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IN THE HIGH COURT OF SOUTH AFRICA
(CAUTENC DIVISION, PRETORIA)

CASE NO
In the ex parte application of;
JOHAN PIETER HENDRIK PRETCRIUS First Applicant
MONTANA DAVID KWAPA Second Applicant
TRANSPORTY PENSIONM FUND Third Applicant
TRANSNET SECCND DEFINED BENEFIT FUND Fourth Applicant
TRANSNET SCC LIMITED Fifth Applicant

I, the undersigned,
PETRUS JCHANMES JAKOBUS MARITZ
do hereby make oath and say that:

1. | am the principal officer of the Transport Pension Fund (“TPF"), being the Third
Applicant in this matter, and the principal officer of the Transnet Second Defined
Benefit Fund (“TSDBF"), being the Fourth Applicant in this matter, The TPF and the
TSDBF are collectively referred to as the “Funds” in this affidavit. | am duly authorised
by each of the Funds to depose to this affidavit. This affidavit is a supporting affidavit
to the founding affidavit (the "Founding Affidavit”) deposed to by Wynanda Wilhelmina

Cogtzee on behalf of the First and Second Applicants in this matter. uw;
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2. This affidavit will address the following matters:
2.1. A brief introduction and background in respect of the class action litigation,

including a description of each of the Funds and of each of the claims brought

against the Funds and Transnet SOC Ltd (“Transnet");

2.2. A general summary of the terms of the settlement agreement followed by a
summary of the terms of the settlement agreement as they relate to each of

the Funds and each sub-fund of the TPF;

2.3. The envisaged transfer of assets from the Transnet sub-fund of the TPF to the

TSDBF; and

2.4. The benefits of the settlement agreement to the Funds and their respective

members.

Introduction and background

3. The TPF is a defined benefit retirement fund established in terms of section 2 of the
Transnet Pension Fund Act (the “TPF Act’). The TPF has been closed to new

members since 2000.

4. The TPF comprises three sub-funds, namely:

4.1. The Transnet Sub-Fund of the TPF (“TSF"), established in terms of section 4A

of the TPF Act. The relevant employer company of the TSF is Transnet;

4.2. The SAA Sub-Fund of the TPF (“SAA Sub-Fund"), established in terms of
section 4A of the TPF Act. The relevant employer company of the SAA Sub-

Fund is South African Airways SOC Limited (“SAA™); and
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4.3. The PRASA Sub-Fund of the TPF (“PRASA Sub-Fund"), established in terms
of section 4A of the TPF Act. The relevant employer company of the PRASA
Sub-Fund is the Passenger Rail Agency of South Africa (‘PRASA”").

The TSDBF is a defined benefit retirement fund established in terms of section 14B of
the TPF Act. The TSDBF comprises only pensioners and has no active members. The

relevant employer company of the TSDBF is Transnet.

The TPF and the TSDBF are not governed by or subject to the Pension Funds Act,
1856, but are governed by the TPF Act and their respective rules. Each sub-fund of

the TPF is also subject to its own sub-fund rules.

The TPF and the TSDBF were named as the First and Second Defendant in the class
action litigation brought against them and Transnet by a certified class of plaintiffs (the
“Class”) consisting of every member of the TPF and TSDBF as at the date of
certification of the class action (being 31 July 2014) who did not opt out of the class
action litigation. Only one person, the late Mr Gordon Meiring Thompson, a now-
deceased former member of the TSDBF, exercised the efection to opt out of the class

action litigation,

The Class accordingly comprises ali of the members of the TSDBF (all of which
members are pensioner members or their dependants in receipt of pensions) and all
of the members of the TPF, inciuding all of the members of the TSF, the SAA Sub-
Fund and the PRASA Sub-Fund. Each of the three sub-funds of the TPF includes both
pensioner members and active members and accordingly the class inciudes these
pensioner members and active members. The relevant empioyer companies of the
SAA Sub-Fund and the PRASA Sub-Fund were not named defendants and were not

joined in the action. (\
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9. The First Applicant (Mr Johan Pieter Hendrik Pretorius) is the representative of all of
the members of the TPF who did not elect to opt out of the class action litigation. The
Second Applicant (Mr Montana David Kwapay) is the representative of all the members

of the TSDBF who did not elect to opt out of the class action litigation. Mr Pretorius and

Mr Kwapa are collectively referred to as the “Plaintiffs” in this affidavit.

10.  The Plaintiffs brought three claims against the Funds and Transnet. These claims and
the Funds' response to these claims in the Funds’ pleadings in the class action litigation

are broadly summarised below.
Claim 1

11, The Plaintiffs alleged that the former South African Transport Services ("SATS"), the
New Railways and Harbours Superannuation Fund {the “White Fund") and the
Railways and Harbours Pension Fund for Non-Whites (the "Black Fund”) made a
promise to their employees and members during 1989 that the Funds “would continue

to increase their pensions as before, that is, at a rate of 70% of inflation”.

12. The Plaintiffs alleged that all the employees and pensioners of the SATS, the White
Fund and the Black Fund tacitly accepted the alleged promise and that consequently,

SATS, the White Fund and the Black Fund were bound to keep the alleged promise,

13. The Plaintiffs alleged that the promise was one of the means by which SATS
persuaded its employees to remain in its employ after SATS' conversion to Transnet.
The Plaintiffs alleged that Transnet and the Funds kept the alleged promise until 2002
but broke the alleged promise from 2003 in that they have consistently failed to grant

pension increases beyond the minimum of 2% per year.

14.  The Plaintiffs accordingly sought an order directing Transnet and the Funds to:

{U:aj,,/.,
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14.1. increase the pensions of all the members of the Funds by an annual rate of

not less than 70% of the rate of inflation with effect from 2003; and

14.2. pay arrear increases to the pensioners of the Funds with interest a tempore

morae.

15. The Funds raised five special pleas in relation to Claim 1 and pleaded to the merits of

Claim 1. The five special pleas raised by the Funds are the following:

15.1. The alleged promise would have been inconsistent with the legislative regime
at the time that it was ailegedly made and the terms of the alleged promise are
in any event inconsistent with the legislative regime that has governed each of
the Funds at their establishment and which continues to govem the Funds.

Accordingly:

15.1.1. neither of the Funds could, at its inception, at the date of institution
of the class action litigation, or currently, lawfully give effect to the

alleged promise;

156.1.2.  any contract purporting to oblige either of the Funds, at its inception,
to give effect to the alleged promise would have been unlawful and

void; and

156.1.3. neither the members of the TSDBF nor the TPF could have had a
legitimate expectation that the relevant Fund would give effect to the

alleged promise,

15.2. The alleged conduct of the Funds did not amount to state action (as alleged
by the Plaintiffs}, alternatively the Plaintiffs were not entitied to circumvent the

provisions of the Promotion of Administrative Justice Act, 3 of 2000, further
it
11
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15.4.
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alternatively that the alleged promise had been withdrawn by the Funds and
the amounts that form the subject matter of claim 1 were not due and payable

at the moment that the alleged promise was withdrawn.

The alleged promise could not constitute an unfair labour practice in breach of
section 23(1) of the Constitution (as alleged by the Plaintiffs) on the basis that
neither of the Funds employed the Plaintiffs or any members of the Class.
Furthermore, it is not permissible for the Plaintiffs to seek to rely on a direct
contravention of section 23(1) of the Constitution to found their action in
circumstances where they do not allege that the Labour Relations Act, 66 of

1995, is unconstitutional.

Insofar as claim 1 relates to back pay amounts that were not paid during the
period 2003 to 6 iMiay 2010, the claim has prescribed in terms of section 10

read with section 11 of the Prescription Act, 68 of 1969.

