 8 10 12 14 16 18 20 22 24 26 28 30
31 March 2018 Duration
31 March 2019
523  The expected future cashflows at each duration have been discounted using the yield implied by the yieid curve
at each specific duration.
5.24  The average discount rate which produces equivalent results is 8.44% p.a. compared to the single discount rate

of 8.58% p.a. in the previous valuation.

ALEXANDER
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525 No provision for asset management fees has been made, since the out-performance over the benchmark
produced by active asset management should exceed the asset management fee.

Pension increases

5.26 Pensions in course of payment are increased by 2% per annum in terms of the rules of the fund and sub-funds.
In addition, a reserve is held to allow for changes in the pension increase targets in respect of the PRASA and
SAA sub-funds.

5.27  For the PRASA sub-fund the allowance made targets pension increases of 75% of CP! by using a net discount
rate of 4.82% (1.0857 / 1.0453 - 1) to value the iiabilities. For the SAA sub-fund the allowance made targets
pension increases of 75% of CPI taking account of the level of funding based on a discount rate of 5.5%.

Jemographic assumptions

5.28 The demographic assumpticns have been retained from the previous valuation, since at this point we do not
have sufficient demographic history for the fund to warrant a change in these assumptions. We propose that a
mortality investigation be undertaken at a future date so that we may verify the appropriateness of the
demographic assumptions applied.

5.28  The fund specific Transnet Pre- and Post-retirement Mortality Tables and Il Health tables have been adopted
to represent the expected mertality of all members. The full tables are available in appendix 6, while extracts
from the tables are shown below.

Pre Ret hioriality Il Heelth Post Ret Mortality
Age Hale Ferele igle Femzio Mzle Fermzle
25 0.23% 0.23% 0.08% - 0.93% 0.31%
30 0.20% 0.20% 0.16% 0.03% 1.17% 0.39%
35 0.23% 0.23% 0.32% 0.09% 1.42% 0.48%
40 0.28% 0.28% 0.58% 0.17% 1.66% 0.58%
45 037% 0.37% 0.88% 0.44% 1.80% 0.69%
50 0.52% 0.52% 1.80% 1.02% 2.14% 0.82%
55 0.74% 0.74% 2.860% 1.78% 2.38% 0.97%
60 1.05% 1.05% 3.60% 2.64% 2.62% 1.23%
65 1.49% 1.48% - - 2.86% 1.72%
70 2.07% 2.07% - . 4.20% 2.59%
75 - - . - 6.39% 4.18%

ALEXANDER By .
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iiarriage assumpilon

530 It is assumed that 80% of members and pensioners are married. Also, it is assumed that a male is, on average,
4 years older than his spouse. This is in line with the Alexander Forbes Best Estimate assumption for marriage,
used where fund-specific marriage statistics are not readily available.

Solvency reserve hasis

531 | have determined the level of the solvency reserve using the discontinuance matched approach as set out in
Circular PF 117, issued by the Financial Services Board. PF 117 states that the combination of the liabilities
calculated on a best estimate basis, together with the solvency reserve, “will result In the reporting of actuarial
surplus on a basis consistent with international practice”.

532 Although this fund is not subject to the Pension Funds Act (PFA} and Financial Services Conduct Authority
(FSCA) circulars, the circular is considered approptiate for this fund and is in line with general actuarial practice
as applied by actuaries in South Africa.

5.33 The assumptions that differ from my best estimate valuation assumptions are:

Gross discount rate {actives): 8.20% (this is again the yield on 10 year fixed interest gilts adjusted for the
reasonable cost of implementing and maintaining an investment strategy of partially matching such assets
to the liabilities of the fund, i.e. 0.375%).

Gross discount rates (pensioners): This is the yield curve, as discussed in section 5.22, but adjusted for
the reascnable cost of maintaining an investment strategy of matching such assets to the liabilities of the
fund (0.5% for unmatched), but taking into account the current matching and associated reduced risks
{0.25% for matched).

Post-retirement mortality: The fund specific mortality tables were again rated down by 1 year to allow for
possible future mortality improvements.

ALEXANDER gk
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6.1 in order to determine the level of solvency of the fund, it is necessary to compare the total assets of the fund with
the total liabilities. The fund is solvent when the value of the assets exceeds the value of the liabilities, i.e. a funding
level of 100% or greater. The funding level is the ratic of the value of the assets to the value of the liabilities of the

fund at the valuation date.

Value of liabilities

6.2 The present value of the actuarial liabilities of the fund in respect of members as at the valuation date is as

follows:

Active members
Pensicners
Contribution reserve
Solvency reserve

- Actives

- Pensioners
Pension increase reserve*
‘Total liablikies

Total fund
31 kiarch 2018 31 iarch 2019
{R'milllor:) {(R'mil¥on)
824 669
3783 3622
42 23
48 37
234 221
194 244
5125 4.8%8

* Reserve allowing for the potential impact on the financial position of granting pension increases in line with the pension

increase policies of the SAA and PRASA sub-funds.

6.3 We have split the actuarial liabilities between the various sub-funds and these are set out below:

Active members
Pensioners
Contribution reserve
Solvency reserve

- Actives

- Pensioners
Pension increase reserve*
Totel abiliifes

SAA sub-fund
31 ikarch 2018 31 wiarch 2019
{(R'million) (R'mitilon)
329 202
969 841
20 13
20 17
67 70
93 161
1498 1494
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PRASA sub-fund
31 wiarch 2048 31 Kiarch 2048

(R'milion) {R'milan)

Active members 45 41

Pensioners 425 397

Contribution reserve 2 1
Solvency reserve

- Actives 3 3

- Pensioners 34 29

Pension increase reserve® 101 83

Total liaoll'tias 810 554

* Reserve allowing for the potential impact cn the financial position of granting pension increases in line with the pension

increase policies of the SAA and PRASA sub-funds.

Active members
Pensioners
Contribution reserve
Solvency reserve

- Actives

- Pensioners
Total liahilittes

Value of assets

8.4 For valuation purposes, the value of the assets is RS 163 miflion.

Contribution reserve

Transnei sub-furd
31 Miarch 2018 31 March 2019

{R'miilion) (R'miition)
450 336

2389 2284

20 9

25 i7

133 122

3047 2768

8.5 The contribution reserve as at the valuation date is determined as the difference between the required
contribution rate under the Attained Age Method and the actual contribution rate paid to the fund, multiplied by

the present value of all expected future salaries.

6.8 The values of the contribution reserves for the fund and sub-funds as at the valuation date are:

U'million

SAA
PRASA
Transnet
‘rotal
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Value of solvency reserve

6.7 | recommend the trustees maintain a solvency reserve to afford protection against investment and mortality risk.
This reserve is calculated as the difference between the fund's liabilities on the valuation basis and the liabilities

on the solvency basis.

6.8 The recommended soivency reserves for the fund and sub-funds as at the valuation date amount to:

R'million
SAA 87
PRASA 32
Transnet 138
Total 258

Pansion increase reserve

6.9 The pension increase policy of the SAA sub-fund targets pension increases which would result in a post-
retirement net discount rate of 5.5%.

6.10  The pension increase policy of the PRASA sub-fund targets pension increases of 75% of the increase in CPi.

6.11 Should these pension increases be granted in future, the value of liabilities will increase significantly. |, therefore,
in terms of the rules of the fund, recommend a reserve be held equal to the increase in liabilittes of R244 million.

Funding levei

6.12 Comparing the value of the assets with the past service liabilities produces the following results:

Totzl fund
31 ifarch 2018 31 March 201¢

{R'mfillon) {R'miilion)
Market value of assets 9 311 g 163
Value of accrued liabilities 4 607 4 201
Surpius/(Deiicit) Hefore conilingoncy reserves 47C4 4 872
Contribution reserve 42 23
Pension increase reserve” 194 244
Solvency reserve 282 258
Surplus/(Deficit) 4188 4 347
Funding level i81.7% 480.3%
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6.13 Comparing the value of the assets with the past service liabiiities for the various sub-funds produced the
following results:

SAA sub-fund
31 March 2018 31 March 2019

(R"milllon) (Fnililon)
Market value of assets 2037 1649
Value of accrued iiabilities 1208 1233
Surplus/{Deficit} befors contingency reserves 738 716
Contribution reserve 20 13
Pension increase reserve* 93 161
Solvency reserve 87 a7
Surplus/{Deficit) 339 458
Funding level 136.0% 130.5

PRASA sub-fund

31 Wiarch 2018

31 iserch 2049¢

{F'miliion) {(R'raltilorn)
Market value of assets 1275 1261
Value of accrued liabilities 470 438
Surplus/{Defick) before coniingency reserves 805 823
Contribution reserve 2 1
Pension increase reserve* 101 83
Salvency reserve 37 32
Surplus/{Deficit} 365 77
Funding level 200.0% 227.3%

* Reserve allowing far the potenttal impact on the financial position of granting pension increases in line with the pension

increase policies of the SAA and PRASA sub-funds.

Transnet sub-fund
31 ldarch 2018 31 iiarch 2018
{R'miliion) {R'miitlon)
Market value of assets 5999 58583
Value of accrued lizbilities 2839 2620
Surplus/(Deficit} hefore contingency reserves 3150 3333
Contribution reserve 20 8
Solvency reserve 158 138
Surnlus/{Deficit) 2982 3185
Funding lavel 198.8% 215.1%
ALEXANDER
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6.14 The fund's and all the sub-funds’' assets exceed their accrued liabilities. As at the valuation date | am ahbie to
confirm that the fund and sub-funds are financially sound.

Required future contribution rate

6.15 The required future contribution rate to meet the costs of benefits accruing after the valuation date, per category
of membership in the fund, is as follows:

% of Pensionchbie Szisries
Transpori Pension Fund
Al members  Fooiplste Flight Deck Other

Current contributions

- Members® 8.007% 8.500% 11.000% 7.500%
- Employer 11.025% 11.025% 11.025% 11.025%
19.032% 19.525% 22.025% 18.525%

Required contribution rate

- Future service (based on Rules) 23.566% 27.458% 31.835% 22.057%
- Addition for benefit improvements 1.402% 0.547% 4.023% 1.006%
- Contribution reserve subsidy -5,.037% -8.480% -13,933% -4.538%

18.032% 19.525% 22.025% 18.525%

* Average contribution of all members of the Transport Pension Fund

6.16 The required future contribution rates to meet the costs of benefits accruing after the valuation date, per category
of membership in the various sub-funds, are as follows:

% of Pensiorabie Saiaries
Sk sub-fund
Al memiers Fiight Dack Other
Current contributions
- Members 8.856% 11.000% 7.500%
- Employer 11.025% 11.025% 11.025%
19.881% 22.025% 18.525%
Required contrioution rate
- Future service (based on Rules} 25.853% 31.935% 22.004%
- Addition for benefit improvements 3.511% 4.023% 3.187%
- Contribution reserve subsidy -9.483% -13.933% -6.667%
19.881% 22.025% 18.525%
ALEXANDER @gﬁg
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% of Pensionable Salaries
PR£SA sub-fund
All members Footolaie Other

Current contributions

- Members 7.572% 8.500% 7.500%

- Employer 11.025% 11.025% 11.025%
18.597% 19.525% 18.525%

Required contribution rate

- Future service (based on Rules) 22.779% 20.284% 22.276%

- Addition for benefit improvements 3.976% 5.467% 3.861%

- Contribution reserve subslidy -8.158% -15.227% -7.612%
18.5987% 19.525% 18.525%

% of Fensionable Salaries

Trarsret sub-fusd
All members Footpiate Other

Current contributions
- Members 7.546% 8.500% 7.500%
- Empiaoyer 11.025% 11.025 11.025%

18.671% 19.525% 18.525%
Required contribution rate
- Future service (based on Rules) 92.200% 27.255% 22 061%
- Addition for benefit improvements 0.000% 0.000% 0.000%
- Contribution reserve subsidy -3.728% -1.730% -3.536%

18.571% 198.525% 18.525%

Commen: in terms of AP 205

6.17  Whilst the value of the fiablliies is based an best estimate assumptions, where relevant, and the solvency and other
contingency reserves established by the trustees on my advice allow for some fluctuations in asset values and / or
unexpected changes in liabilities, there is no guarantee that these reserves will prove sufficient in practice.
Conversely, it is possible that the reserves may prove to be more than sufficient.

6.18 I the reserves prove to be insufficient, management action will be required to rectify the position. The uncertainty
of the adequacy or otherwise of the reserves held is unavoidable and the actual outcome can only be determined
when the fund ceases to have any further abilities.
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71 The market valug of assets as at the valuation date is RS 163 million compared to the accrued liabilities of
R4 281 million.

7.2 The actuarial valuation of the Transport Pension Fund and associated sub-funds revealed the following:

SAA PRASK Transnet Totat

{R'miliion) {R'million) {R'million) {R'million)
Assets 1849 1261 5953 9163
Accrued liabilities 1233 438 2620 4 201
Contribution reserve 13 1 9 23
Salvency reserve a7 32 139 258
Pension increase reserve 161 83 . 244
Surplus 455 707 34E5 4 347
tunding level 130.5% 227.5% 215.71% 1$0.3%

7.3 The fungd’s and sub-funds’ assets exceed their accrued liabilities. As at the valuation date | am able to confirm
that the fund and sub-funds are financially sound.

7.4 1 am satisfied with the appropriateness of the matching of the fund's assets and liabilities (see section 4.10).

"-\

;.

A R Pienaar

Fellow of the Actuarial Society of South Africa
and the Fellow of the Institute of Actuaries

in my capacity as the valuator of the fund

and as an employee of

Alexander Forbes Financial Services (Pty} Lid

For the purposes of professional regulation the primary professional regulator of the signatories to this report is the Actuarial Society of
South Africa.

August 2019
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A summary of the main benefits is given below. Full details are contained in the registered rules of the fund.

The Rules provide for special benefits on specific contingencies for particular categories of members These have not
been summarised here. Only the generic benefits have been shown.