Insofar as claim 1 is made on behalf of persons who, in 1988, were neither
members of the White Fund nor the Black Fund and were neither employees
of Transnet nor SATS, the alleged promise can found no cause of action as
the alieged promise was not made to such “new” members nor do the Plaintiffs

allege that the alleged promise constitutes a stipulatio aiteri in their favour.

In their plea to the merits, the Funds pleaded the pension increases that were

granted to the pensioner members of the TSDBF and each of the TPF's sub-funds

since 2002 and the additional bonus pension amounts that were paid over that

period. Schedules of the pension increases granted to Pensioner members of the

TSDBF and the TPF were attached to the Funds’ plea. These schedules have

been updated to include data available in respect of the period since th?\rjging of
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Claim 2

{ .
the Funds' plea to the present and are attached to this affidavit as Annexure “Sat"
and Annexure “SA2". Over and above the annual increases reflected in
Annexure “S&1" and Annexure “8A42", the TSDBF and the sub-funds of the TPF
paid bonus pension amounts expressed as a percentage of pensions payable. A
schedule of these percentages was attached to the Funds' plea. This schedule has
similarly been updated to include data available in respect of the period since the
filing of the Funds' plea to the present and is aftached to this affidavit as

Annexure "S€43",

In addition, the Funds pleaded in the alternative to their denial of liability under
claim 1 that for the entire period from 1990 to 2013, when claim 1 was first
asserted, the Funds organised their financial affairs without reference to any
liability that would arise from claim 1 and, in summary, that it would be just and
equitable for any order of unconstitutionality to have no retrospective effect but for

pensions only to be increased with prospective effect.

18. In their second claim, the Piaintiffs alleged that:

18.1. the South African Railways & Harbours administration (“SAR&H") and SATS

were obliged to pay into the Funds such amounts as were necessary to

maintain the White Fund and the Black Fund in a sound financial condition;

18.2. Transnet inherited the obligation of the SAR&H and SATS;

18.3. on 1 April 1890, Transnet's debt pursuant to these obligations (the so-called

“Legacy Debt”) was to be determined by the State Actuary in consultation with
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an actuary appointed by the Minister of Public Enterprises and would bear

interest at 12% per annum;

18.4. the State Actuary duly determined the Legacy Debt in consultation with the
actuary appointed by the Minister of Public Enterprises at R16.1806 billion with

interest from 1 April 1990;

18.5. the Funds inherited the right to receive the Legacy Debt in predetermined

portions;

18.6. in 1990 Transnet issued T011 bonds to the value of R10.394 biilion to the TPF
and In partial repayment of the Legacy Debt, and on its establishment in 2000,

the TSDBF received a proportion of the T011 bonds;
18.7. in 2001 Transnet and the Funds agreed to cancel the bonds; and

18.8. the whole Legacy Debt accordingly remains outstanding and must be paid by

Transnet to the Funds.

19. As Claim 2 is a claim against Transnet, the Funds did not join issue on this claim. The
Funds accordingly neither admitted nor denied the allegations made by the Plaintiffs
in Claim 2 and chose to abide the decision of the Court in relation to this claim, had the

matter gone to trial.
Claim 3

20. In their third claim, the Plaintiffs alleged that in March 2001, the TPF paid an amount
of R309,121,000 to Transnet. This amount represented 40% of the surplus of the TPF

at that time.
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The Plaintiffs alleged that the payment made by the TPF to Transnet was unlawful and
that, as a consequence, Transnet became liable to repay the amount paid to it by the

TPF.

The Plaintiffs sought an order declaring that the payment made by the TPF to Transnet
was unlawful and an order that Transnet repays to the TPF the sum paid by the TPF

to it plus interest.

Although claim 3 was also a claim against Transnet, the Funds chose to join issue with
this claim as the Plaintiffs in effect alleged that the Trustees of the TPF had engaged

in theft.

Broadly speaking, had the Class been successful in obtaining and enforcing the relief

contemplated by all three of its claims, the effect would have been that:

24.1. each of the Funds would have been required to determine, for each Class
member, the amount by which each Class member was underpaid from 2003

and then pay that amount, together with interest, to that person;

24.2. the Class members for this purpose would be each member of the TSDBF and
each member of the TPF, and accordingly, each member of each of the sub-
funds of the TPF, who was in receipt of a pension from the relévant Bund from

2003 to the present;

24.3. each of the Funds would be required to recalculate the amount of the pension
to be paid in the future to each Class member and then increase the future

pensions accordingly;

24.4. the current assets of the Funds and any amounts received by the Funds from

Transnet pursuant to claims 2 and 3 would be used to fund:

(UL
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24.41. the payment of the arrear amounts pius interest; and

24.4.2. the future pensions (increased pursuant to the recalculation referred

to); and
24.4.3. future increases to counteract the effect of future infiation.

25. The settlement agreement is the outcome of a negofiation between the parties.
Because of the differences between the TSDBF and the 3 sub-funds comprising the
TPF, it is necessary to describe the outcome of the negotiation with reference to each

of them.

The terms of the Settlement Agreement

26. In summary, the implementation of the settlement agreement seeks to achieve (i)
improved pensions payable to pensioners; (ii) the payment of certain special lump-sum
payments to the pensioner members of the Class; (iil) the funding of the lump-sum
payments and the improved pensions from the Funds’ existing assets; and (iv) the full

and final settlement of the claims in the class action litigation.

27. ltis important to note that notwithstanding that the Class comprises all of the members
of the TSDBF and all of the members of each of the sub-funds of the TPF as at the
date of certification of the class action, the enhanced benefits {lump-sum payments
and special pension increases) to be granted in terms of the settlement agreement will
be received only by the pensioner members of the Funds. This will include members
of the Funds who may have been active members of the Funds as at the date the date

of certification but have retired before the implementation of the settlement agreement.

28, The active members of the TSF, PRASA Sub-Fund and SAA Sub-Fund will accordingly

not receive any immediate financial benefits in the form of lump-sum payments or
™
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immediate pension increases in terms of the settlement agreement. The active
members will, however, benefit from the higher increases once they retire after the

three year period as more fully described below.

20. The estates of class members who died without dependants between the certification
of the class action and the implementation of the settlement agreement will receive no

benefit in terms of the settlement agreement.
30. The key terms of the settlement agreement are the following:

30.1. Each member of each of the TSDBF and TPF who is entitled to receipt of a
monthly pension from the TSDBF or the TPF (each such person, a
“Pensioner’) at the time that benefits in terms of the settlement agreement
become due, will receive three annual payments of R10 000 each. The
settlement agreement requires a reciptent of these payments to be alive when
the amount is payable. The first of these payments was made by the TSDBF,
the TSF and the PRASA Sub-Fund in December 2019. The position in relation
to the SAA Sub-Fund is explained in more detail in paragraph 89 below. The
two remaining payments in respect of the TSDBF, the TSF and the PRASA
Sub-Fund will be required to be pald by no later than January 2021 and
January 2022, but the Funds will target these being paid in December 2020
and December 2021 to be consistent with the Funds’ past practice of granting

bonus payments before the end of the calendar year.

30.2. Once the required conditions to the settlement agreement have been fulfilled,
the pensions payable by the TSDBF, the TSF and the PRASA Sub-Fund will
be increased in three successive cumulative base uplifts over three years as

follows: I

Vo ad
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30.21. Year1: 11%;
30.2.2. Year?2:7%;and
30.2.3. Year 3: 4%.

30.3. These annual pension increases payable to Pensioners other than pensioners
of the SAA Sub-Fund will be applied to the pension in payment at the time of
the increase and will be in addition to the 2% statutory minimum increase. The
effect is that each Pensioner of the TSDBF, the TSF and the PRASA Sub-
Fund who is still receiving a pension when the final increase is effected wili
have received a cumulative increase of 31.08% over the three years. This
effect is demonstrated in paragraph 49 (in respect of a noticnal Pensioner of
the TSDBF), paragraph 70 (in respect of a notional Pensioner of the TSF) and

paragraph 80 (in respect of a notional Pensioner of the PRASA Sub-Fund).

30.4. The SAA Sub-Fund of the TPF will grant Pensioners the increase required to
ensure that the Pensioner receives the pension that Pensioner woufd have
received had the pension been increased by 70% of CPI since the later of
2003 or his/her date of retirement. This will be implemented in a once-off
increase to all Pensioners of this sub-fund and wili not be phased-in in a
manner similar to the aggregate increases to be granted by the TSDBF, the

TSF and the PRASA Sub-Fund.

30.5. The TSDBF and the TSF will, from the year following the implementation of
the third special pension increase (which should occur in the fourth year after
the effective date of the settlement agreement) and beyond, follow a policy of
targeting annual increases of 70% of CPI. These targeted increases will not

be guaranteed, but will be considered and granted in accordance with an
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agreed pension increase policy requiring that the valuator of the Funds

certifies the affordability of the increase and that the relevant employer

company approves the increase.

30.6. The SAA Sub-Fund and the PRASA Sub-Fund have not given any contractual
commitments in the settlement agreement in relation to future pension
increases or increase policies. These Funds' existing policies are inflation

targeting and will continue to be.

31. The TSDBF does not have sufficient assets to afford the enhanced benefits which will
become due in terms of the setilement agreement. In order to address this, the

following has been agreed and incorporated into the settlement agreement:

31.1. the funding levels of the TSDBF and the TSF will be equalised by a transfer of

assets from the TSF to the TSDBF; and

31.2. in due course, the members, assets and liabilities of the TSDBF and the TSF

will be consolidated.

32. The equalisation of the funding levels will result in the enhanced benefits being
affordable for both the TSDBF and the TPF. It is therefore not necessary to complete
the consolidation of the members, assets and liabitities of the TSDBF and the TSF
before enhancing the benefits that are paid and the details of this exercise are required
by the settiement agreement to be worked out after the settlement agreement has been

implemented.

33. Transnet will pay the Class’s legal costs on a basis that is described in the Founding

Affidavit. Neither Transnet nor SAA nor PRASA has agreed to make any capital
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contribution to any of the Funds or sub-funds in order to fund the benefit

enhancements. These will be funded salely from the assets of the Funds.

The terms of the settlement agreement as they relate to the TSDBF

34. The TSDBF is govemned by the TPF Act and its rules (“TSDBF Rules”). A copy of the
prevailing TSDBF Rules is attached to this affidavit as Annexure “S44". Transnet is
the employer company of the TSDBF and Transnet underwrites the benefits payable
by the TSDBF to its members. The board of trustees of the TSDBF comprises four
trustees and their alternates appointed by Transnet and four trustees elected and
appointed by members of the TSDBF in accordance with the TSDBF Rules. The board
of trustees of the TSDBF, assisted by its principal officer, is responsible for the

governance of the Fund. The principal officer is appointed by Transnet.

35. The latest actuarial valuation of the TSDBF is the actuarial valuation as at 31 March
2019 prepared by Alexander Forbes Financial Services ("Alexander Forbes") and is

attached as Annexure “SAE” to this affidavit.

36. The following is a tabulated summary of the pensioner and beneficiary profile of the

TSDBF as at 31 March 2019, as extracted from the actuarial vaiuation:
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: Mumbar of members: 48,855 ;
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| Pensioners: 13,988 %
|
» Widow(er)s: | 32,831 i
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37.

38.

39.

Male pensioners: _ | 79.4 years
Female pensioners: 78.3 years
' Male spouses: 65.7 years
Female spouse: 76.7 years

The average annual pension of the members of the TSDBF is R32,198, which is

equivalent to approximately R2,683 per month.

The enhanced benefits to be provided to the Pensioners of the TSDBF in terms of the
settiement agreement will include base uplifts to the pensions of each Pensioner of the
TSDBF. These will be phased in across three years as described in paragraph 30.2
above and each special annual increase will be in addition to the 2% minimum annual
increase granted. The effect is that each Pensioner of the TSDBF who is still receiving
a pension when the final increase is effected will have received a cumulative increase
of 31.08% over the three years. In addition, the Pensioners of the TSDBF will each
have received a special lump-sum award of R10 000 in December 2019 and will qualify
to receive two further such lump-sum payments when such lump-sum awards accrue,
cne in December 2020 and another in December 2021, Thereafter, the TSDBE will
follow a policy of targeting (but not guaranteeing) annual pension increases which are

70% of inflation.

As indicated in the annual valuation as at 31 March 2019, the funding level of the
TSD@F as at 31 March 2019 was 135.4%. The cost and the affordability for the TSDBF
of the benefit enhancements to be granted in terms of the settlement agreement has
been assessed by the actuary of the TSDBF, iir Andre Pienaar of Alexander Forbes.

His report dated 13 September 2019 is attached as Annexure “S£8" to this affidavit.

Ny 157
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40. The following table (which has been adapted from Mr Pienaar's report) sets out the
valuation results of the TSDBF as at 31 March 2019, the impact of the enhanced
benefits contemplated in the settlement agreement, and the impact of a transfer from
the TSF to the TSDBF of an amount of R1,76 billion, being the amount required to be
transferred from the TSF to the TSDBF to ensure that as at 1 April 2019 the funding

levels of the TSF and the TSDBF would be equal:

|
At 310372012 | AL Z1/3312018 AL 31IC3/2012
Yaluaiion Implsmenting | Afier a transfer
rasuits before | the Enhanced | of R1.78 bn from
any changes Benefits [ TSF
{R'miilllon) (R'million} | {R'million)
Assets 13 346 12172 13 932
Value of Accrued Liability 9 552 12 065 12 065
F
Solvency Reserve ! 305 543 543
| ,
Surplus/{Daficii) l 3 489 (436) 1324
Funding lLevel ! 135.4% 85.2% 11C.5%
i |

41. It is evident from the above table that the TSDBF could not afford the enhanced
benefits without a value transfer from the TSF. Were it to do so, the resultant funding
levei of the Fund would be 95.2%. Mr Pienaar's conclusion is accordingly that the
TSDBF will be financially sound as at 31 March 2019 if all of the enhanced benefit
proposals and the value transfer from the TSF in accordance with the settlement

agreement are implemented. (\J M ’\.
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42. The value transfer from the TSF to the TSDBF will be effected by a surplus distribution
to Transnet coupled with a contribution by Transnet to the TSDBF of the full amount of
the distribution. Further detail on this aspect of the settlement is set out in the
paragraphs of the Founding Affidavit deposed to by Wynanda Coetzee on behalf of the
First and Second Applicants which describe clause 6 of the settlement agreement and

in paragraph 93 to paragraph 95 below of this affidavit.

43. The settlement agreement records the intention of the parties to consolidate the
assets, fiabilities and members of the TSDBF and TSF in due course. This aspect is
dealt with in further detail in paragraph 96 and paragraph 97 below. The equalisation
of the funding levels of the TSF and the TSDBF by way of a transfer of assets from the
TSF to the TSDBF is the first step towards the consolidation of the assets, liabilities

and members of the TSF and TSDBF.

44, Clause 3 of the settiement agreement (special lump sum awards) took effect on the
signature date of the settlement agreement {being the date on which the settlement
agreement was signed by the last of the parties). The signature date was 11 December
2019. The signature of the settlement agreement by the TSDBF and the granting of
the first of the special lump sum awards paid by the TSDBF in December 2019 required

the following:

44.1. The authorisation by the board of trustees of the TSDBF of the conclusion of

the settlement agreement; and
44.2. Transnet's approval (as the relevant employer company of the TSDBF).