Contributions

iwember Contributions
Members contribute a percentage of their pensionable salary to the fund, depending on their membership category, as
set out below:

Niambeiship Cetegory %, of Penslonebie Salsies

11.0% up to age 53 years, reducing by 0.2% per year to 10.4% at age

Flight Deck Personnel 58, then 10% from age 57 onwards
Footplate Personnel 8.5%

QOther Personnel 7.5%

Eraployers' Contributions
The employers currently contribute to the fund at a rate of 11.025% of pensionable salaries in respect of all members.
in addition, the employers cover the administration expenses of the fund.

Definitions

Average Pensionable Salary
This is the average pensionable salary of the member in the last year of pensionable service.

Retirement Dates
Eor the different categories of membership, the minimum and normal retirement dates are the month in which the
following age is attained:

Ratirement Age rs
{4emberskip Category i Age (years) - |
Ainimum Hforma
Flight Deck Personnel 50 63
Footplate Personnel 56 58
Cther Personnel 60 63

Pensionable Service

This is the completed service in years, months and days since joining the fund, during which contributions were received.
Pensionable service includes any perlods of linking, antedated and casual service for which contributions were made,
as defined in the rules of the fund, as well as any unpaid ieave for which the member elected to contribute.
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Accrual Fector

For the different categories of membership, the Accrual Factor is determined as follows as at the minimum and normal
retirement dates:

Iy . Retirement Fge (vears)
Mamberehip Category . _
Minimum ilormal
Flight Deck Personnel 1/50% 1/41%
Footplate Personnel 1/55th 1/4gt
Other Personnel 1/60th 1/64th
Cratulty Factor

For the different categories of membership, the Gratuity Factor is determined as follows (irrespective of the date of
retirement):

Kembership Catagory Gratuity fecior
Flight Deck Personnel 14.50
Footplate Personnel 13.50
Qther Personnel 12.00

Retiremean? Beneilts

A member is entitied to the following benefits on attaining the minimum retirement age:
An annual pension equal to:
Average Pensionable Salary x Pensionable Service x Accrual Factor (1)
Plus
A gratulty equal to:
1/3% x {1) % Gratuity Factor

The rules do not permit late retirement after the attainment of the age limit.
ili-heakh Retirement

A member who retires due to ill-health is entitied to his actuarial value.
Death In Service Benefits

On the death of an active member, the following benefits are payable:

an annual dependants’ pension equal to 70% of the annuat pension that the member would have been entitled to
had he retired at the date of death, but with Pensionable Service increased by the period from the date of death
until the normal retirement date; plus

the gratuity that the member would have been entitled to had he retired at the date of death hut with Pensionable
Service subject to a minimum of 10 years.
Where the member dies before reaching the minimum retirement date, the Accruat Factor as at the minimum retirement
date applies for the above calculations.

If the member has no dependants, the benefit on voluntary resignation is paid to the nominees or estate.
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Deaih In Retirement

On the death of a pensioner, a dependants’ pension equal to 70% of the deceased pensioner's pension at the date of
death is payable.

Where the pensioner dies before attaining the normal retirement date, the dependants’ pension is increased by the
following ratio:

(Pensionable Service plus the period from the date of death to the normal retirement date)
Divided by
(Pensionable Service)

Pension increases

The fund's rules provide for a guaranteed pension increase of 2% per annum which is implemented on the
commencement anniversary of the pension.

The fund's rules makes allowance for discreticnary pension increases in addition to the guaranteed 2% per annum.

The pension increase policy of the PRASA sub-fund targets pension increases of 75% of the increase in CPl. The
pension increase policy of the SAA sub-fund targets pension increases that can be afforded based on investment retums
over and above a post-retirement net discount rate of 5.5%. For the sake of actuarial prudence this has been included

as part of the fund's contingency reserves.

The Transnet sub-fund's rules makes allowance for the payment of bonus pensions in addition to the guaranteed 2%
per annum pengion increase.

Resignation Benefits

On resignation, the fund grants members their actuarial value.

ALEXANDER
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Active members

Total furd

Aciive 31 wiarch 2018 24
Adjustment* 8
Revised 252
Exits (44)
- Death {4)
- li-health (1)
- Withdrawals (3)
- Retirement (30)
- Transfers out (6)
Activa 31 liarch 2019 208

* The adjustment figure is made up of members who were excluded from the previous vaiuation data, but are in the current valuation
data (either as an active member or an exit) as well as members who were In the previous valuation data but are not in the current
valuation data or exit data.

Pensioners
TOTAL

Total fund
Pensioners 31 wiarch 2018 5506
Adjustment =
Reviged 5 806
New pensioners 126
Exits {256}
Pensioners 31 ilarch 2019 52373

FORMER ACTIVE WMEMBERS

Total fund
Pensioners 31 kiarch 2018 2955
Adjustment -
Revised 2 655
New pensioners 28
Exits (136)
Pensloners 31 March 2019 2 847

ALEXANDER RS,
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Dependants
SPOUSES
Total fund
Pensioners 31 viarch 2018 2354
Adjustment -
Revised 2354
New pensioners 97
Exits (55)
Pensioners 31 Harch 2019 2 326
CHI_DREM
Toial fund
Pensioners 31 iviarch 2018 197
Adjustment =
Revised 197
New pensioners 1
Exits {(65)
Pensionars 31 arch 2018 133
ALEXANDER ; "f’k
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Active members

Age
Band

0-24
25-29
30-34
35-39
40 - 44
45-49
50 - 54
55-59

60+

Total

fge
Bend
0-24
25-29
30-34
35-39
40 -44
45-49
50 - 54
55 - 59
60+
Total

ifumber

Murmaer

R S O L

Toials
Salary

-
-

379 382
3761007
4 659 379

12711310
22 796 693
28 917 928
73 225399

Totsls

Salary
(6]

232 863
1 042 428
1 437 508
939 261
1 508 562
601 005
5762627

WALES

Accrued
Liablkty
(R}

1376 120
15 409 139
20 551 194
87 412 707

200 386 539
309 168 738
834 314 437

FEMALES

Focreed
Llak!lity
®)

83z 672
4063 752
7 517 850
5502 710

11 076 888
5580 834
34 574 9086

= g F

788
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Average per member
Accrued
Salary Liability
(R) ()] Service
379 382 1376120 19.83
470 126 1926 142 21.96
423 580 1868 290 23.23
438 321 3014 231 20,18
356 198 313119086 34.04
375 558 4015178 38.06
385 398 3338 497 3d.02
Averege par mem:ber
fccrued
Saisry I.iability
(R) R) Service

232 863 832 672 18.92
347 476 1351 251 20.42
359 377 1879 488 26.02
234 815 1375678 28.71
377 391 2 769 222 32.81
300 503 2 795 467 38.58
320 146 1920 828 28.19
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Pensioners
FORMMER ACTIVE MEMBERS
ifales Femzies
Totel Average Totai Average
Aanual Annugi Annual Annuel
Age Pension Pension Pension Pension
Band Numbs: (R) (R Humbar (R) {R)
0-54 28 1 256 352 44 870 30 636 30636
55 - 59 61 4 901 220 80 348 7 442 008 63 144
60 - 64 257 41 842 416 162 811 893 052 89228
65 -69 706 114 283 692 161 875 19 2 420 352 127 387
70-74 1049 136 260 828 129 905 20 2 537 592 126 880
75-79 614 37 061 988 60 362 19 990 180 52 115
80 - 84 55 3118196 56 713 1 53 652 53 652
85+ 1 16 812 16 812 - -
Total AT 338 751 504 22 24¢€ 76 7 367 472 93 640
Dependants
SPOUSES
ilales Femaies
Totai Average Tota! Average
Annusl Annuei Annual Annual
Ago Pension Pension Parsion Pension
Bend Mumber R ) Murnber {R) {R)
0-54 351 10 747 908 30 621
55-508 172 238 57 412 380 11 626 832 30 597
60 -64 130 680 65 340 468 15 544 176 33143
65 - 69 - - - 627 20382 144 32507
70-74 5 236 628 47 326 368 12 101 148 32884
75-79 1 36 228 35228 155 4 423 932 28 541
80-84 - - 26 533 280 20 511
85+ - - - g 140 544 16 616
Totel 11 575 772 52 343 2385 75 509 064 3% 360
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R

Age
Band

0-4
5-9
10- 14
15-18
20+
Tote!

sion “und as at 31 warch 2018

idumber

17
37
13
70

ivales

Tota!
Annual
Pension

R)

50 100
174 264
275 880
111 024
611 238

CHILDREN

Average
Annug!
Pension
(®)
16 700
10 251
7 456
8 540
8732

8ok o-

t 790

Fage 31
Femalas
Total Average
Annual Annuzl
Pansion Pension
®

9 576 9 576

136 788 15 198

299 052 6797

87 600 9733

533 016 8 431
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The valuation at 31 March 2019 disclosed a surplus in assets of approximately R4 347 million after taking into account
the recommended reserves. The previous valuation at 31 March 2018 showed a surplus of some R4 186 million on the
market value of assets

The factors that led to a change of approximately R161 million have been analysed according to source and the results
of this analysis are given in the table that follows:

ftem R’million
Valuztion Surplus/(Deficit) as a% 31 Miarch 2018 4 186
Interest on valuation surplus/{deficit) 360
Investment retumn (350)
Salary/Earnings experience {7)
Pensicn increases (37)
Expense deficit (3)
Ad hoc bonuses (96)
Change in actuarial reserve 7
Change of basis 265
Other income 1
Miscellanecus 21
VYziuation Suipiusl{Teficit) as at 31 March 2018 4 347

The individual items are discussed in the following paragraphs.

Interest on veluation surplus/(deficit)
Interest at the previous period's assumed vaiuation rate on the previous surplus produced a profit of R360 million over
the inter-valuation period.

investment return

The internal rate of return achieved within the fund (approximately 6.1%) was lower than that anticipated on the previous
valuation basis of 8.62% for active members and an effective 8.82% for pensioners. This resulted in an investmant
strain of R350 miliion over the inter-vaiuvation period.

Salary/Earnings experience

The increase in salafies over the year {(approximately 8.15%) was higher than that anticipated on the previcus valuation
basis of 7.20% and an allowance for meritincreases. This resulted in a salary strain of R7 million over the inter-valuation
period.

Beanslon increases
The overall increase in pensions over the year (approximately 2.95%) was higher than that anticipated on the previous
valuation basis of 2%. This resulted in a pension strain of R37 million over the inter-valuation period.

ALEXANDER NE
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Expense deficit

Over the valuation period expenses were incurred which related to actuarial fees, audit fees and trading and consuiting
fees, as per the financial statements of the fund. All other expenses were met by the employers. This resulted in an
expense strain of R3 million.

Ad hoc bonuses
During the inter-valuation period ad hoc bonus pensions were paid ta pensioners of the fund. This resulted in a strain of
R96 million.

Change In actuarial reserve
The change in the actuarial reserve was higher than that assumed on the previous valuation basis of 8.62%. This
resulted in a profit of R7 million.

Change of basis

in the previous valuation & discount rate of 8.62% was assumed for active members, with annual salary increases based
on a general percentage increase of 7.20% per annum and a merit scale. For pensioners the yield curve was used to
discount future cashflows. These assumptions have since been updated. A discount rate of 8.57% is now assumed for
active members, while annual salary increases are based on a general percentage increase of 7.04% and a merit scale.
For pensioners, the yield curve has been updated. This change in basis, along with the subsequent change in solvency
reserves, has resulted in a profft of R265 million,

Oiher income
A tax credit related to the class action against the fund was realised during the valuation period relating to the previous

period. This resulted in a profit of R1 million over the inter-valuation period.

iiiscellanecus
There was a miscellaneous profit of R21 million arising from various sources, none of which are individually significant.

# v, A B B = bt o
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Age iierit Increase Agea Herk increase
20 13.5% 43 2.3%
21 12.6% 44 2.1%
22 11.7% 45 1.9%
23 10.8% 46 1.7%
24 8.9% 47 1.5%
25 9.0% 48 1.5%
26 8.3% 49 1.65%
27 7.6% 50 1.5%
28 6.9% 51 1.5%
29 6.2% 52 1.5%
30 5.5% 53 1.5%
3 5.0% 54 1.5%
32 4.5% 55 1.5%
33 4.3% 56 1.5%
34 4.1% 57 1.5%
35 3.9% 58 1.5%
36 3.7% 59 1.5%
37 3.5% 60 1.5%
38 3.3% 61 1.5%
39 31% 62 1.5%
40 2.9% 63 1.5%
41 2.7% 64 1.5%
42 2.5% 65 1.5%