45. These were duly obtained. Transnet's approval was obtained by virtue of its signature
of the settlement agreement. This was expressly incorporated into clause 13.1 of the

settlement agreement, which provides as follows: “To the extent that any undertaking

[‘LU’E‘" ﬁ&f//
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by Transnet in clauses 2.6, 2.7, 5.3, 6.2.3, 6.5, 6.6, 7.1, 7.3, 8.2, 8.4, 9.2 and 9.3,
would, but for the signature of this Agreement by Transnet otherwise require an
approval, consent of or the exercise of a discretion by Transnset in terms of any law,
any rules of the Funds or any other governance instrument, such approval, consent or
discretion is given and/or exercised by Transnet by its signature of this Agreement. To
the extent that Transnet’s approval, consent or exercise of discretion is required for the
Funds to give effect to any of the undertakings in clauses 3.1, 3.2, 3.3, 4.2, 4.3 and
4.4, such approval or consent is, by its signature of this Agreement hereby duly
granted, and such discretion is hereby duly exercised, by Transnet. To the extent that
any such approval, consent or exercise of discretion was given or made by Transnet
prior to the signature of this Agreement by Transnet, this clause 13.1 serves as a

confirmation of such approval or consent or exercise of discretion.”

The further implementation of the settlement agreement by the TSDBF, inciuding the
settlement benefits in terms of clause 4 of the settlement agreement (pension
increases), the value transfer from the TSF to the TSDBF in terms of clause 6 of the
settlement agreement and the full and final settlement of the Plaintiffs’ claims in terms

clause 5 of the settlement agreement requires the following:

46.1. The granting of an unconditional order of court making the settlement
agreement an order of court and binding the members of the Class and each
of the Applicants to the terms of the settlement agreement. This is the purpose

of the current application; and

46.2. The approval of the Minister of Public Enterprises, with the cancurrence of the
Minister of Finance, of the draft rule amendments to the rules of the TSDBF

as set out in Schedule 5 to the settlement agreement. These approvals have

not yet been attained. - !f'
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47. The settlement provides immediate financial benefits to all pensioners of the TSDBF
by way of the special lump sum awards granted and paid in December 2019. Two
further lump-sum payments will accrue to Pensioners of the TSDBF and be paid on
dates to be targeted in December 2020 and December 2021. In addition, the special
increase of pensions over three years will have the effect of a base uplift in all pensions.
This has the effect that future increases in pensions will be granted off an increased
base pension. In addition, as a result of the amendment of the rules of the TSDBF and
the amendment of the pension increase policy, the TSDBF will be aiming for inflation-
targeting increases. Granting such increases after the initial 3 year period in excess of
2% will be subject to their affordability. These enhanced benefits collectively will

contribute to alleviating the dire financial position of all of the pensioners of the TSDBF.

48. As described above, the TSDBF has sought to alleviate some of the financial strain of
inflation in the past by paying discretionary 13" and 14" cheques to its pensioners.
The benefit enhancements contemplated by the settlement agreement will require that
this practice be revisited. Any such future payments would be subject to their

affordabllity.

49. In real terms, the financial impact on the TSDBF Pensioners can be seen by way of

the following example:

49.1. As indicated in paragraph 37, the average annual pension of a member of the
TSDBF is R32,198, which equates to an average monthly pension of

approximately R2,683.

49.2. Inreceiving a lump-sum payment of R10 000 in December 2019, a Pensioner
(Pensioner W) receiving an average annual pension of R32,198 would
o
W

=7
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therefore have received a iump-sum payment of just over 31% of histher

annual pension and approximately 273% more than his/her monthly pension.

49.3. In receiving a total increase of 13.22% (a special increase of 11% in tefms of
the settiement agreement in addition to the statutory minimum increase of 2%)
in the first year after the effective date of the settlement agreement, the annual
pension of Pensioner W of R32,198 should increase by R4,256.58 (i.e.
Pensioner W will receive an annual pension of approximately R36,454.58 for

that year).

49.4. In receiving a total increase of 9.14% (a special increase of 7% in terms of the
settlement agreement in addition to the statutory minimum increase of 2%) in
the second year after the effective date of the settlement agreement, the
annual pension of Pensioner W of R36,454.58 (following the increase of
13.22% in the previous year} should increase by approximately R3,331.95 (i.e.
Pensioner W will receive an annual pension of approximately R38,786.52 for

that year).

49.5. inreceiving a total increase of 6.08% (a special increase of 4% in terms of the
settlement agreement in addition to the statutory minimum increase of 2%) in
the third year after the effective date of the settlement agreement, the annual
pension of Pensioner W of R39,786.52 (following the increase of 9.14% in the
previous year) should increase by approximately R2,419.02 (i.e. Pensioner W

will receive an annual pension of approximately R42,205.54 for that year).

48.6, The effect of granting each special increase in addition to the 2% statutory
minimum increase in each of the three years in which a speciai increase will
. |
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be granted in terms of the settiement agreement is that Pensicner W will have

received a cumulative increase of 31.08% over the three years.

49.7. In addition to the pension increases described in the above paragraphs,

Pensioner W will receive three lump-sum payments of R10 000 each.

49.8. Pensioner W cannot, however, expect that 13" or 14* cheques will be paid in

the initial 3 year period. Any such payments will be subject to affordability.

The terms of the seftlement agreement as they relate to the TPF

50. The TPF is governed by the TPF Act and a set of general rules (the “General Rules”).
Each sub-fund of the TPF is governed by the TPF Act, the General Rules and a set of
unique special rules applicable to the relevant sub-fund (“Special Rules”). A copy of
the prevailing General Rules is attached as Annexure “SA7" to this affidavit. The
prevailing Special Rules in respect of the TSF are attached as Annexure "SAZ", the
prevailing Special Rules in respect of the PRASA Sub-Fund are attached as
Annexure “848" and the prevailing Special Rules in respect of the SAA Sub-Fund are

attached as Annexure “S£190".

51. As aiready described, the TPF comprises three sub-funds, namely the TSF, the
PRASA Sub-Fund and the SAA Sub-Fund. Each sub-fund board may appoint four
members from amongst their number to be trustees on the main board of the TPF. The
board of trustees of the TPF, assisted by its Principal Officer, is responsible for the

governance of the TPF. The Principal Officer is appointed by Transnet.

52. Each sub-fund of the TPF has a different employer company — the relevant employer
company in respect of the TSF is Transnet, the relevant employer company in respect

of the SAA Sub-Fund is SAA and the relevant employer company of the PRASA Sub-
il
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Fund is PRASA. Each sub-fund has its own board of trustees and set of Special Rules.
in terms of section 4A(5) of the TPF Act, the board of the trustees of the TPF “shall
direct and oversee the operations of the TPF, subject to the [TPF Act] and the [General
Rules and Special Rules] and without derogating from the powers of a sub-fund board".
Section 4A(6) to section 4A(13) (inclusive) further regulate the relationship between
the TPF and each sub-fund of the TPF, including in respect of the financial obligations
owed by each principal employer of each sub-fund. Section 4A(12) and section 4A(13)

of the TPF Act provide as follows:

“4A(12) A principal employer is liable to the Transport Pension Fund for the
payment of benefits due to members, pensioners and dependent pensioners of
that subfund to the extent that the assets of the subfund are not sufficient to meet

the benefits due.”

4A(13)  An employer’s labilily to the Transport Pension Fund are limited to
those attributable to its members, pensioners and dependent pensioners assigned

to its subfund.”

The TPF Act requires in section 4A(6)(b)(iii) that the Special Rules of a sub-fund
provide for (amongst other things) the benefits payabie by the TPF to the members
assigned to the sub-fund. The Special Rules and policies of each sub-fund are
accordingly distinct, including in relation to the rules and policies governing pension

increases. The pensioner profiles and funding levels of each sub-fund also vary.

There is one principal officer and one valuator appointed by the TPF. The valuator
performs actuarial valuations for the TPF as a whole as well as separate valuations in
respect of each sub-fund. The valuator of the TPF (and each sub-fund} is Mr Andre

Pienaar of Alexander Forbes, who is also the valuator for the TSDBF. f
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55. The assets and liabilities of each sub-fund of the TPF are ring-fenced and accordingly,
the benefits payable to the Pensioners of the TPF are funded from the assets of the
relevant sub-fund. The enhanced benefits to be granted by the TPF in terms of the
settiement agreement are similarly to be funded by the ring-fenced assets of the

relevant sub-fund to which the enhanced benefits relate.

56. The latest actuarial valuation for the TPF is the actuarial valuation as at 31 March 2019
and is attached as Annexure “S£14" to this affidavit. Similarly, the valuations in respect
of each sub-fund are attached as Annexure “S£12" (TSF), Annexure “SA1i3” (PRASA

Sub-Fund} and Annexure “SA194" (SAA Sub-Fund).

57. The entry into the settlement agreement by the TPF required the authorisation of the

board of trustees of the TPF. This was duly obtained.

The terms of the settiement agreement as they relate to the TSF

58. The TSF is governed by the TPF Act, the General Rules and its Special Rules.

50. The relevant employer company in respect of the TSF is Transnet. in terms of
section 4A(12) and section 4A(13} of the TPF Act (quoted in paragraph 52 above),
Transnet, as the relevant employer company of the TSF effectively underwrites the
payment of benefits due to the members of the TSF to the extent that the assets of the

TSF are insufficient to meet the benefits due.

60. As stated in paragraph 44 above, clause 3 of the settlement agreement (special lump
sum awards) took effect on the signature date of the settlement agreement, which was
11 December 2019. The granting of the first of the special lump sum awards paid to

the Pensioners of the TSF in December 2019 required the following:

60.1. The approval of the board of trustees of the TSF; and

-
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60.2. The approval of the relevant employer company of the TSF, namely Transnet.

61. The above approvals were duly obtained. As explained in paragraph 45, Transnet's
approval was obtained by virtue of its signature of the settlement agreement. This was
expressly incorporated into clause 13.1 of the settlement agreement, which clause is

set out in full in paragraph 45.

62. The further implementation of the settlement agreement in respect of the TSF,
including the settiement benefits which will be payable to the Pensioners of the TSF in
terms of clause 4 of the settlernent agreement (pension increases), the value transfer
from the TSF to the TSDBF in terms of clause 6 of the settiement agreement and the
full and final settlement of the Plaintiffs’ claims in terms clause 5 of the settlement

agreement requires the following:

62.1. The granting of an unconditional order of court making the settlement
agreement an order of court and binding the members of the Class and each
of the Appilicants to the terms of the settlement agreement. This is the purpose

of the current application; and

62.2. The approval of the Minister of Public Enterprises, with the concurrence of the
Minister of Finance, of the draft rule amendments to the rules of the TSF as
set out in Schedule 5 to the settlement agreement. These approvals have not

yet been attained.

63. The following is a tabulated summary of the pensioner and beneficiary profile of the
TSF as at 31 March 2019, as extracted from the latest actuarial valuation of the TSF.

This table also depicts the position of the TSF relative to the TPF as a whole.

27
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TSFE TPF (Total Fund)

Mumbker cf Active Members: 137 208

Tota! number of Pansioners: 4214 5376

Totai numbar of Former 2173 2847

Aclive Miembers:

Tcial number of spouse 1932 2396

depandanis:

Total number of children 109 133

depentants:

Average  pensioner  2ge 68.7 68.7

(pension weighied)

Average snnuel pension: R63,594 R78,748

64. The latest actuarial valuation for the TSF is the actuarial valuation as at 31 March 2018

65.

and is attached as Annexure "SA42" to this affidavit. The funding leve! of the TSF as

at 31 March 2018 was 215.15%.

The enhanced benefits to be granted to the Pensioners of the TSF in terms of the

settlement agreement are identical to those to be granted to the Pensioners of the

TSDBF. Accordingly, the enhanced benefits to be provided to the Pensioners of the

TSF will include base uplifts to the pensions of each Pensioner of the TSF. This will be

phased in across three years as described in paragraph 30.2 above and each special

annual increase will be in addition to the 2% minimum annual increase granted. The

Nﬁi: l’
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effect is that each Pensioner of the TSF that is still receiving a pension when the final
increase is effected will have received a cumulative increase of 31.08% over the three
years. In addition, the Pensioners of the TSF will each have received a special lump-
sum award of R10 000 in December 2019. Two further lump-sum payments will accrue
to Pensioners of the TSF and be paid on dates to be targeted in Becember 2020 and
December 2021. Thereafter, the TSF will follow a policy of targeting {but not

guaranteeing) annual pension increases which are 70% of inflation.

As the assets and liabilities of each of the sub-funds of the TPF are ring-fenced, the
enhanced benefits to be granted to the Pensioners of the TSF will be funded solely

from assets of the TSF.

The valuator of the TSF has assessed the cost of and affordability for the TSF of the
benefit enhancements to be granted in terms of the settlement agreement. As indicated

in his report dated 13 September 2019 attached as Annexure "8478" to this affidavit:

67.1. The enhanced benefits contemplated by the settlement are affordable for the
TSF. Were the TSF to grant the enhanced benefits contemplated by the
settiement agreement without the value transfer to the TSDBF, the resuiting

funding leve! of the TSF would be 158.1%.

67.2. Were the TSF to grant the enhanced benefits contemplated by the settlement
agreement and make the envisaged value transfer to the TSDBF, the resulting

funding level of the TSF would be 110.5%.

67.3. The valuator concludes that the TSF will still be financially sound as at

31 March 2019 if the enhanced benefits contemplated by the settlement

l:;fi
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agreement and the value transfer are implemented.
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67.4. The valuator estimates the amount required to be transferred from the TSF to
the TSDBF to ensure that as at 1 April 2019 the funding levels of the TSF and
the TSDBF are equal (the “Equalisation Amount”) to be an amount of R1.76
billion (less returns to be added to this amount from 1 Aprii 2019 to the date
on which the transfer of such amount is in fact effected). One significant return
that will be taken into account in respect of the TSDBF is the overall value to
the TSDBF of the settiement reached by the TSDBF with Regiments Capital
Proprietary Limited and other related parties in November 2019. This
settlement was implemented after the estimates were made and has not been
taken into account in the preparation of the estimates. The overall value to the
TSDBF of the recovery at the time that the estimates were made was in excess
of R630 million. Once the value of this recovery is taken into account it will
substantially reduce the Equalisation Amount to be transferred from the TSF

to the TSDBF.

The value transfer from the TSF to the TSDBF is dealt with in further detail in

paragraph 93 to paragraph 85 below.

As the table set out in paragraph 63 above depicts, in comparison to the TPF as a

whole:

69.1. The TSF has the greatest proportion of pensioner members (4214 out of a
total number of 5376, which is approximately 78.39% of all pensioners of the

TPF as at 31 March 2019).

69.2. The TSF has the greatest proportion of former active members (2173 out of a
total number of 2847, which is approximately 76.33% of all former active

members of the TPF as at 31 March 2019).