ALEXANDER Q@b /



1794
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Pre Ret Mcrislity il Healtk Post Ret iioriality
fige Male Fernale ilale Female ilaie Femaie
25 0.23% 0.23% 0.06% - 0.93% 0.31%
26 0.22% 0.22% 0.08% - 0.98% 0.32%
27 0.21% 0.21% 0.10% . 1.03% 0.34%
28 0.21% 0.21% 0.12% 0.01% 1.08% 0.35%
29 0.21% 0.21% 0.14% 0.02% 1.13% 0.37%
a0 0.20% 0.20% 0.18% 0.03% 1.17% 0.39%
31 0.21% 0.21% 0.18% 0.04% 1.22% 0.41%
32 0.21% 0.21% 0.20% 0.05% 1.27% 0.42%
33 0.21% 0.21% 0.24% 0.06% 1.32% 0.44%
34 0.22% 0.22% 0.28% 0.08% 1.37% 0.46%
35 0.23% 0.23% 0.32% 0.09% 1.42% 0.48%
36 0.23% 0.23% 0.36% 0.11% 1.46% 0.50%
37 0.24% 0.24% 0.40% 0.12% 1.51% 0.52%
38 0.26% 0.26% 0.46% 0.14% 1.56% 0.54%
39 0.27% 0.27% 0.52% 0.15% 1.61% 0.56%
40 0.28% 0.28% 0.58% 0.17% 1.66% 0.58%
41 0.29% 0.29% 0.64% 0.18% 1.71% 0.60%
42 0.31% 0.31% 0.70% 0.20% 1.75% 0.63%
43 0.33% 0.33% 0.76% 0.28% 1.80% 0.65%
44 0.35% 0.35% 0.82% 0.36% 1.85% 0.67%
45 0.37% 0.37% 0.88% 0.44% 1.90% 0.69%
48 0.39% 0.39% 0.94% 0.52% 1.85% 0.72%
47 0.42% 0.42% 1.00% 0.60% 1.99% 0.74%
48 0.45% 0.45% 1.20% 0.74% 2.04% 0.77%
48 0.48% 0.48% 1.40% 0.88% 2.08% 0.79%
50 0.52% 0.52% 1.60% 1.02% 2.14% 0.82%
51 0.56% 0.56% 1.80% 1.16% 2.19% 0.85%
52 0.80% 0.60% 2.00% 1.30% 2.24% 0.87%
53 0.64% 0.64% 2.20% 1.46% 2.28% 0.90%
54 0.59% 0.69% 2.40% 1.62% 2.33% 0.93%
55 0.74% 0.74% 2.60% 1.78% 2.38% 0.97%
56 0.79% 0.79% 2.80% 1.94% 2.43% 1.02%
57 0.85% 0.85% 3.00% 2.10% 2.48% 1.068%
58 0.81% 0.91% 3.20% 2.28% 2.52% 1.11%
59 0.88% 0.98% 3.40% 2.46% 2.57% 1.156%
60 1.05% 1.05% 3.60% 2.64% 2.62% 1.23%
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61 1.13% 1.13% 3.80% 2.82% 2.67% 1.32%
62 1.21% 1.21% 4.00% 3.00% 2.72% 1.40%
83 1.30% 1.30% 4.20% 3.18% 2.77% 1.49%
64 1.39% 1.39% 4.40% 3.36% 2.81% 1.57%
65 1.49% 1.49% - - 2.86% 1.72%
66 1.60% 1.60% - 3.10% 1.87%
67 1.71% 1.71% - - 3.35% 2.02%
68 1.83% 1.83% 3.59% 2.17%
69 1.95% 1.95% - - 3.83% 2.32%
70 2.07% 2.07% - 4.20% 2.590%
71 - - 4.57% 2.87%
72 - - - 4.95% 3.14%
73 - 5.32% 3.42%
74 - - 5.69% 3.69%
75 - - - 6.38% 4,18%
A % AR ) - =
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Present value of liabiiities

1. The present value of the actuarial liabilities of the fund as at the current and previous valuation dates were as
follows:
31 ilarch 2018 31 Karch 2019
(R'mittlon) (*'miition)

Active members 450 336
~ Past service Nability 450 336
Pensioners 2 388 2284
- Pensioners 2389 2284
Contingency reserves 178 148
- Solvency reserve

- Actives 25 17

- Pensioners 133 122
- Contributicn reserve 20 8
Total Liebiiles 3017 2768

Summary of resulis

2. Comparing the value of the fund's assets with the total past service fiabilities shows the following results;

31 Miarch 2018 31 March 2019

(A'miillon) {(R'miilion)
Market value of assets 5989 5953
Value of accrued liabilities 2 839 2620
Sumlusi(Deficit) before coniingency reserves 3160 3333
Contribution reserve 20 g
Solvency reserve 158 139
Surnius/({Deficit) 2982 3 185
Fundirg ievel 198.8% 215.1%
Conclusion
3 F confirm that, based on the information available, the fund was in a sound financial condition as at the valuation

date, i.e. the assets of the Transport Pension Fund: Transnet sub-fund exceeded the fund's actuarial liabilities
and recommended contingency reserves as at the valuation date.

ALEXANDERF 55 2y
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| am pleased to present to the trustees of the Transport Pension Fund: Transnet sub-fund ("the fund") this actuarial
valuation as at 31 March 2018 (“the valuation date”). This report sels out the results of the actuarial valuation of the fund
as at the valuation date and includes an analysis of the financial progress of the fund since 31 March 2018 (“the previoys
valuation date"}. The period between the previous valuation date and the current valuation date Is referred to hersinafter
as the valuation period.

Registrailon and operation

1.1 The Transnet Pension Fund is a defined benefit pension fund established in terms of the Transnet Pension
Fund Act 62 of 1990 (the “Act”). The fund has been closed to new members since 1 December 2000. The
Transnet Pension Fund Amendment Act, promulgated in the second half of 2007, changed the name of the fund
with effect from 11 Navember 2005 to the Transport Pension Fund.

1.2 The Transnet Pension Fund Amendment Act restructured the Transport Pensicn Fund into a multi-employer
pension fund. From the date this Act came into effect, all existing members, pensioners, dependent pensioners,
liabilities, assets, rights and obligations of the Transport Pension Fund are attributable to a sub-fund, with
Transnet as the principal employer.

1.3 The amended rules of the fund established a sub-fund in the name of South African Airways (Pty) Ltd (“SAA")
from 1 April 2008. A further sub-fund in the name of the Passenger Rail Agency of South Africa ("PRASA") was
established with effect from 1 May 2006. The third sub-fund currently in existence is the Transnet sub-fund
(“Transnet”).

Chjectives

1.4 This actuarial valuation has been carried out as at the valuation date with the fallowing objectives:

to assess the financial soundness of the fund, by comparing the value of liabilities accrued to the
valuation date with the value of the assets held as at that date;

to investigate and report on aciual experience of the fund since the pravious valuation:
to review the assumptions used in fight of actual experience and industry developments;
to assess the necessity for, and quantum of, any contingency reserves;

to assess the sultabillty of the assets in relation to the liabilities of the fund; and

ta meet statutory requirements,
Yzluation data

1.5 In compilling this report, | have relied upon the accuracy and completeness of information made available to me
by the administrators, Momentum Retirement Administrators, and external parties. Except where expressly
stated in the report, | have not independently verified the accuracy of the facts or the basis of the information
supplied to me.

1.6 The results of the valuation depend on the accuracy of:
the membership data;
the information on the assets, as supplied by the relevant sources; and

the draft audited financial statements for the valuation period. ’ ! l"_ e F

ALEXANDER -
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1.7

Reasonabllity checks have been performed on the above and | am satisfied with the genera! accuracy and
completeness of the data provided and with its suitability for purposes of this actuarial valuation. Further
infarmation regarding the reasonability checks performed is set out in section 3.

Capaclty, brief and professional guidance

1.8

18

1.13

1.14

1.16

This report has been prepared by Alexander Forbes Financial Services (Pty) Ltd (“Afexander Forbes”} solely for
the benefit of trustees of the Transport Pansion Fund and the Minister of Public Enterprises, and is prepared in
accordance with the instructions given by the trustees of the fund. The frustees are charged by the Transnet
Pension Fund Act 62 of 1980 (‘the Act") to investigate the financial condition of the fund and report thereon ta
the Minister of Public Enterprises.

In terms of General Rule 3.14.3 of the fund, the fund shall be valued by the Actuary at intervals not exceeding
three years, to determine whether the fund is in a position to pay the benefits provided for in the Rules. The
current practice is to perform annual actuarial valuations of the fund. The trustees appointed Alexander Forbes
Financial Services to perform this valuation.

The previous valuation of the fund was camied out as at the previous valuation date by Alexander Forbes
Financial Services and, at that date, the fund was in a sound financial position.

Throughout this report any values that have been determined are, except where otherwise stated, in accordance
with our view of the most probable future experience. Our specific assumptions and other reliances and
limitations are documented in the following sections and supporting appendices. These sections and
appendices are an integral part of this report.

This report complies with the relevant Guidance Notes of the UK Actuarial Profession and the relevant
Professional Guidance Notes of the Actuarial Society of South Africa.

Alexander Forbes does not accept any liability to any persons, other than the trustees, in connection with this
report or its reiated enqguiries. | accept no liability in respect of any matter outside the scope and limitations of
this report and purpose for which it Is prepared.

This report may not be disclosed and / or relied upon in whole or in part to / by any persan other than the trustees
or quoted in any other context without prior written consent. Any person, cther than the trustees to whom this
report is addressed, who receives a draft or copy of this report (or any part of it) or discusses it {or any part of
it} or any related matter with me or any third party, does so on the basis that they acknowledge the source of
this report and accept that they may not rely on it for any purpose whatsoaver and that | owe a duty of care only
to the trustees. Any portion of this repart, if reproduced or transmitted, must include a reference to the fuli report
and to this clause.

This report has been prepared as at the valuation date and covers the valuation period given above. Unless
specifically stated to the contrary, it does not take into account any events subsequent to the valuation date.

ALEXANDER/
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Pension increases
2.1 Pensions in course of payment are increased by 2% per annum in terms of the rules of the Transnet sub-fund.
Bonus pensions

22 The rules of the fund allow for bonus pensions to be paid, subject to an assessment of affardability by the fund
and its actuaries, and the approval of the employer,

23 A bonus payment equal to 10% of annual pensions was granted to all pensioners of the fund in April 2018 and
we made allowance for this in the previous valuation by adjusting the value of assets. Bonus payments equal
to 15% of annual pensions were granted to ail pensioners of the fund in October 2018 as well as in December
2018.

Rule amendments

2.4 There were no rule amendments during the valuation period that could impact on the financial condition of the
fund.

#£dministration and aciuarial services
25 The fund was administered by Momentum Retirement Administrators during the valuation period.

26 Alexander Forbes are the appointed actuaries to the fund,

ALEXANDER
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3.1 -The valuation of the fund at the valuation date was based on the membership detailed below. A complete data

requirement specification for the fund was prepared by Alexander Forbes Financial Services and discussions
were held with the administrators to assist in ensuring the data requirements were met.

3.2 Further statistics, including a reconciliation of the current membership with that present at the previous valuation,
are provided in appendix 2 and appendix 3.

3.3 The following tables summarise the data:

Transnet sub-fund Totel fund
Actlve mambers 31 March 2018 31 March 2019 31 March 2018
Number of contributing members 168 137 208
Total annual pensionable salary (R'000) 51733 43 442 78 889
Average annual pensionable salary (R) 307 €35 317 085 379 755
Average age (salary weighted) 55.7 55.7 56.4
Average service (salary weighted) 34.9 348 34.8

Transnet sub-fund Total fund
Pensioners 31 Wiarch 2018 31 ifiarch 2018 31 iiarch 2018
Number of pensioners 4 3186 4214 5376
Total annual pension (R'000) 250 848 267 984 423 348
Average annual pension (R) 60 206 63 504 78 748
Average age (pension weightad) 67.9 68.7 68.7

Data chacks

3.4 The foliowing paragraphs set out the data received for the valuation and the reasonability and other checks
performed on this data.

35 Electronic dats was supplied in respect of the following groups:
Pensioners;
Active members; and

Exits.

3.6 The results of the valuation are dependent on the accuracy and completeness of the data supplied. Any
significant changes to the data would result in potentially significant changes in the valuation results.

(\ih}”k,
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Chaclks performec

37

3.8

3.9

3.10

A recongiliation of the vaiuation data with the financial statements has been attempted and a number of
reasonability tests to verify the correctness of the data have been performed.

For each of the above categories of membership checks have been dene for missing dates of birth, dates of
commencement of pension, gender and pension amounts. Checks have also been carried out to ensure that
there are no duplicate records contained within a particular group and that no members appear in more than
one greup.
The following reasonability checks have been performed for active members:

Date feasibility;

Dates are in logical order;

Ages are in reasonable ranges;

Annual pensionabie salaries are in reasonable ranges;

Consistency of salary weighted age and service over the valuation period,;

Annual pensionable salary increases are reasonable,

The following reasonability checks have been performed for pensioners:
Date feasibility,
Dates are in logical order;
Ages are in reasonable ranges;
Period on pension is in reasonable range;
Annual pensions are in reasonable ranges;
Consistency of average age and pension weighted average age cver the valuation period;
Annual pension increases are reasonable;

The annual pensions paid, as shown In the financial statements, seem in line with the average pension
from the data.

Data supplied and data concerns

3.1

3.12

After performing the data checks described above, a number of queries were sent to Momentum Retirement
Administrators where omissions or inconsistencies in the data were identified. The responses received from
the administrators resuited in the records of some members and pensioners being elther updated or deleted.

Given the checks performed on the data and the responses to the queries raised, the data on which the valuation
has been based appears to be reasonable for the purposes of this valuation.

ALEXANDER® )
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4.1 This section sets out the value placed upon the fund's assets. [n order to ensure consistency with the actuarial
value placed on the fiabilities of the fund, which foliow a market value basis approach as set out in the following
section of this report, we have used the market value of assets as reported in the annual financial statements.

investment strategy

42 The fund has a detailed investment strategy document and the trustees and fund’s administrators undertake
regular checks to ensure that the fund's asset compoesition complies with the investment guidelines set out in
the investment strategy document.

Revenue siateient

4.3 A consolidated revenue and expenditure account for the period 1 April 2018 te 31 March 2019 was provided
based on draft financial statements.

4.4 A summary of the revenue and expenditure account for the total fund is as follows:

‘Trensnet sub-fund Total fund
R'000 R'000 R'a00
Fund as at 1 April 2018 5998 540 9310 7M
Revenue and apareciation 345 664 448 463
Contributions received and accrued 9293
Net investment income 335 109
Other income (Lumpsum & Annuities written back} 12862
Expenditure {390 823} (595 636)
Administration expenses (1 139)
Benefit payments (including Aprli 2018 bonus) (380 753}
Transfers out {8 931)
Fund as at 31 ierch 2018 5 £53 381 g 133 568
N,Uf#\.
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Fund assets

4.5 The composition of the fund’s assets at market value as reported in the annual financial statements produced
by the fund's administrators is set out in the following table:

Higriiet Value Allocation
R'000 %
Foreign
Cash and deposits 38 980 0.56
Debt instruments 2 861 0.04
Foreign listed equities 1282 438 18.41
Listed property shares 1188 0.02
Collective investment schemes 2061 0.03
Local
Cash and deposits 545 911 7.84
Debt instruments 2 881 896 41.38
Equities (listed, unlisted, private) 1415614 20.32
Listed property shares 386 290 555
Commeodities 6 3562 0.09
Private equity funds 21425 0.31
Collective investment schemes 380 030 5.45
Total investments 6935016 100.0
Plus: Current assets 71011
Less: Current liabilities (1017 109)
Less: Non-current liabilities {4 402)
Less: Actuarial reserves (61 128)
Toial aazets for vaiuelion purposes 5953 384

* A provision af R3 543 000 has been inciuded to cater for expected future payments in respect of class actions against
the fund.