.
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69.3. The average annual pension of the pensioners of the TSF is R63,594, which
is less than the average annual pension in respect of the TPF as a whole

(being an amount of R78,748).

70. In real terms, the financial impact on the TSF Pensioners can be seen by way of the

following example:

70.1. As indicated in the table set out in paragraph 63, the average annual pension
of a Pensioner of the TSF is R63,594, which equates to an average monthly

pension of approximately R5,299.50.

70.2. In having received a lump-sum payment of R10 000 in December 2019, a
Pensioner (Pensioner X) receiving an average annual pension of R63,594
would therefore have received a lump-sum payment of approximately 15.72%
of histher annual pension and approximately 88.70% more than his/her

monthly pension.

70.3. In receiving a total increase of 13.22% (a special increase of 11% in terms of
the settlement agreement in addition to the statutory minimum increase of 2%)
in the first year after the effective date of the settlement agreement, the annual
pension of Pensioner X of R63,594 should increase by R8,407.13 (i.e.
Pensioner X will receive an annual pension of approximately R72,001.13 for

that year).

70.4. In receiving a total increase of 9.14% (a special increase of 7% in terms of the
settlement agreement in addition to the statutory minimum increase of 2%)in
the second year after the effective date of the settiement agreement, the
annual pension of Pensioner X of R72,001.13 (following the increase of

13.22% in the previous year) should increase by approximately R6580.90 (i.e.
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70.5.

70.6.

70.7.

70.8.

Pensioner 3 will receive an annual pension of approximately R78,582.03 for

that year).

In receiving a total increase of 6.08% (a special increase of 4% in terms of the
settiement agreement in addition to the statutory minimum increase of 2%) in
the third year after the effective date of the settlement agreement, the annual
pension of Pensioner X of R78,582.03 {following the increase of 8.14% in the
previous year) should increase by approximately R4,777.78 (i.e. Pensioner X

will receive an annual pension of approximately R83,359.82 for that year).

The effact of granting each special increase in addition to the 2% statutory
minimum increase in each of the three years in which a special increase will
be granted in terms of the settlement agreement is that Pensioner X will have

received a cumulative increase of 31.08% over the three years.

In addition to the pension increases described in the above paragraphs,

Pensioner X will receive three lump-sum payments of R10 000 each.

Pensioner X cannot, however, expect that 13" or 14™ cheques will be paid in

the initial 3 year period. Any such payments will be subject to affordability.

The terms of the settlement agreement as they relate to the PRASA Sub-Fund

71.

72.

Rules.

The PRASA Sub-Fund is govemned by the TPF Act, the General Rules and its Special

The relevant employer company in respect of the PRASA Sub-Fund is PRASA. In
terms of section 4A(12) and section 4A(13) of the TPF Act, PRASA, as the relevant

employer company of the PRASA Sub-Fund effectively underwrites the payment of
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benefits due to the members of the PRASA Sub-Fund to the extent that the assets of

the PRASA Sub-Fund are insufficient to meet the benefits due.

As stated in paragraph 44 above, clause 3 of the settlement agreement (special lump
sum awards) took effect on the signature date of the settlement agreement, which was
11 December 2019. The granting of the first of the special lump sum awards paid to

the Pensioners of the PRASA Sub-Fund in December 2019 required the following:

73.1. The authorisation of the board of trustees of the PRASA Sub-Fund, which was

duly obtained; and

73.2. The approval of the relevant employer company of the PRASA Sub-Fund,
namely PRASA. This approval was duly sought and obtained from PRASA. A

copy of this approval is attached as Annexure “S$£46” to this affidavit.

The further implementation of the settlement agreement in respect of the PRASA Sub-
Fund, including the settlement benefits which will be payable to the Pensioners of the
PRASA Sub-Fund in terms of clause 4 of the settlement agreement (pension
increases) and the full and final settlement of the Plaintiffs’ claims in terms clause 5 of

the settlement agreement requires the following:

74.1. The granting of an unconditional order of court making the settiement
agreement an order of court and binding the members of the Class and each
of the Applicants to the terms of the settlement agreement. This is the purpose

of the current application; and

74.2. The approval of the Minister of Public Enterprises, with the concurrence of the
Minister of Finance, of the draft rule amendments to the rules of the PRASA

Sub-Fund. These approvals have not yet been obtained. Should all the

A
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conditions to the implementation of the settlement agreement have been
satisfied other than the ministerial approval required in relation to the PRASA
Sub-Fund, the Pensioners of the PRASA Sub-Fund shall be entitled to the
enhanced benefits to be provided by the PRASA Sub-Fund by way of the
special pension increases in terms of clause 4 of the settlement agreement
with effect from the same date as that from which all other members of the
Class received such pension increases. If the payment of increased pensions
takes effect after the increases to the other Pensioners of the TPF as a result
of the requisite ministerial approval being received after the ministerial
approvals required in respect of the TSDBF and TSF, the Pensioners of the
PRASA Sub-Fund will be entitled to a once-off payment equal to the amount
of the increase to pensions that would have been paid had the required
ministerial approval been obtained prior to the effective date of the settiement

agreement.

75. The following is a tabulated summary of the pensioner and beneficiary profile of the
PRASA Sub-Fund as at 31 March 2019, as extracted from the |atest actuarial valuation
of the PRASA Sub-Fund. This table also depicts the position of the PRASA Sub-Fund

relative to the TPF as a whole.

r

PRESA Sub-Fund

Mumber of Active Members: 25 208
Total number of Pensicners: 865 5376
Tolal number of Former 431 2847

Aciive ilembars:
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PRASA Sub-Fund TEF {Total Fund)
Tolai rumber of spouse 416 2396
dependanis:
Toial number of chiidren 18 133
dependants:
Averzge  pensioner age 68.2 68.7

(pansion weightac)

Average annual pensicn: R53,341 R78,748

76. The latest actuarial valuation for the PRASA Sub-Fund is the actuarial valuation as at
31 March 2019 and is attached as Annexure “S£13" to this affidavit. The funding level

of the PRASA Sub-Fund as at 31 March 2019 was 227.6%.

77. The enhanced benefits to be granted to the Pensioners of the PRASA Sub-Fund in
terms of the setttement agreement are identical to those to be granted to the
Pensioners of the TSDBF and the TSF. Accordingly, the enhanced benefits to be
provided to the Pensioners of the PRASA Sub-Fund will inciude a base uplift to the
pensions of each Pensioner of the PRASA Sub-Fund. This base uplift will be phased
in across three years as described in paragraph 30.2 above and each special annual
increase will be in addition to the 2% minimum annual increase granted. The effect is
that each Pensioner of the PRASA Sub-Fund that is still receiving a pension when the
final increase is effected will have received a cumulative increase of 31.08% over the
three years. In addition, the Pensioners of the PRASA Sub-Fund will each have
received a special lump-sum award of R10 000 in December 2019. Two further lump-

sum payments will accrue to Pensioners of the PRASA Sub-Fund and be paid on dates
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to be targeted in December 2020 and December 2021. Thereafter, the PRASA Sub-
Fund will continue to follow a policy of targeting (but not guaranteeing) annual pension

increases which are 70% of inflation.

78. As the assets and liabilities of each of the sub-funds of the TPF are ring-fenced, the
enhanced benefits to be granted to the Pensioners of the PRASA Sub-Fund will be

funded solely from assets of the PRASA Sub-Fund.

79. The valuator of the PRASA Sub-Fund has assessed the cost of and affordability for
the PRASA Sub-Fund of the benefit enhancements to be granted in terms of the
settlement agreement. As indicated in his report (see proposal 2 set out therein) dated

16 September 2019 attached as Annexure “SAT7" to this affidavit:

79.1. The enhanced benefits contemplated by the settlement are affordable for the
PRASA Sub-Fund. Were the PRASA Sub-Fund to grant the enhanced benefits
contemplated by the settlement agreement, the resuiting funding level of the

PRASA Sub-Fund would be 187.8%.