Valuation of assets

4.8 For purposes of this actuarial valuation, the assels have been taken into account at 100% of fair {or market)
value and no investment margin has been set aside. Therefore, the assets of the fund have been taken into
account at RS 953 million as at the valuation date. This is consistent with asset valuation methodology applied
to the valuation of the fund’s liabilities.

Fund returns

47 The assets of the fund eamed approximately 6.1% per annum during the valuation period, as provided by the
fund’s asset consultants. This investment retum is net of investment management fees.

4.8 This return should be considered in the context of the 8.62% per annum assumed for active members and the
effective 8.62% per annum assumed for pensioners in the previous actuarial valustion report. \ﬂlj"
[ .
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Approprizteness of assels

49 In May 2018 the trustees agreed to a revised asset strategy to better match the assets to the nature of the fund’s

liabilities. The new strategic asset aliocations Is as follows:

Local equities

Local cash and alternatives
Cash flow matching

Local property

Local credit

Global equities

4.10

Ailocation
%
220

5.0
40.0
8.0
3.0
22.0
500.0

| am satisfied with the appropriateness of the matching of the fund's assets and liabilities,

ALEXANDER
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The valuation has been conducted on the basis of the benefils and other provisions of the rules of the fund as at the
valuation date.

Yaluation method

5.1 The fund has been closed to new members since 1 December 2000. The actuarial valuations of the fund carried
out since 31 March 2001 have therefore been carried out using a valuation method known as the Attained Age
Method. This method allows for the fact that the fund will effectively age over time as the current membership
increases in age.

Accrued liabilities

52 The accrued liability for active members is derived as the present value of their expected future benefit
entitlements based on service up to the valuation date and projected salaries to the date of benefit entitlement,
using specific actuarial assumptions for the future financial and demographic experience of the fund.

5.3 The accrued liability for pensioners is calculated as the present value of their expected future pension payments
using specific actuarial assumptions for the future financial angd demographic experience of the fund. Provision
is made for the future pension increases of 2% per annum, as specified in the rules of the fund.

Future service contribution rate

5.4 Under the Attained Age Method, the present value of benefits that will accrue to active members in respect of
ali future service following the valuation date, Is calculated and converted into a contribution rate by dividing this
by the present value of projected salaries for all members over the same period. This gives the required future
service contribution rate before allowing for any subsidy from the contribution raserve.

55 There is no future service contribution rate in respect of pensioners.

Contribution reserve

5.6 The Attained Age Method of funding calculates a future service contribution rate, which, if paid throughout a
member's working lifetime, is expected ta fund the member's final benefit at retirement. The true cost of benefit
accrual is, however, an increasing function of age and therefore, under the Attained Age Method, more is paid
into the fund in the initial years than is required to meet the value of the benefit aceruing in those early years.

The excess contributions in the initial years build up as areserve, the contribution reserve.

57 In later years, this reserve is utilised when the Attained Age Method contribution rate is lower than the value of
benefits accruing. This ensures a stabie contribution rate, if all other valuation assumptions are met.

58 The recommended balance in the contribution reserve as at the valuation date is determined as the difference
between the required contribution rate under the Attained Age Method and the actual contribution rate paid to
the fund, multiplied by the present value of af! expected future salaries.

Risl berefits

5.9 The death and ill-health benefits provided by the fund are currently self-insured within the fund and the valuation
method and assumptions fully provide for the expectad costs of these benefits.
2 fzn §
(I
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Expenses

510 The employer pays the fund’s administration expenses directly and no allowance for administration expenses
has been made in the valuation.

511 Investment expenses and taxes are aliowed for implicitly by assuming that they are offset against investment
proceeds. The valuation interest rate used in this report is therefore assumed to be net of investment fees and
taxes.

Assets

512 We have used the market value of assets for valuation purposes.

Principal actuarizl assumptions

5.13 In setting the assumptions 1o be used for estimating the liabilities of the fund, current actuarial principles and
the Alexander Forbes best practice “house view" have been followed.

5.14  Current practice is for these assumptions to be “best estimate” assumptions. Therefore, no deiiberate margins
for conservatism would be included in the assumptions; and the assumptions would generally be motivated by

reference to the experience of the fund, statistical evidence and yields on government or corporate bonds.

515 In addition, the assumptions should be reasonable both independently and combined. The assumptions used
to value the liabilities must be consistent with those used to value the assets.

516 The actuarial assumptions used in the valuation of the liabilities are detailed below:

Active mombers

Grass discouni rate

5.17 The gross discount rate is determined with regard to the yield on 10 year Government bonds on the valuation
date, reflecting the average duration of the liabilities. This implies a gross discount rate of 8.57%. The previous

year's gross discount rate was set at 8.62%.

518 No provision for asset management fees has been made since the out performance over the benchmark
produced by active asset management should exceed the asset management fee.

inflation

518  Afuture Inflation assumption has been estimated by subtracting the yield on 10 year inflaticn-linked bonds from
a similar duration fixed coupon bond yield.

520 Expected inflation as at the valuation date is therefore set at 6.04% p.a. (1.0857 / 1.0333 - 1), compared to
6.20% at the last valuation.

il
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Salsry increases

521 |tis assumed that salaries will increase atan average rate of 1% in excess of inflation, due to general productivity
improvements in the economy. We have therefore allowed for general salary increases at the rate of 7.04%
p.a. (compared to 7.20% at the last valuation). In addition, in the absence of a fund-specific salary increase
scale, there is an allowance for merit salary increments based on the Alexander Forbes Best Estimate salary
increase scale. An extract from the scale is shown below, while the complete salary increase scale can be
found in appendix 5.

Age Merit Increase
30 55%
40 2.9%
50 1.5%
60 1.5%
65 1.5%
Pansioners
ield curve

522 The gross discount rates are determined with regard to the all bond yield curve on the valuation date. | believe
an appropriate matched investment strategy for the fund would reflect an asset profile of primarily bond
investments, | have therefore used the yield curve as the discount rate, as implied by the efficient market
hypothesis. The graph below compares the yields as at 31 March 2018 and 31 March 2018:

Yield curve
12%
10%
8%

6%

Yield (%)

4%
2%

0%
0 2 4 € 8 10 12 14 16 18 20 22 24 28 28 30

31 March 2018 Duration
31 March 2019

523 The expected future cashflows at each duration have been discounted using the yield impiied by the yield curve
at each specific duration.

5.24 The average discount rate which produces equivalent results is 9.44% p.a. compared to the single discount rate
of 8.58% in the previous valuation. Y
qu
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525 No provision for asset management fees has been made, since the out-performance over the benchmark

produced by active asset management should exceed the asset management fee.

Pension increases

5.26

Pensions in course of payment are increased by 2% per annum in terms of the rules of the fund.

Demographic assumptions

527 The demagraphic assumptions have been retained from the previous valuation, since at this point we do not
have sufficient demographic history for the fund to warrant a change in these assumptions. We propose that a
mortality investigation be undertaken at a future date so that we may verify the appropriateness of the
demographic assumptions applied.

528 The fund specific Transnet Pre- and Post-retirement Mortality Tables have besn adopted to represent the
expected mortality of all members. The full mortality table is available in appendix 6, while an extract is shown
below.

Fre Ret Mociality M Health Post Ret Hortallly
Age iiale Farnale iale Femala Mieie Ferzlo

36 0.23% 0.23% 0.32% 0.08% 1.42% 0.48%
40 0.28% 0.28% 0.58% 0.17% 1.66% 0.68%
45 0.37% 0.37% 0.88% 0.44% 1.90% 0.69%
50 0.52% 0.52% 1.60% 1.02% 2.14% 0.82%
55 0.74% 0.74% 2.60% 1.76% 2,38% 0.97%
60 1.05% 1.05% 3.60% 2.64% 2.62% 1.23%
65 1.49% 1.49% - - 2.86% 1.72%
70 2.07% 2.07% . - 4.20% 2.50%
75 . - . - 6.39% 4.18%

#iarriage assumation

529 Itis assumed that 80% of members and pensioners are married. Also, it is assumed that a male is, on average,

4 years older than his spouse. This is in line with the Alexander Farbes Best Estimate assumption for marriage,
used where fund-specific marriage statistics are not readily available.

ALEXANDER
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Solvancy reserve basis

5.30 1 have determined the level of the solvency reserve using the discontinuance matched approach as set out in

Circular PF 117, issued by the Financial Service Board. PF 117 states that the combination of the liabilities

“calculated on a best estimate basis, together with the solvency reserve, “will result in the reporting of actuarial
surplus on a basis consistent with international practice”.

5.31  Although this fund is not subject to the Pension Funds Act (PFA) and Financia! Services Conduct Authority
(FSCA) circulars, the circular is considered appropriate for this fund and is in line with general actuarial practice
as applied by actuaries in South Africa.

532  The assumptions that differ from my best estimate valuation assumptions are:

Gross discount rate (actives): 9.20% (this is again the yield on 10 year fixed interest gilts adjusted for the
reasonable cost of implementing and maintaining an investment strategy of partially matching such assets
to the liabilities of the fund, i.e. 0.375%).

Gross discount rates (pensioners): This is the yield curve, as discussed In section 5.22, but adjusted for
the reasonable cost of maintaining an investment strategy of matching such assets to the liabilities of the
fund (0.5% for unmatched), but taking into account the current matching and associated reduced risks
{0.25% for matched).

Post-retirement mortality: The fund specific mortality tables were again rated down by 1 year to allow for
possible future mortality improvements.

ALEXANDER
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8.1 In order to determine the level of solvency of the fund, it is necessary to compare the total assets of the fund with
the total liabilites. The fund is solvent when the value of the assets exceeds the value of the liabilities, i.e. a funding
level of 100% or greater. The funding level is the ratio of the value of the assets to the value of the liabilities of the

fund at the valuation date.

Veiue of liabilities

6.2 The present value of the actuarial liabilities of the fund In respect of members as at the valuation date is as

follows:

Active members
Pensicners
Contribution reserve
Sclvency reserve

- Actives

- Pensioners
Pension increase reserve*

‘Total liabliitlos

Transnet sub-Tund
31 Wevek 2018
{R'mililon)

31 [Sarch 2099
(R'miiitor:)
336
2284
9

17
122

27868

Totzl fund
31 idarch 2042

{R’miilion
669
3622

23

37
221
244

4813

* Reserve allowing for the potential impact on the financlal position of granting pension increases in line with the pension

increase policies of the SAA and PRASA sub-funds.

Value of assets

6.3 For valuation purposes, the value of the assets is RS 953 million.

Contribution reserve

6.4 The contribution reserve as at the valuation date is determined as the difference between the required
contribution rate under the Attained Age Method and the actual centribution rate paid to the fund, multiplied by
the present value of all expected future salaries. The value of the contribution reserve as at the valuation date

is RS million.
Value of solvency ieserve
6.5 | recommend the trustees maintain a solvency reserve to afford protection against investment and mortality risk.

This reserve is calculated as the difference between the fund’s liabifities on the valuation basis and the liabilities

on the solvency basis.

6.6 The total recommended solvency reserve as at the valuation date amounts to R139 miilion.

ALEXANDER
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Funding level

67 Comparing the value of the assets with the past service liabilities produces the following results:

Transnat sub-fund Total fund
31 ilarch 2058 31 llarch 2018 31 MNiarch 201¢

{(R'meillion) {R'miiiion) {{¥miliion)

Market value of assets 5999 5853 9163
Value of accrued liabilities 2 838 2 620 4 291
f;?ri‘is;(oeﬁcﬂ) befora coniingency 3160 3333 4872
Contribution reserve 20 9 23
Pension increase resarve* - = 244
Solvency reserve 158 138 258
Surplus/Defick) 2982 3185 4 387
Funding leve! 198.8% 215.1% 180.3%

* Reserve aflowing for the potential impact on the financial position of granting pension increases in line with the pension
increase policies of the SAA and PRASA sub-funds.

6.8 The fund's assets exceed its accrued liabilities. As at the valuation date | am able to confirm that the fund is
financially sound.

Required future contribution rate

6.9 The required future contribution rate to meet the costs of benefits accruing after the valuation date, per category
of membership in the fund, is as follows:

% of Perisionahle Sziaries
Trensnet sub-fund
All members Footniate Cther

Current contributions
- Members 7.546% 8.500% 7.500%
- Employer 11.025% 11.025% 11.025%

18.571% 19.525% 18.525%
Required contribution rate
- Future service (based on Rules) 22.290% 27.255% 22 061%
- Addition for benefit improvements 0.000% 0.000% 0.000%
- Contribution reserve subsidy -3.728% -7.730% -3.536%

18.571% 19.525% 18.525%
{LU;L“’\/
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6.10 Far comparison, the required future contribution rate to meet the costs of benefits accruing after the vaiuation
date, per category of membership in the Transport Pension Fund, is as follows:

%, of Pansicnebie Salsries

‘Transpori Pension Fund

Al'membeis  Footplate Flight Deck Qiver

Current contributions

- Members* 8.007% 8.500% 11.000% 7.500%

- Employer 11,025% 11.025% 11.025% 11.0256%
19.032% 19.525% 22.025% 18.525%

Required contributlon rate

- Future service (based on Rules) 23.566% 27.458% 31.935% 22.057%

- Addition for benefit improvements 1.402% 0.547% 4.023% 1.006%

- Contribution reserve subsidy -6.937% -B5.480% -13.933% ~4.538%
16.032% 19.525% 22.025% 18.525%

* Average contribution of all members of the Transport Pension Fund
Commeni in terms of AFH 205

6.11 Whilst the value of the liabilities is based on best estimate assumptions, where relevant, and the solvency and other
contingency reserves established by the trustees on my advice allow for some fluctuations in asset values and / or
unexpected changes in fiabilities, there is no guarantee that these reserves will prove sufficient in practice.
Conversely, it is possible that the reserves may prove to be more than sufficient.

8.12 If the reserves prove to be insufficient, management action will be required to rectify the position. The uncertainty
of the adeguacy or otherwise of the reserves held is unavoidable and the actual outcome can only be determined
when the fund ceases to have any further liabilities.

(\i{l.’i&'!\,_
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7.1 The market value of assets as at the valuation date is R5 953 million compared to the accrued liablliies of
R2 620 million.

72 The actuarial valuation of the Transport Pension Fund: Transnet sub-fund revealed a surplus of R3 185 million
after allowing for a contribution reserve of R9 million and a solvency reserve of R138 million, with a funding level

of 215.1% as at the valuation date.

7.3 The fund's assets exceed its accrued liabilities. As at the valuation date | am able to confirm that the fund is
financially sound.

7.4 1 am satisfied with the appropriateness of the matching of the fund's assets and liabilities (see section 4.10).

f‘h}(‘\{\ﬁ' ‘

{' A

AR Plenaar

Fellow of the Actuarial Society of South Africa
and the Fellow of the Institute of Actuaries

in my capacity as the valuator of the fund

and as an employee of

Alexander Forbes Financial Services (Pty) Ltd

For the purposes of professional regulation the primary professional regutator of the signatories to this report is the Actua rial Soclety of
South Africa.

August 2012

ALEXANDER
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A summary of the main benefits is given below. Full details are contained in the registered rules of the fund.

The Rules provide for special benefits on specific contingencies for particular categories of members. These have not
been summarised here. Only the generic benefits have been shown.

Contributions
iwiember Contributions

Members contribute a percentage of their pensionable salary to the fund, depending on their membership category, as
set out below:

Hiermbaership Criegory % of Perslonabie Szlaries
Footplate Personnel 8.5%
Other Personnel 7.5%

Employer Contributions
The employer currently contributes to the fund at a rate of 11.025% of pensionable salaries in respect of all members.
In addition, the employer covers the administration expenses of the fund.

Definitions

Average Penslonable Salary
This is the average pensionable salary of the member in the tast year of pensionable service,

Retirement Dates
For the different categories of membership, the minimum and normal retirement dates are the month in which the
following age is attzined:

ek Ratiremant Age (vearg)
rlemoarshin Category "
#iinimum Normal
Footplate Personnel 55 58
Other Personnel 60 63

Pensionable Service

This is the completed service in years, months and days since joining the fund, during which contributions were received.
Pensionable service includes any pericds of linking, antedated and casual service for which contributions were made,
as defined in the rules of the fund, as well as any unpaid leave for which the member elected to contribute.
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Accrual Factor
For the different categories of membership, the Accrual Factor is determined as foliows as at the minimum and normal
retirement dates:

i Retirament Age {y2ars)
KMemberchip Category ]
Minmum Homal
Footplate Personnel 1/55th 1/49th
Qther Personnel 1/60" 1/54th
Gratuity Factor

For the different categories of membership, the Gratuity Factor is determined as follows (irrespective of the date of
retirement):

tlembership Calegory Graiuity factor
Footplate Personnel 13.50
Other Personnel 12.00
Retivernent 3enerits

A member is entitled to the following benefits on attaining the minimum retirement age:
An annusal pension equal to:
Average Pensionable Salary x Pensionable Service x Accrual Factor {1)
Plus
A gratuity equal to:
1/37 x (1} x Gratuify Factor

The rules do not permit ate retirement after the attainment of the age limit.
Bi-health Retirement

A member who retires due to ill-health is entitled to their actuarial valua.

Deatir In Service Bensfits

On the death of an active member, the following benefits are payable:

an annual dependants’ pension equal to 70% of the annual pension that the member would have been entitled to
had they retired at the date of death, but with Pensionable Service increased by the period from the date of death
untii the normal retirement date; plus

the gratuity that the member would have been entitled to had they retired at the date of death but with Pensionable
Service subject to a minimum of 10 years.
Where the member dies before reaching the minimum retirement date, the Accrual Factor as at the minimum retirement
date applies for the above calculations.

If the member has no dependants, the benefit on voluntary resignation is paid to the nominees or estate.

Y
{\i*“l,fm
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Death in Retirement

On the death of a pensioner, a dependants' pension equal to 70% of the deceased pensioner’s pension at the date of
death is payable.

Where the pensioner dies before attaining the normal retirement date, the dependants’ pension is increased by the
following ratio:

{Pensionable Service plus the period from the date of death to the normal retirement date)
Divided by
(Pensionable Service)

Penslon increases

The fund's rules provide for a2 guaranteed pension increase of 2% per annum which is implemented on the
commencement anniversary of the pension.

The fund makes allowance for the payment of bonus pensions in addition to the guaranteed 2% per annum pension
increase.

Resignaztion Benefiis

On resignation, the fund grants members their actuarial value.

.

&
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Active members

Transnet sub-fund Total fund
Active 31 Liarch 2018 158 244
Adjustment 2 g
Revised 176 252
Exits (33) (44)
- Death {3) {4)
- li-health (1) (1)
- Withdrawals {2} (3)
~ Retirement (23) {30)
- Transfers out (4) (6)
Active 31 Ierck 2019 137 208

Pensioners
TOTAL

‘iransnet sub-fund Total fund
Pensiorers 31 iiarch 2018 4 316 5 506
Adjustment - -
Revised 4 316 5 506
New pensioners 99 126
Exits (201) {258)
Pensioners 31 March 2019 & 244 5375

FORMER ACTIVE MEMBERS

Tranenet sub-fu=nd Total furd
Pensioners 31 riarch 2018 2250 2955
Adjustment - -
Revised 2250 2955
New pensicners 23 28
Exits {100) {136)
Pensioners 31 iarch 2019 2173 2847

w
i

.
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Dependants
SPOUSES
Transnet sub-furd Total fund
Pensioners 31 tiarch 20148 1903 2 354
Adjustment = -
Revised 1903 2 354
New pensioners 75 a7
Exits {46) (55)
Persloners 31 March 2078 1932 2395
CHILDRE®
Transnet sub-fund Totel fund
Pensioners 31 Karch 2018 163 197
Adjustment = =
Revised 163 197
New pensioners 1 1
Exits {55) (65)
Pensioners 31 ljarch 2019 109 133
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Actlve members

Age
Band

0-24
25-29
30-34
36-38
40 - 44
45-49
50 - 54
55 - 50

60+

Total

Aga
Band
0-24

25-29
30-34
35-39
40 - 44
45 - 49
50-54
55- 59
60+
Total

dumber

18
49
49
130

Mumber

—

~ N -

Totals

Salary
(R)

378 382

3 187 5561
3327 418
6 151 304
13812736
14 508 612
41 077 083

Totalg

Szlary

(R}

809 565
430 555
164 285
359 159
601 005
2 364 542

821

“Fage 2¢
HMALES
Average per member
Accruec Accrued
Liebility Salary Llability
(R) (R} R) Service
1376120 379 382 1376120 19.83
13 321 150 532 925 2220 192 22.58
15174 532 475 345 2167 790 24.43
40 012 926 341 744 2222 940 30.62
108 930 681 275770 2 243 483 35.52
140 916 168 296 094 2875840 39.89
320 731 587 315 9078 2 487 166 35.18
FEIMALES
Average per merber
Accrued Accrued
Liabllity Sclary Liability
(R (R) ) Servica

3220472 404 783 1614736 2117
2 532 659 430 555 2 532 650 30.00
1308 769 164 265 1 308 769 37.50
2 437 408 359 159 2 437 408 30.92
5§ 590 934 300 503 2 795 467 38.58
15 099 242 337 763 2157 035 31.13

(WA _
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Pansioners
FORWMER ACTIVE ME#BERS
walas remaizs
Totzl Average Tota! Average
Annusl Annus! Annual Annual
Age Pension Perslon Pension Pension
Band Humber R (R) Humber {R) R
0-54 21 749 892 35709 - -
55 - 59 47 3911184 83217 368 664 73733
60 - 64 199 25232 438 126 796 653 520 130 704
65 - 69 544 68 404 560 125 744 10 1243 824 124 382
70-74 787 75231 852 95 593 12 936 204 78017
75-79 490 29 189 208 59 570 15 743 484 49 566
BO -84 37 2524 092 68 219 1 53 652 53 652
85+ - - - -
Total 2125 205 243 224 98 585 48 3 999 348 83 320
Dependants
SPOUSES
ilalas Females
Total Avercge Total Averag?
£nnuel Annuei Arrual Anauzl
Age Pension Penglon Pension Per:sion
Band Humber (R) R ltumber {R) {R)
0-54 - - 272 7 456 572 27 414
55-59 1 25 044 25044 299 8516 280 28 483
60 - 64 1 23 976 23976 380 11 864 504 31486
65-69 - - - 511 15 086 388 29 523
70-74 5 236 628 47 326 304 10033 992 33007
75-79 - - 128 3 805 592 30512
80 -84 - 22 436 740 19 852
85+ - - 2] 149 544 16 616
Totai 7 285 648 40 807 1825 57 542 612 29896

ALEXANDER:

Y

o

>



Ago
Band

0-4
5-9
10 - 14
15-19
20+
Tota!

Mumber

15
34

o

Actue-ial veluation of the Transpeori Pension Fund: Transnet sub-iund as a. 31 iwarch 2019

et g

wialas
Total
Annuel
Pension
R)
24 648
111 812
262 140
65 604
464 304

CHILDRE:

Average
Annuel
Pension
(R)
12324
7 461
7710
8201
7 870

Mumber

33

ALEXANDER!
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2019 Page 28
Femeles
Total Average
Annual dnnual
Pension Pension
R R

9 576 9576

134 568 16 821

210 204 6 370

84 552 10 569

438 800 87r8

-
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The valuation at 31 March 2019 disclosed a surplus in assets of approximately R3 185 million after taking into account
the recommended reserves. The previous valuation at 31 March 2018 showed a surplus of some R2 982 million on the
market value of assets.

The factors that led to a change of approximately R202 million have been analysed according to source and the results
of this analysis are given in the table that follows:

tem R'million
Valuztior: Surplus/{Deficit) as at 31 iviarch 2018 2982
interest on valuation surplus/{deficit) 257
Investment return (166)
Salary/Eamnings experience 2
Expense deficit {1)
Ad hoc bonuses (83)
Change in actuarial reserve 5
Change of basis 201
Other income 1
Miscellaneous (13)
Veluation Surplus/{Deficii) zs 2t 31 #iarch 2018 3185

The individual items are discussed in the following paragraphs.

Interest on valuation surplus/(deficit)
Interest at the previous period's assumed valuation rate on the previous surplus produced a profit of R257 million aver
the inter-vaiuation period.

investment return

The internal rate of return achieved within the fund (approximately 6.1%) was fower than that anticipated on the previous
valuation basis of 8.62% for active members and an effective 8.62% for pensioners. This resulted in an investment
strain of R166 miltion aver the inter-valuation period.

Satary/Earnings experience

The Increase in salaries over the year (approximately 6.61%) was lower than that anticipated on the previous valuation
basis of 7.20% and an alfowance for meritincreases. This resulted in a salary profit of R2 miflion over the inter-valuation
period.

E:pense deficit

Over the valuation period expenses were incurred which related to actuarial fees, audit fees and trading and consuiting
fees, as per the financial statements of the fund. All other expenses were met by the employer. This resulted in an
expense strain of R1 million.

Ad hoc honuses
During the inter-valuation period ad hoc bonus pensions were paid to pensioners of the fund. This resulted in a strain of

R83 million. 1
(W
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P

Change in aciuarial reserve
The change in the actuarial reserve was higher than that assumed on the previous valuation basis of 8.62%. This
resulted in a profit of RS million.

Change of basis

In the previous valuation a discount rate of 8.62% was assumed for active members, with annua! salary increases based
on a general percentage increase of 7.20% per annum and a merit scale. For pensioners the yield curve was used to
discount future cashfiows. These assumptions have since been updated. A discount rate of 9.57% is now assumed for
active members, while annual salary increases are based on & general percentage increase of 7.04% and a merit scals.
For pensioners, the vield curve has been updated. This change in basis, along with the subsequent change in solvency
reserves, has resulted in a profit of R201 million.

Other ‘ncome
A tax credit related to the class action against the fund was realised during the valuation period relating to the previous

period. This resulted in a profit of R1 million over the inter-valuation period.

iMliscelizneous
There was a miscellaneous strain of R13 milfion arising from various sources, none of which are individually significant.