79.2. The vaiuator concludes that the PRASA Sub-Fund will be financially sound as
at 31 March 2019 if the enhanced benefits contemplated by the settlement

agreement are implemented.

80. In real terms, the financial impact on the PRASA Sub-Fund Pensioners can be seen

by way of the following example:

80.1. As indicated in the table in paragraph 75, the average annual pension of a
Pensioner of the PRASA Sub-Fund is R53,341, which equates to an average

monthly pension of approximately R4,445.08.
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80.2. In receiving a lump-sum payment of R10 000 in December 2019, a Pensioner
(Pensioner Y) receiving an average annual pension of R53,341 would
therefore have received a lump-sum payment of approximately 18.75% of
his/her annual pension and approximately 124.97% more than hisfher monthly

pension.

80.3. In receiving a total increase of 13.22% (a special increase of 11% in terms of
the settlement agreement in addition to the statutory minimum increase of 2%)
in the first year after the effective date of the settlement agreement, the annual
pension of PensionerY of R63,341 should increase by R7,051.68 (i.e.
Pensioner Y will receive an annual pension of approximately R60,392.68 for

that year).

80.4. Inreceiving a total increase of 9.14% (a special increase of 7% in terms of the
settlement agreement in addition to the statutory minimum increase of 2%) in
the second year after the effective date of the settlement agreement, the
annual pension of Pensioner Y of R60,392.68 (following the increase of
13.22% in the previous year) should increase by approximately R5,519.88 (i.e.
Pensioner Y will receive an annual pension of approximately R65,912.57 for

that year).

80.5. Inreceiving a total increase of 6.08% (a special increase of 4% in terms of the
settlement agreement in addition to the statutory minimum increase of 2%) in
the third year after the effective date of the settiement agreement, the annual
pension of Pensioner Y of R65,912.57 (following the increase of 9.14% in the
previous year) should increase by approximately R4,007.48 (i.e. Pensioner Y

will receive an annual pension of approximately R69,920.06 for that year).
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80.6. The effect of granting each special increase in addition to the 2% statutory
minimum increase in each of the three years in which a special increase will

be granted in terms of the settlement agreement is that Pensioner Y will have

received a cumulative increase of 31.08% over the three years.

80.7. In addition to the pension increases described in the above paragraphs,

Pensioner Y will receive three lump-sum payments of R10 000 each.

The terms of the settlement agreement as they relate to the SAA sub-fund

81.

82.

83.

The SAA Sub-Fund is governed by the TPF Act, the General Rules and its Special

Rules.

The relevant employer company in respect of the SAA Sub-Fund is SAA. In terms of
section 4A(12) and section 4A(13) of the TPF Act, SAA, as the relevant employer
company in respect of the SAA Sub-Fund effectively underwrites the payment of
benefits due to the members of the SAA Sub-Fund to the extent that the assets of the

SAA Sub-Fund are insufficient to meet the benefits due.

The following is a tabulated summary of the pensioner and beneficiary profile of the
SAA Sub-Fund as at 31 March 2019, as extracted from the latest actuarial valuation of
the SAA Sub-Fund. This table also depicts the position of the SAA Sub-Fund reiative

to the TPF as a whole.

TPF (Toial Fund

Mumber of Aciive llembers: 46 208
Total numier of Pansicnars: 297 5376
el l{.
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SAA Sub-Fund TPF (Vota! Fund) |
Total number of rommear 243 2847
Active Members:
Tetal number of spouse 48 2396
dependanis:
Teial number of children 6 133
dependanis:
Average  pansionar  age 69.1 68.7
(persion welghtieci)
Average annual pansiorn: R367,758 R78,748

84. The latest actuarial valuation for the SAA Sub-Fund is the actuarial valuation as at

85.

31 March 2019 and is attached as Annexure “S414" to this affidavit. The funding level

of the SAA Sub-Fund as at 31 March 2019 was 130.5%.

The enhanced benefits to be granted to the Pensioners of the SAA Sub-Fund in terms

of the settlement agreement differ from those to be granted to the Pensioners of the

TSF and the PRASA Sub-Fund. In respect of the TSF and PRASA Sub-Fund, alf of the

pensions are to be increased by fixed percentages that are phased in over a three year

period. This will have the result that the same pension increases are awarded to all

Pensioners of these sub-funds regardless of the duration for which the Pensioner has

been in receipt of a pension and regardiess of the actual increases that have been

awarded relative to annual year on year inflation.
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86. The estimate of Mr Pienaar was that the implementation of this approach for the SAA
Sub-Fund would have been reduction of that sub-fund’s funding level to approximately
106%. At the instance of the board of trustees of the SAA Sub-Fund, the settlement
agreement includes a different approach to the other sub-funds of the TPF. Rather
than an across the board increase, the pension increases to be granted to the
Pensioners of the SAA Sub-Fund in terms of the settiement agreement will seek to
catch each Pensioner up to the pension that that Pensioner would have received had
the SAA Sub-Fund increased pensions each year by 70% of CPI since that pension
was first paid. This increase will granted as a once-off increase rather than across a
period of three years. The SAA Sub-Fund will furthermore continue to target annual

pension increases of 75% of CPl, in terms of its prevailing pension increase policy.

87. As the assets and liabilities of each of the sub-funds of the TPF are ring-fenced, the
enhanced benefits to be granted to the Pensioners of the SAA Sub-Fund will be funded

solely from assets of the SAA Sub-Fund

88. The valuator of the SAA Sub-Fund has assessed the cost of and affordability for the
SAA Sub-Fund of the benefit enhancements to be granted in terms of the settlement
agreement. As indicated in his report (see proposal 2 set out therein) dated 29 October

2019 attached as Annexure "S&18" to this affidavit:

88.1. The enhanced benefits contemplated by the settlement are affordable for the
SAA Sub-Fund. Were the SAA Sub-Fund to grant the enhanced benefits
contemplated by the settlement agreement, the resulting funding level of the

SAA Sub-Fund would be 114.0%.
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88.2. The valuator concludes that the SAA Sub-Fund will be financially sound as at

31 March 2019 if the enhanced benefits contemplated by the settlement

agreement are impiemented.

The SAA Sub-Fund required the authorisation of the board of trustees of the SAA
Sub-Fund for the entry into the seftlement agreement (which was duly obtained)
and the approval its employer company, SAA, for the granting by of the first set of
special lump-sum awards to the Pensioners of the SAA Sub-Fund and the special
increases to be granted in terms of the settlement agreement. This approval from
SAA was sought but has not, as yet, been obtained. On 5 December 2019 SAA
was officially placed in business rescue. The Companies and Intellectual Property
Commission appointed Mr Les Matuson of Matuson Associates as the business
rescue practitioner for SAA. Despite numerous attempts, it has proven practically
difficuit to obtain the necessary employer approval in the current circumstances
and at a time when the company and the business rescue practitioner are no doubt
focusing all their efforts on rescuing the company. It is not anticipated, however,

that this approval will not be forthcoming at all.

The difficulties that were encountered in obtaining the necessary employer
approval from SAA in December 2019 in respect of the payment of the first set of
special lump-sum awards were anticipated by the Funds and addressed by the
parties to the settiement agreement in clause 3.11 of the settlement agreement.
Clause 3.11 provides that the “obligation of the TPF to pay the amounts
contemplated in this clause 3 to the Pensioners who receive pensions from the
SAA sub-fund of the TPF shall be suspended until such time as the SAA sub-fund
has received the necessary employer approval in terms of its Rules to pay those

i
amounts”, o W)
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91.  Accordingly, as soon as the necessary employer approval is received by the SAA
Sub-Fund, the first set of special lump-sum awards will be payable to each

Pensioner of the SAA Sub-Fund.