ALEXANDER
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Age [Herit Increase Age erit Incrazse
30 5.50% 48 1.50%
31 5.00% 49 1.50%
32 4.50% 50 1.50%
33 4.30% 51 1.50%
34 4.10% 52 1.50%
35 3.90% 53 1.50%
36 3.70% 54 1.50%
37 3.50% 85 1.50%
38 3.30% 56 1.50%
39 3.10% 57 1.50%
40 2.90% 58 1.50%
41 2.70% 59 1.50%
42 2.50% 60 1.50%
43 2.30% 61 1.50%
44 2.10% 62 1.50%
45 1.80% 63 1.50%
48 1.70% 64 1.50%
47 1.50% 65 1.50%

ALEXANDER!
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fge
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
45
47
48
49
50
51
52
53
54
55
86
&7
58
58
60
61
62
63
64
85

Pra Ret Mostality

iiele
0.20%
0.21%
0.21%
0.21%
0.22%
0.23%
0.23%
0.24%
0.26%
0.27%
0.28%
0.29%
0.31%
0.33%
0.35%
0.37%
0.29%
0.42%
0.45%
0.48%
0.52%
0.56%
0.60%
0.84%
0.69%
0.74%
0.79%
0.85%
0.91%
0.98%
1.05%
1.13%
1.21%
1.30%
1.39%
1.49%

Female
0.20%
0.21%
0.21%
0.21%
0.22%
0.23%
0.23%
0.24%
0.28%
0.27%
0.28%
0.29%
0.31%
0.33%
0.35%
0.37%
0.39%
0.42%
0.45%
0.48%
0.52%
0.56%
0.60%
0.64%
0.69%
0.74%
0.79%
0.85%
0.91%
0.98%
1.05%
1.13%
1.21%
1.30%
1.30%
1.49%

b A i < ekl e

tiele
0.16%
0.18%
0.20%
0.24%
0.28%
0.32%
0.36%
0.40%
0.46%
0.52%
0.58%
0.64%
0.70%
0.76%
0.82%
0.88%
0.94%
1.00%
1.20%
1.40%
1.60%
1.80%
2.00%
2.20%
2.40%
2.60%
2.80%
3.00%
3.20%
3.40%
3.60%
3.80%
4.00%
4.20%
4.40%

i1l Heaith Post Ret fiortelity
Female ilats Female
0.03% 1.17% 0.39%
0.04% 1.22% 0.41%
0.05% 1.27% 0.42%
0.06% 1.32% 0.44%
0.08% 1.37% 0.46%
0.09% 1.42% 0.48%
0.11% 1.46% 0.50%
0.12% 1.51% 0.52%
0.14% 1.56% 0.54%
0.15% 1.61% 0.56%
0.17% 1.66% 0.58%
0.18% 1.71% 0.60%
0.20% 1.75% 0.63%
0.28% 1.80% 0.65%
0.36% 1.85% 0.67%
0.44% 1.90% 0.69%
0.52% 1.95% 0.72%
0.60% 1.99% 0.74%
0.74% 2.04% 0.77%
0.88% 2.09% 0.79%
1.02% 2.14% 0.82%
1.16% 2.18% 0.85%
1.30% 2.24% 0.87%
1.46% 2.28% 0.90%
1.62% 2.33% 0.93%
1.78% 2.38% 0.97%
1.94% 2.43% 1.02%
2.10% 2.48% 1.06%
2.28% 2.52% 1.11%
2.46% 2.57% 1.15%
2.64% 2.62% 1.23%
2.82% 2.67% 1.32%
3.00% 2.72% 1.40%
3.18% 2.77% 1.49%
3.36% 2.81% 1.57%
- 2.86% 1.72%
ALEXANDER
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66
67
68
69
70
71
72
73
74
75

1.60%
1.71%
1.83%
1.85%
2.07%

1.60%
1.71%
1.83%
1.95%
2.07%

3.10%
- 3.35%
- 3.59%

3.83%
- 4.20%
- 4.57%
- 4.95%
- 5.32%

5.80%
- 6.39%

ALEXANDER
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2.02%
2.17%
2.32%
2.59%
2.87%
3.14%
3.42%
3.69%
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Present value of liabilities
1. The present value of the actuarial liabilities of the fund as at the current and previous valuation dates were as
follows:
31 Karch 2018 31 iiarch 2019
{R’million) (R’million)
Active members 54 48
- Past service liability 45 41
- Pension increase reserve® g 7
Pensloners 517 473
- Pensloners 425 397
- Pension increase reserve” 92 76
Contingency reserves 39 33
- Solvency reserve
- Actives 3 3
- Pensioners 34 29
- Contribution reserve 2 1
Total Liabillies 610 554

* Reserve allowing for the potential impact on the financial position of granting pension increases in line with the pension
increase policy of the PRASA sub-fund, which targets pension increases of 75% of CPIL.

Summary of resulis
2. Comparing the value of the fund's assets with the total past service liabilities shows the following results:
31 idarch 201 31 March 2049
{F*miilion) (‘U=nfitlon)

Market value of assets 1275 1261
Value of accrued liabilities 470 438
Surplusi{Deficit) before contingency ressives 805 823
Contribution reserve 2 1
Pension increase raserve 101 83
Solvency reserve 37 32
Surplusi(Deficit) §65 707
Funding level 2C€.0% 2%7.6%

Conclusion

3. t confirm that, based on the information available, the fund was in a sound financial condition as at the valuation

date, i.e. the assets of the Transport Pension Fund: PRASA sub-fund exceeded the fund's actuarial liabilities
and recommended contingency reserves as at the vaiuation date.
(U
5 \
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[ am pleased to present to the trustees of the Transport Pension Fund: PRASA sub-fund (‘the fund") this actuarial
valuation as at 31 March 2019 (“the valuation date”). This report sets out the results of the actuarial valuation of the fund
as at the valuation date and includes an analysis of the financial progress of the fund since 31 March 2018 (“the previous
vaiuation date”). The period between the previous valuation date and the current valuation date is refarred to hereinafter
as the valuation period,

Registration and operation

1.1 The Transnet Pension Fund is a defined benefit pension fund established in terms of the Transnet Pension
Fund Act 62 of 1990 (the “Act”). The fund has been closed to new members since 1 December 2000. The
Transnet Pension Fund Amendment Act, promulgated in the second half of 2007, changed the name of the fund
with effect from 11 November 2005 to the Transport Pension Fund.

1.2 The Transnet Pension Fund Amendment Act restructured the Transport Pension Fund inte a multi-employer
pension fund. From the date this Act came into effect, all existing members, pensioners, dependent pensioners,
liabilities, assets, rights and obligations of the Transport Pension Fund are attributable to a sub-fund, with
Transnet as the principal employer.

1.3 The amended rules of the fund established a sub-fund in the name of South African Airways (Pty) Ltd (“SAA")
from 1 April 2006. A further sub-fund in the name of the Passenger Rail Agency of South Africa ("PRASA"} was
established with effect from 1 May 2006. The third sub-fund currently in existence is the Transnet sub-fund
(“Transnet™).

Objectivas

1.4 This actuarial valuation has been carried out as at the valuation date with the following objectives:

to assess the financial soundness of the fund, by comparing the value of (iabilities accrued to the
valuation date with the value of the assets held as at that date;

to investigate and report on actual experience of the fund since the previous valuation;
to review the assumptions used in light of actual experience and industry develepments;
to assess the necesslty for, and quantum of, any contingency reserves;

to assess the sultability of the assets in relation to the kabiiities of the fund: and

to meet statutory requirements.
Valuation data

1.5 In compiling this report, | have refied upon the accuracy and completeness of information made available to me
by the administrators, Momentum Retirement Administrators, and extemal parties. Except where expressly
stated in the report, { have not independently verified the accuracy of the facts or the basis of the information
supplied to me.

1.6 The results of the valuation depend on the accuracy of:
the membership data;

the information on the assets, as supplied by the relevant sources; and

the draft audited financial statements for the valuation period. i h@
g~
v
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1.7 Reasocnability checks have been performed on the above and | am satisfied with the general accuracy and
completeness of the data provided and with its suitability for purposes of this actuarial valuation. Further
information regarding the reasanability checks performed is set out in section 3.

Capacity, brief and nrofessionzl guidance

1.8 This report has been prepared by Alexander Forbes Financlal Services (Pty) Ltd (“Alexander Forbes®} solely for
the benefit of trustees of the Transport Pension Fund and the Minister of Public Enterprises, and is prepared in
accordance with the instructions given by the frustees of the fund. The trustees are charged by the Transnet
Pension Fund Act 62 of 1990 {'the Act"} to investigate the financial condition of the fund and report thereon to
the Minister of Public Enterprises.

1.8 In terms of General Rule 3.14.3 of the fund, the fund shall be valued by the Actuary at intervais not exceeding
three years, to determine whether the fund is in a position to pay the benefits provided for in the Rules. The
current practice s fo perform annual actuarial valuations of the fund. The trustees appointed Alexander Forbes
Financial Services to perform this valuation.

110 The previous valuation of the fund was carmied out as at the previous valuation date by Alexander Forbes
Financial Services and, at that date, the fund was in a sound financial position.

1.11  Throughout this report any values that have been determined are, except where otherwise stated, in accordance
with our view of the most probable future experience. Our specific assumptions and other reliances and
limitations are documented in the following sections and supporting appendices. These sections and
appendices are an integral part of this report.

1.12  This report complies with the relevant Guidance Notes of the UK Actusrial Profession and the relevant
Professional Guidance Nofes of the Actuarial Society of South Africa.

113  Alexander Forbes does not accept any liability to any persons, cther than the trustees, in connection with this
report or its related enquiries. | accept no liability in respect of any matter outside the scope and limitations of
this report and purpose for which it is prepared.

1.14  This reportmay not be disclosed and / or relied upon in whole or in part to / by any person other than the trustees
or quoted in any other context withaut prior written consent. Any person, other than the trustees to whom this
report is addressed, who receives a draft or copy of this report (or any part of it) or discusses it (or any part of
it} or any related matter with me or any third party, does so on the basis that they acknowledge the source of
this report and accept that they may not rely on it for any purpose whatsoever and that | owe a duty of care anly
to the trustees. Any portion of this report, if reproduced or transmitted, must include a reference to the full report
and to this clause.

1.16  This report has been prepared as at the valuation date and covers the valuation period given above. Uniess
specifically stated to the contrary, It does not take into account any events subsequent to the valuation date.

ALEXANDER
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Pension increasas

2.1 The niles of the fund allow for pension increases above the 2% minimum to be paid from time to time in order
to maintain 100% of purchasing power, and annually to a maximum of 75% of the average CFl in the previous
financial year, subject to an assessment of affordability by the fund and its actuaries, and the approval of the

employer.

2.2 In addition to the 2% granted to each penstoner in terms of the rules of the fund, an additional 1.05% Increase
was granted during the valuation period.

Bonus pensions

2.3 The rules of the fund aliow for bonus pensions to be paid, subject to an assessment of affordability by the fund
and its actuaries, and the approval of the employer.

24 Bonus payments equal to 8.33% of annual pensions (i.e. 2 13th cheque) were granted to all pensioners of the
fund in December 2018.

Rule amendments

25 There were nao rule amendments during the valuation peried that could impact on the financial condition of the
fund.

Administration and sctiarial services
26 The fund was administered by Momentum Retirement Administrators during the valuation period.

2.7 Alexander Forbes are the appointed actuaries to the fund.

ALEXANDER"™ 7
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3.1

. i By

e o

The valuation of the fund at the valuation date was based on the membership detailed below. A complete data
requirement specification for the fund was prepared by Alexander Forbes Financial Services and discussions
were held with the administrators to assist in ensuring the data requirements were mat,

3.2 Further statistics, inciuding a reconciliation of the current membership with that present at the previous vajuation,
are provided in appendix 2 and appendix 3.
33 The foliowing tables summarise the data:
PRASA aub-fund Tot&l find
sActive members 37 Warch 2018 3 iarch 261§ 31 Meich: 2099
Number of contributing members 23 25 208
Total annual pensionable salary (R'000) 5104 5421 78 989
Average annual pensionable salary (R) 221913 216 840 378 755
Average age (salary weighted) 57.8 58.8 56.4
Average service (salary weighted) 35.1 319 34.8
PRASA sub-fund ‘Total kund
Parsionars 31 Wiarch 2018 31 March 2019 31 arch 2049
Number of pensioners 890 865 5376
Total annual pension (R°000} 45 684 46 140 423 348
Average annual pensicn (R} 51330 53 341 78 748
Average age (pension weighted) 67.3 68.2 68.7
Dete checls
34 The foliowing Paragraphs set out the data received for the valuation and the reasonability and other checks
performed on this data.
3.5 Electronic data was suppiied in respect of the following groups:
Pensioners;
Active members; and
Exits,
3.6 The resuits of the valuation are dependent on the accuracy and completeness of the datg supplied. Any

significant changes to the data would resuit in potentially significant changes in the valuation results,

(Vo
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Checlks performed

3.7

3.8

39

3.10

A reconciliation of the valuation data with the financial statements has been attempted and 2 number of

reasonability tests to verify the correctness of the data have been performed.

For each of the above categories of membership checks have been done for missing dates of birth, dates of

commencement of pension, gender and pension amounts. Checks have also been carried out o ensure that
there are no duplicate records contained within a particular group and that no members appear in more than
one group.
The following reascnability checks have been performed for active members:

Date feasibliity;

Dates are in logical order;

Ages are in reasonable ranges;

Annual pensionable salaries are in reasonable ranges;

Consistency of salary welighted age and service over the valuation period:

Annual pensionable salary increases are reasonable.

The following reasonability checks have been performed for pensioners:
Date feasibility;
Dates are in logical order:
Ages are in reasonable ranges;
Period on pension is in reasonabie range;
Annual pensions are in reasonable ranges;
Consistency of average age anc pension weighted average age over the valuation period;
Annual pension increases are reasonable;

The annual pensions paid, as shown in the financial statements, seem in fine with the average pension
from the data.

Data supplied and data concerns

3.11

312

After performing the data checks described above, a number of queries were sent to Momentum Retirement
Administrators where omissions or inconsistencies in the data were identified. The responses received from
the administrators resulted In the records of some members and pensioners being sither updated or deleted.

Given the checks performed on the data and the responses to the queries raised, the data on which the valuation
has been based appears to be reasonable for the purposes of this valuation.

[\l}ﬁ,
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4.1 This section sets out the value placed upon the fund's assets. In order to ensure consistency with the actuarial
value placed on the lizbilities of the fund, which follow a market value basis approach as set out in the following
section of this report, we have used the market value of assets as reported in the annual financial statements.

investment strategy

42 The fund has a detailed investment stratagy document and the trustees and fund's administrators undertake
regular checks to ensure that the fund's asset composition complies with the investment guidelines set out in
the investment strategy document.

Revanue statement

43 A consolidated revenue and expenditure account for the period 1 April 2018 to 31 March 2019 was provided
based on draft financial statements.

4.4 A summary of the revenue and axpenditure account for the total fund is as follows:

PRASA sub-fund Totai fund
R'000 R'000 2’060

Fund as at 1 April 2018 1274 771 9310 771
Revenue and appraciation 38 886 448 463

Contributions received and accrued 1273

Net investment income 37 533

Other income (Lumpsum & Annuities written back) 80
Exnenditure (52771) {555 636)

Administration expenses (1 139)

Benefit payments ({51 632)

Transfers out -
Furd as at 31 liarch 2018 7 260 886 9 153 508

e
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Fund assets

4.5 The composition of the fund's assets at market value as reported in the annual financial statements produced
by the fund's administrators is set out in the following table:

ldariet Value Allocetion
R'000 %

Foreign
Cash and deposits 8081 0.58
Debt instruments 593 0.04
Foreign listed equities 265 856 18.41
Listed property shares 240 0.02
Collective investment scheme 427 0.03

Loca!
Cash and deposits 113170 7.84
Debt instruments 597 432 41.38
Equities (listed, unlisted, private) 203 464 20.32
Listed property shares 80 080 5.55
Commodities 1317 0.08
Private equity funds 4 442 0.31
Collective investment schemes 78782 5.45

Toie! investments 1443 884 100.0

Plus: Current assets 28 154

Less: Current liabilities {200 212}

Less: Nen-current liabilities (4 001)

Less: Actuarial reserves (6 839)

Totzl essets for vaiusilon purposes 1 260 803

* A provision of R4 million has been included to cater for expected future payments in respect of class actions against the
fund.
Valeation of assets

4.6 For purposes of this actuarial valuation, the assets have been taken into account at 100% of fair (or market)
value and no investment margin has been set aside. Therefore the assets of the fund have been taken into
account at R 261 million as at the valuation date. This is consistent with asset valuation methodology applied
to the valuation of the fund's liabilities.

Fund returns

4.7 The assets of the fund earned approximately 6.1% per annum during the valuation periad, as provided by the
fund’s asset consultants. This investment return is net of investment management fees.

4.8 This return should be considered in the context of the 8.62% per annum assumed for active members and the
effective 8.62% per annum assumed for pensioners in the previous actuarial valuation report.
[ \: HVV
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Appropriateness of assets
4.9 In May 2018 the trustees agreed to a revised asset strategy to better match the assets to the nature of the fund’s

liabilities. The new strategic asset allocations Is as follows:

Elioceiion
%
Local equities 22.0
Local cash and alternatives 5.0
Cash flow matching 40.0
Local property 8.0
Local credit 3.0
Global equities 220
500.0

4.10 | am satisfied with the appropriateness of the matching of the fund’s assets and liabilities.
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The valuation has been conducted on the basis of the benefits and other provisions of the rules of the fund as at the
valuation date.

Valuation method

51 The fund has been closed to new members since 1 December 2000. The actuarial valuations of the fund carried
out since 31 March 2001 have therefore been carried out using a valuation method known as the Attained Age
Method. This method allows for the fact that the fund will effectively age over time as the current membership
increases in age.

Accrued iabilities

52 The accrued liability for active members is derived as the present value of their expected future benefit
entilements based on service up to the valuation date and projected salaries to the date of benefit entitlement,
using specific actuarial assumptions for the future financial and demographic experience of the fund.

53 The accrued liability for pensioners is caleulated as the present value of their expected future pension payments
using specific actuariai assumptions for the future financial and demographic experience of the fund. Provision
is made for the future pension increases of 2% per annum, as specified in the rules of the fund.

Future service contribuiion rate

5.4 Under the Attained Age Method, the present value of benefits that will accrue to active members in respect of
all future service following the valuation date, is calculated and converted into a contribution rate by dividing this
by the present value of projected salaries for all members over the same period. This gives the required future
service contribution rate before allowing for any subsidy from the contribution reserve.

5.5 There is no future service contribution rate in respect of pensioners.

Contsibition reserve

56 Tha Attained Age Methed of funding calculates a future service contribution rate, which, if paid throughout a
member's working lifetime, is expected to fund the member's final benefit at retirement. The true cost of benefit
accrual is, however, an increasing function of age and therefore, under the Attained Age Method, more is paid
into the fund in the initial years than is required to meet the value of the benefit accruing in those early years.

The excess contributions in the initial years build up as & reserve, the contribution reserve.

5.7 in later years, this reserve is utilised when the Attained Age Method contribution rate is lower than the vaiue of
benefits accruing. This ensures a stable contribution rate, if all other valuation assumptions are met.

5.8 The recommended balance in the contribution reserve as at the valuation date is determined as the difference
between the required contribution rate under the Attasined Age Method and the actual contribution rate paid to
the fund, multiplied by the present value of all expected future salaries.

Risl benefits

5.9 The death and ill-health benefits provided by the fund are currently self-insured within the fund and the valuation
methed and assumptions fully provide for the expected costs of these benefits.
t e
-
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Expenses

5.10  The employer pays the fund’s administration expenses directly and no allowance for administration expenses
has been made in the vaiuation.

511 Investment expenses and taxes are allowed for implicitly by assuming that they are offset against investment
proceeds. The valuation interest rate used in this report is therefore assumed to be net of investment fees and
{axes.

Assets

5.12  Woe have used the market value of assets for valuation purposes.

Principal actuariai assumptions

5.13  In setting the assumptions to be used for estimating the liabilities of the fund, current actuarial principles and
the Alexander Forbes best practice "house view" have been followed.

5.14  Current practice is for these assumptians to be “best estimate” assumptions. Therefore, no deliberate margins
for conservatism would be included in the assumptions; and the assumptions would generally be motivated by
reference to the experience of the fund, statistical evidence and yields on govemment or corporate bonds.

5.15  In addition, the assumptions should be reasonable both independently and combined. The assumptions used
to value the liabilities must be consistent with those used to value the assets.

5.16  The actuarial assumptions used in the valuation of the liabilltles are detailed below:

Aciive members

Gross discount rate

5.17  The gross discount rate is determined with regard to the yield on 10 year Government bonds on the valuation
date, refiecting the average duration of the fiabilities. This implies a gross discount rate of 8.57%. The previous

year's gross discount rate was set at 8.62%.

518 No provision for asset management fees has been made since the out performance over the benchmark
praduced by active asset management should exceed the asset management fea,

infiation

5.19  Afuture inflation assumption has been estimated by subtracting the yield on 10 year inflation-linked bonds from
a similar duration fixed coupon bond yield.

2.20  Expected inflation as at the valuation date is therefore set at 6.04% p.a. (1.0957 / 1.0333 - 1), compared to
6.20% at the last valuation,

ALEXANDER
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Salzry increases

5.21  ltis assumed that salaries will increase at an average rate of 1% in excess of inflation, due to general productivity
improvements in the economy. We have therefore allowed for general salary increases at the rate of 7.04%
p.a. (compared to 7.20% at the last valuation). In addition, in the absence of a fund-specific salary increass
scale, there is an allowance far merit satary increments based on the Alexander Forbes Best Estimate salary
increase scale. An axtract from the scale is shown below, while the complete salary increase scale can be
found in appendix 5.
fge Wierit increase
40 2.9%
50 1.5%
60 1.5%
65 1.5%
2ensioners
Yield curve
522 The gross discount rates are determined with regard to the all bond yield curve on the valuation date. | believe
an appropriate matched investment strategy for the fund would reflect an asset profile of primarily bond
investments. | have therefore used the vield curve as the discount rate, as implied by the efficient market
hypothesis. The graph below compares the yields as at 31 March 2018 and 31 March 201¢:
Yield curve
12%
10%
—~ 8%
g
o 6%
2
> 4%
2%
0%
g 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30
31 March 2018 Duration
31 March 2018
5.23  The expected future cashflows at each duration have been discounted using the yield implied by the yield curve
at each specific duration.
5.24  The average discount rate which produces equivalent results is 9.44% p.&. compared to the single discount rate

of 8.58% in the previous valuation.
s
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5.26  No provision for asset management fees has been made, since the out-performance over the benchmark
produced by active asset management should exceed the asset management fee.

Pensior: increzses

5.26  Pensions in course of payment are increased by 2% per annum in terms of the rules of the fund and sub-funds. In
addition, a reserve s held to allow for a change in the pension increase target. The allowance made for the fund

targets pension increases of 75% of CP| by using a net discount rate of 4.82% (1.0857 / 1.0453 - 1) to value the
liabilities.

Deraograpiic assumptions

527  The demographic assumptions have been retained from the previous valuation, since at this point we do not
have sufficient demagraphic history for the fund to warrant a change in these assumptions. We propose that a
martality investigation be undertaken at a future date so that we may verify the appropriateness of the
demographic assumptions applied.

5.28  The fund specific Transnet Pre- and Post-retirement Mortality Tables have been adopted to represent the
expected mortality of all members. The full martality table is available in appendix 8, while an extract is shown

below.
Pre Ret Mortality !l Health Fost Rat Moriality
Age lale Femzie Male Female Male Femate
45 0.37% 0.37% 0.88% 0.44% 1.90% 0.69%
50 0.52% 0.52% 1.60% 1.02% 2.14% 0.82%
55 0.74% 0.74% 2.60% 1.78% 2.38% 0.97%
60 1.05% 1.05% 3.60% 2.64% 2.62% 1.23%
65 1.48% 1.48% - - 2.868% 1.72%
70 207% 2.07% - - 4.20% 2.59%
75 - - - - 6.39% 4.18%

ilarriage assumption

528  ltis assumed that 80% of members and pensioners are married. Also, it is assumed that a maie is, on average,
4 years older than his spouse. This is in line with the Alexander Forbes Best Estimate assumption for marriage,
used where fund-specific marriage statistics are not readily availabie.
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Solvency reserve besis

5.30 I have determined the leval of the solvency reserve using the discontinuance matched approach as set out in
Circular PF 117, issued by the Financial Service Board. PF 117 states that the combination of the liabilities
calculated on a best estimate basis, together with the solvency reserve, “will result in the reporting of actuarial
surplus on a basis consistent with international practice”.

3.31  Although this fund is not subject to the Pension Funds Act (PFA) and Financial Services Conduct Authority
(FSCA) circulars, the circular is considered appropriate for this fund and is in line with general actuarial practice
as applied by actuaries in South Africa.

532  The assumptions that differ from my baest estimate valuation assumptions are:

Gross discount rate (actives): 9.20% (this is again the yield on 10 year fixed interest gilts adjusted for the
reasonable cost of implementing and maintaining an investment strategy of partially matching such assets
to the liabilities of the fund, i.e. 0.375%).

Gross discount rates (pensioners): This is the vield curve, as discussed in section 5.22, but adjusted for
the reasonable cost of maintaining an investment strategy of matching such assets to the liabilities of the
fund (0.5% for unmatched), but taking into account the current matching and associated reduced risks
(0.25% for matchead).

Post-retirement mortality: The fund specific mortality tables were again rated down by 1 vear to allow for
possible future mortality improvements.

ALEXANDER " /
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6.1 In order to detemine the level of solvency of the fund, it is necessary to compare the total assets of the fund with
the fotal liabilities. The fund is solvent when the value of the assets exceeds the value of the liabilities, i.e. a funding
level of 100% or greater. The funding level is the ratio of the value of the assets to the value of the liabilities of the
fund at the valuation date.

Value of liabilities

6.2 The present value of the actuarial liabilities of the fund in respect of members as at the valuation date is as

follows:
PRASA sub-fund Total fund
31 March 2018 31 March: 2018 31 March 2018

{(*'mititon) (R'miilior) (R'million

Active members 45 41 669

Pensioners 425 397 3 622

Contribution reserve 2 1 23
Solvency reserve

- Actives 3 3 37

- Pensioners 34 29 221

Pension Increase reserve* 101 83 244

Toia! llabilitles 810 554 4 815

* Reserve allowing for the potential impact on the financial position of granting pension increases in line with the pension
increase poiicies of the SAA and PRASA sub-funds.

Yalue of asse’s

6.3 For valuation purposes, the value of the assets is R1 261 million.

Contribution reserve

6.4 The contribution reserve as at the valuation date is determined as the difference between the required
contribution rate under the Attained Age Method and the actual contribution rate paid to the fund, multiplied by

the present value of all expected future salaries. The value of the contribution reserve as at the valuation date
is Rt million.

Value of sobsency reserve
6.5 | recommend the trustees maintain a solvency reserve to afford protection against investment and mortality risk.
This reserve is calculated as the difference between the fund's liabilities on the valuation basis and the liabilities

on the solvency basis.

6.6 The total recommended solvency reserve as at the valuation date amounts to R32 million.
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Pension !ncrease reserve
6.7 The pension increase policy targets pension increases of 75% of the increase in CPI.

6.8 Should these pension increases be granted in future, the value of liabilities will increase significantly. |
therefore, recommend a reserve be held equal to the Increase in liabilities of R83 million.

Funding leve!

6.9 Comparing the value of the assets with the past service liabilities produces the following results:

PRASA sub-furd Totai fund
31 karch 2018 31 liarch 2048 31 kKarch 2018

(R'miltion) {(R'mitlion) (R'million)

Market value of assets 1275 1261 9 163
Value of accrued liabilities 470 438 4 291
il;l’::rl:::(ae‘ﬁciﬂ bafore conilngaincy 805 823 4872
Contribution reserve 2 1 23
Pension increase reserve® 101 83 244
Solvency reserve a7 32 258
Surnius/{Defici}) 365 707 4 347
Funding level 209.0% 237.5% 1€0.3%

* Reserve allowing for the potential impact on the financial position of granting pension increases in line with the pension
increase policies of the SAA and PRASA sub-funds.

6.10  The fund's assets exceed its accrued liabilities. As at the vaiuation date | am able to confirm that the fund is
financially sound,

Recquired future contrivution rate

6.11  The required future contribution rate to meet the costs of benefits accruing after the valuation date, per category
of membership in the PRASA sub-fund, is as follaws:

Nk
"l
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% of Pensioneble Szlzles

PRASA suh-fund
All members Footnlate Oiher

Current contributions
- Members 7.572% 8.500% 7.500%
- Employer 11.025% 11.025% 11.025%

18.597% 19.525% 18.525%
Reguired contribution rate
- Future service (based on Rules) 22.779% 29.284% 22.276%
- Addition for benefit improvements 3.976% 5.467% 3.861%
- Contribution reserve subsidy -8.158% =15.227% =7.612%

18.597% 19.525% 18.525%

8.12  For comparison, the required future conribution rate to meet the costs of benefits accruing after the valuation
date, per category of membership in the Transport Pension Fund, is as follows:

% of Pensionzable Sclaries
Transport Pension Fund

Allmemders  Fooiplats Flight Zeck Cther
Current contribi:tions
- Members* 8.007% 8.500% 11.000% 7.500%
- Employer 11.025% 11.025% 11.025% 11.025¢
19.032% 18.525% 22.025% 18.525%
Required contribution raie
- Future service (based on Rules) 23.566% 27.458% 31.935% 22.057%
- Addition for benefit improvements 1.402% 0.547% 4.023% 1.006%
- Contribution reserve subsidy -5.937% -8.480% -13.833% -4.538%
19.032% 19.525% 22.025% 18.525%

* Average contribution of all members of the Transport Pension Fund

Commer: ir: terms of APj 205

€.13  Whilst the value of the liabilities is based on best estimate assumptions, where relevant, and the solvency and other
contingency reserves established by the trustees on my advice allow for some fluctuations in asset values and / or
unexpected changes in liabilities, there is no guarantee that these reserves will prove sufficient in practice.
Conversaly, itis possible that the reserves may prove to be more than sufficient.

6.14  If the reserves prove to be insufficient, management action will be required to rectify the position. The uncertainty
of the adequacy or otherwise of the reserves held is unavoidable and the actual outcome can only be determined
when the fund ceases to have any further liabilities.
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7.1 The market value of assets as at the valuation date is R1 261 million compared to the accrued liabilitles of
R438 miflion.

7.2 The actuarial valuation of the Transport Pension Fund: PRASA sub-fund revealed a surplus of R707 million
after allowing for a contribution reserve of R1 million, a solvency reserve of R32 million and a pension increase

reserve of R83 million, with a funding level of 227.6% as at the valuation date.

7.3 The fund's assets exceed Its accrued liabilities. As at the valuation date | am able to confirm that the fund is
financially sound.

7.4 | am satisfied with the appropriateness of the matching of the fund's assets and liabilities (see section 4,10},

™

#£. R Piengar

Fellow of the Actuarial Scciety of South Africa
and the Fellow of the Institute of Actuarles

in my capacity as the valuator of the fund

and as an employee of

Alexander Forbes Financial Services (Pty) Lid

For the purposes of professional regutation the primary professional regulator of the signatories %o this report is the Actuarial Soclety of
South Africa.

August 2019
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A summary of the main benefits is given below. Full details are contained in the registered ruies of the fund.

The Rules provide for special benefits on specific contingencies for particular categories of members. These have not
been summarised here, Only the generic benefits have been shown.

Contributions
Wiember Contributions

Members contribute a percentage of their pensionable salary to the fund, depending on their membership category, as
sat out below:

Eembership Ceiegory % of Pansionable Szlaries
Footplate Personne! 8.5%
Other Personnel 7.5%

Emplover Contributions
The employer currently contributes to the fund at a rate of 11.025% of pensionable salaries in respect of all members.
in addition, the employer cavers the administration expenses of the fund.

Definitions

Average Pensionable Salary
This is the average pensionable saiary of the member in the Iast year of pensionable service.

Retirement Dates
Fer the different categories of membership, the minimum and normal retirement dates are the month in which the
following age is attained:

Retiremert £ YAErS
Mermbership Category — Ade iy ) Normal
Footplate Personnel 55 58
QOther Personnel 60 63

Pensionabie Service

This is the completed service in years, months and days since joining the fund, during which contributions were receivad.
Pensionable service includes any periods of linking, antedated and casual service for which contributions were made,
as defined in the rules of the furid, as well as any unpaid leave for which the member elected to contribute,
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Accrual Factor

For the different categories of membership, the Accrual Factor is determined as foliows as at the minimum and normal
retirement dates:

3 Retirement Age (vears)
Nerzbership Caiegory

Hinimur: Mormal
Footplate Personne} 1/55t 1/4gth
Cther Personnel 1/60t 1/54th

Gretuity Factor

Far the different categories of membership, the Gratuity Factor is determined as follows (irespective of the date of
refirement):

Mambeiehio Catagoiv Creiuity fector
Footplate Personnel 13.50
Other Personnel 12.00
Retiremant Benefiis

A member is entitied to the following benefits on attaining the minimum retirement age:
An annual pension equal to:
Average Pensionable Salary x Pensionable Service x Accrual Factor (1)
Plus
A gratuity equal to:
1/39 x (1) x Gratuity Factor

The rules do not permit [ate retirement after the attainment of the age limit.
lil-health Retirement

A member who retires due to ill-health is entitled to their actuarial value.
Death in Service Benefits

On the death of an active member, the following benefits are payable:

an annual dependants’ pension equal to 70% of the annual pension that the member would have been entitled to
had they retired at the date of death, but with Pensionable Service increased by the period from the date of death
until the normal retirement date; plus

the gratuity that the member would have been entitied to had they retired at the date of death but with Pensicnable
Service subject ta a minimum of 10 years.
Where the member dies before reaching the minimum retirement date, the Accrual Factor as at the minimum retirement

date applies for the above calculations.

If the member has no dependants, the benefit on voluntary resignation is paid to the nominees or estate.

A
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Death in Retirement

On the death of a pensioner, a dependants’ pension equal to 70% of the deceased pensioner's pension at the date of
death is payable.

Where the pensioner dies before attaining the normal retirement date, the dependants’ pension is increased by the
following ratio:

{Pensionable Service plus the period from the date of death to the normal retirement date)
Divided by
(Pensionable Service)

Pension 'rcreases

The fund's ruies provide for a guaranteed pension increase of 2% per annum which is implemented on the
commencement anniversary of the pension.

The fund makes allowance for discretionary pension increases in addition to the guaranteed 2% per annum. The
pension increase policy of the PRASA sub-fund targets pension increases of 75% of the increase in CPI. For the sake
of actuarlal prudence this has been included as part of the fund's contingency reserves.

Resignation Benefits

On resignation, the fund grants members their actuarial vaiue.

ir i
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Active members

Active 31 ijarch 2018
Adjustment*
Revised

Exits

- Death

- li-health

- Withdrawals

- Retirement

- Transfers out

Active 31 Harch 2019

L re

*These members were reinstated following a labour court appeal

Pensloners

Pensioners 31 larch 2018
Adjustment

Revised

New pensichers

Exits

Pensioners 3t March 2019

Pensioners 31 wiarch 2018
Adjustment

Revised

New pensioners

Exits

Pensioners 31 March 2059

852

_ Page 24
PRASA sub-fund Totz! furd
23 244
5 8
28 252
(3) (44)
- (4)
- (1)
- (3)
(3) (30}
(6)
25 208
TOTAL
FRASA sub-fund Toial fund
890 5 506
890 5 506
21 126
(46} (256}
865 b 376
FORMER ACTIVE MEMBERS
PRASA sub-furd Tota; fund
459 2955
459 2 955
2 28
(30) (136)
431 2 847
(b,
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Dependants
SPOUSES
PRASA sub-fund Total fund
Pensioners 31 liarch 2018 £05 2 354
Adjustment - -
Revised 406 2 354
New pensioners 19 o7
Exits (8) (55)
Pensioners 31 March 2019 446 2 386
CHILDREN
PRASA sub-fund Tota! fund
Pensioners 31 March 2018 26 197
Adjustment = =
Revised 26 97
New pensioners - 1
Exits (8) (65)
Persloners 31 March 2042 <8 733
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Actuarial valuation of the Transport Pension Fund: PRASA sub-fund as at 31 March 2019

Active members

Age
Band

0-24
25-29
30-34
35 -39
40 - 44
45 - 49
50 - 54
55 - 59
60+

=

Pensioners

Band

0-54
55- 58
60-64
85 - 69
70-74
75-79
B0 - 84

85+

Tota!

lumber

15
25

siumber

13
28
82
175
105
17

425

Totals

Szlary

(R)

250 841
984 815
963 723
3 182 100
5427278

WMALES

Accrued
Liabllity
®)

808 833
8130 707
6 484 953

25098 623
43 612 579

Average per member

Salary
(R)

290 841
328 272
160 621
212 140
216 851

FORWER ACT!VE MEIMBERS

kigles
Total
arnual
Pension
®)
340 152
923 304
3 340 812
10 572 360
14 429 304
4 290 480
476 460
16812
34 309684

FMerage
Annugl
Pension
(R}

85038

71023

118 315

128 931

82 453

40 862

28 027

16 812

80 947

Humber

W N -

T ———L L4 Tt - M08 . e, B,

Accrued
Lizhility
R

898 833
2710 236
1080 826
1673 202
1624 5019

remalag
Toiai

Annual

Pension

(R)

69 756
216 276
89 112

375 144

854

Service

16.42
32.86
28.63
27.83
28.17

Averege

Annual

Penslon
(=)

69 756
108 138
28704

62 524

A
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Dependants
SPOUSES
weles Femeies
Total Average Totai Average
Anruel Fanual Annua! Annual
Lga Panslon Pansion Penslon Pension
Banrd Humber R) 6] “umber {R) (1324]
0-54 - - 66 2 200 344 33 339
55-508 - - 73 18491186 25 330
60 - 64 1 106 704 106 704 80 2 090 676 28 133
65 - 69 - - 105 2 891 160 27 535
70-74 - - 60 1494 240 24 904
75-79 1 36 228 36 228 26 498 108 19 158
80 - 84 - - - 4 96 540 24 135
85+ - - .
Toial 2 142 €32 71483 £id 11120 184 26 860
CHiLDRENM
iiales Femaies
Totel Averege Totel Average
Anaual Annue! Anncal Annugl
Age Pensior: Pensiorn Pansion Bension
Band Mumber (R) (R} Humber {R) {R)
0-4 - . - -
5-9 1 25 452 25 452 - - -
10- 14 1 2220 2220 1 23220 2220
15-18 2 4 368 2184 8 61 356 7 670
20+ 4 22 284 5571 1 3036 3 036
Total 8 54 324 5 rot 10 66 612 8 661
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The valuation at 31 March 2019 disclosed a surplus in assets of approximately R707 million after taking into account
the recommended reserves. The previous valuation at 31 March 2018 showed a surplus of some R665 million on the
market value of assets,

The factors that led to a change of approximately R42 milion have been analysed according to source and the results
of this analysis are given in the table that follows:

ltern R'million

Valuation Surpius/(Deficit) as at 31 #arch 2018 635
Interest on valuation surplus/(deficit) 57
investment retum (70)
Salary/Eamings experience

Pension increases (5
Expense deficit {1
Ad hoc bonuses (4)
Change in actuarial reserve 1
Change of basis 48
Other income .
Miscellanecus 16
Vealuatlon Surplus/{Deficit) as st 37 iarch 2018 707

The individual items are discussed in the following paragraphs.

Interest on valuation surplus/{defici:)
{nterest at the previous period’s assumed valuation rate on the previous surplus produced a profit of R57 million over
the inter-valuation pericd.

investment return

The internal rate of return achieved within the fund (approximately 6.1%) was lower than that anticipated on the previous
valuation basis of 8.62% for active members and an effective 8.62% for pensioners. This resulted in an investment
strain of R70 million over the inter-valuation period,

Salary/Earnings experience

The increase in salaries over the year (approximately 6.74%) was lower than that anticipated on the previous valuation
basis of 7.20% and an allowance for merit increases. This resulted in a salary profit/strain of nil over the inter-valuation
period.

Pension increases
The increase In pensions over the year (of 3.07%) was higher than that anticipated on the previous valuation basis of
2%. This resuited in a pension strain of R5 million over the inter-valuation period.

Expense deficit
Over the valuation period expenses were incurred which related to actuarial fees, audit fees and trading and consuiting
fees, as per the financial statements of the fund. All other expenses were met by the employer. This resulted in an

expense strain of R1 million. i
iL/E
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Ad hoc bonuses
During the inter-valuation period ad hoc bonus pensions were paid to pensioners of the fund. This resulted in a strain of
R4 million.

Change in actuarial reserve
The change in the actuarial reserve was higher than that assumed on the previous valuation basis of 8.62%. This
resulted in a profit of R1 million.

Char:ge of hasis

In the previous valuation a discount rate of 8.62% was assumed for active members, with annual salary increases based
on a general percentage increase of 7.20% per annum and a merit scale. For pensioners the yield curve was used to
discount future cashflows. These assum ptions have since been updated. A discount rate of 8.57% is now assumed for
active members, while annual salary increases are based on a general percentage Increase of 7.04% and a merit scale.
For pensioners, the yield curve has been updated. This change in basis, along with the subsequent change in solvency
reserves, has resulted in a profit of R48 million.

Other income
A tax credit related to the class action against the fund was realised during the valuation period relating to the previous

periad. This resulted in a profit/strain of nil over the inter-valuation perigd.

wiisceilzneous
There was a miscellaneous profit of R16 million arising from various sources, none of which are tndividually significant.
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5

Pre Ra: licriality 5l iHzalik Post Ret Miortality
Age Male Female Hale Femasie iaje Ferele
45 0.37% 0.37% 0.88% 0.44% 1.90% 0.69%
46 0.39% 0.39% 0.94% 0.52% 1.95% 0.72%
47 0.42% 0.42% 1.00% 0.60% 1.99% 0.74%
48 0.45% 0.45% 1.20% 0.74% 2.04% 0.77%
49 0.48% 0.48% 1.40% 0.88% 2.09% 0.79%
50 0.52% 0.52% 1.60% 1.02% 2.14% 0.82%
51 0.56% 0.56% 1.80% 1.16% 2.19% 0.85%
52 0.60% 0.60% 2.00% 1.30% 2.24% 0.87%
53 0.64% 0.64% 2.20% 1.46% 2.28% 0.90%
54 0.69% 0.69% 2.40% 1.62% 2.33% 0.93%
55 0.74% 0.74% 2.60% 1.78% 2.38% 0.87%
56 0.79% 0.79% 2.80% 1.94% 2.43% 1.02%
57 0.85% 0.85% 3.00% 2.10% 2.48% 1.06%
58 0.81% 0.81% 3.20% 2.28% 2.52% 1.11%
59 0.98% 0.98% 3.40% 2.46% 2.57% 1.15%
60 1.05% 1.05% 3.60% 2.64% 2.62% 1.23%
61 1.13% 1.13% 3.80% 2.82% 2.87% 1.32%
62 1.21% 1.21% 4.00% 3.00% 272% 1.40%
63 1.30% 1.30% 4.20% 3.18% 277% 1.49%
64 1.39% 1.39% 4.40% 3.36% 2.81% 1.57%
65 1.49% 1.49% - - 2.86% 1.72%
66 1.60% 1.60% - - 3.10% 1.87%
67 1.71% 1.71% - - 3.35% 2.02%
68 1.83% 1.83% - - 3.58% 217T%
€9 1.95% 1.95% - - 3.83% 2.32%
70 207% 2.07% - . 4.20% 2.58%
71 - - - - 4.57% 2.87%
72 - - - - 4.85% 3.14%
73 - - - - 5.32% 3.42%
74 - . - - 5.69% 3.69%
75 . - - - 6.39% 4.18%
Ml
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