92.  This arrangement made it possible to ensure that the vast majority of the recipients
of the R10 000 special lump sum award (those receiving pensions from the
TSDBF, TSF and PRASA sub-fund) could receive those payments in December

2019 without SAA's business rescue causing further delay.

Transfer of assets from TSF to TSDBF and future merger

93. As explained in paragraph 41 above, the TSDBF cannot afford the enhanced benefits
contemplated by the settlement agreement without a value transfer from the TSF to

the TSDBF. The value transfer is conditional upon:

93.1. The rule amendments required to be adopted and effective for the TSDBF and
the TSF to provide the enhanced benefits to the Pensioners of the TSDBF and
the TSF by way of the special lump-sum payments and special pension

increases will have been adopted and will be effective; and
93.2. The settlement agreement having been made an order of court.

94.  The seltlement agreement envisages that the following steps are completed by the
fifth business day after the date on which the last condition to the implementation
of the settlement agreement is fulfilled or waived (uniess another date is agreed

between that parties as the “effective date” of the settlement agreement):

94.1. The TPF shall instruct the vailuator of the TPF to determine the amount of
“Actuarial Surplus” of the TSF in accordance with the General Rules and the

. _ 1
Special Rules of the TSF; N \’l}iu'\
B
1
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The TPF and the TSDBF shall instruct the valuator of the TPF and the TSDBF

to determine:

94.2.1. the amount (“Transfer Value") required to be transferred from the
TSF to the TSDBF on the Transfer Date (defined below) so that the
funding levels of the TSDBF and the TSF as at the Transfer Date are
the same, on the basis that the TSDBF and the TSF are deemed to
have been legally obliged on the Transfer Date to pay the enhanced
benefits described in clause 3 and clause 4 of the settlement
agreement (namely, the special lump-sum awards and the pension
increases respectively). As noted in paragraph 67.4, in his report of
13 September 2019, the valuator of the TPF estimated the amount
required to be transferred from the TSF to the TSDBF to be an
amount of R1.76 biliion. The actual amount to be transferred by the
TSF to the TSDBF will be affected by the recovery from the litigation

with Regiments that is referred to in paragraph 67.4 above;

94.2.2. the date (“Transfer Date") on which the Transfer Value is to be
determined and the transfer of "Allocated Assets” (defined below} is

to be effected.

Although determined by the valuator of the TPF and the TSDBF, the Transfer
Date and the Transfer Amount are to be reasonably confirmed by an actuary

nominated and appointed by Transnet.

The TSF shall allocate the Transfer Value to the “Employer Surplus Reserve”

of the TSF. The Employer Surplus Reserve is a special reserve account
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established or to be established by the TSF in terms of Special Rule 198.1.2 of

the Speclal Rules of the TSF.

04.5. In terms of Special Rule 19.2, “fiff, in the opinion of the Actuary, it would not
be imprudent to do so, the Sub-Fund Board, with the consent of the Principal
Employer, may each year allocate any portion of any Actuarial Surplus the
Actuary deems reasonable to make available for allocation, to the Pensioner
Surplus Reserve, the Employer Surplus Reserve, or to both in such a manner
as the Sub-Fund Board, with the consent of the Principal Employer,

defermines’.

©4.6. In terms of Special Rule 19.5.2, the monies standing to the credit of the
Employer Surplus Reserve may at the discretion of Transnet, as the principal
employer of the TSF be transferred “to another Fund to which the Principal
Employer is obliged to make contributions or the benefits of which are wholly
or partially underwritten by the Principal Employer’. This provision is subject
to Special Rule 19.7, which addresses the application of monies standing to
the credit of the Pensioner Surplus Reserve and the Employer Surpius
Reserve in circumstances where the actuary determines that the TSF is
underfunded and it is unlikely to be restored to “full funding” within a
reasonable period of time. As the funding level of the TSF as at 31 March 2019

was 215.1%, Special Rule 19.7 does not apply.

94.7. Transnet is relevant employer company in respect of the TSDBF and as such
underwrites the benefits payable by the TSDBF. Accordingly, unless the
actuary (being the valuator of the TSF, namely Mr Andre Pienaar of Alexander
Forbes) is of the opinion that it would be imprudent to do so, the board of the

TSF may allocate any portion of the Actuarial Surplus the actuary deems

i ~M
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reasonable to make to allocation to the Employer Surplus Reserve. The

confirmatory affidavit of Mr Andre Pienaar confirms that, in his opinion, it is not

imprudent for the TSF to allocate a portion of the Actuarial Surplus equal to

the Transfer Value to the Employer Surplus Reserve for purposes of

implementing the settlement agreement. A copy of Mr Pienaar's affidavit is

filed herewith.

04.8. In consultation with the valuator of the Funds, the TPF and the TSDBF shall
identify assets of the TSF to be transferred to the TSDBF (such assets, the
“Allocated Assets”) on account of the obligation of the TSF to transfer the
Transfer Vaiue to the TSDBF on the Transfer Date. The value of the Allocated

Assets, as agreed by the TPF and the TSDBF, shall equal the Transfer Value.

94.9. The TSF shall transfer the Allocated Assets directly to the TSDBF in terms of

Special Rule 19.5.2 as at the Transfer Date.

04.10. The TSDBF shall receive the Allocated Assets from the TSF on the Transfer
Date as a once-off contribution from Transnet in terms of Rule 3(5) as read
with Rule 9(2) of the TSDBF Ruies. Rule 3(5) of the TSDBF Rules provides
that “[nJo Pensioner, Special Pensioner or Beneficiary shall contribute to this
fund: Provided that Transnet, if the Board of Trustees deems this necessary
after consultation with the actuary, shall contribute to the Fund." Rule 8(2) of
the TSDBF Rules provides that “[t}he Board may take any action (including the
control of finances and the administration of the Fund) not specifically provided
for in these Rules that may be necessary to achieve the objects of the Fund

provided that such action is not inconsistent with the Act or these Rules.”

!
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94.11.1t is recorded in clause 6.6 of the settlement agreement that Transnet's

signature of the settiement agreement constitutes (i) the consent
contemplated in Special Rule 19.2 as well as (i) Transnet's agreement to
exercise its discretion in terms of Special Rule 19.5 so as to transfer all of the

monies standing to the credit of the Employer Surplus Reserve to the TSDBF.

rollowing the implementation of the above steps the funding levels of both the
TSDBF and the TSF will equal or exceed the funding level required to ensure that
the benefit enhancements contemplated by the settlement agreement are

affordable.

This notwithstanding, the Funds, Transnet and the First and Second Applicant
believe that it would be desirable to consolidate the assets, liabilites and
membership of the TSDBF and the TSF in due course In order to give full effect to
the undertakings in clause 3 (special lump-sum payments) and ciause 4 (pension
increases) of the settiement agreement on a financially sound and sustainable
basis. The equalisation of the funding levels of the TSF and the TSDBF by way of
a transfer of assets from the TSF to the TSDBF as described above is the first step
towards the consolidation of the assets, liabilities and members of the TSF and

TSDBF.

As the process of consolidating the assets, liabilities and members of the TSDBF
and the TSF will be a complicated and intricate one, it is important for the Funds
to be able to take decisions and steps required to implement the consolidation in
an efficient manner and without unnecessary extrinsic impediments. Clause 7.2 of
the settlement agreement accordingly binds the Class Representatives and
Geyser & Coetzee Attorneys (the “Class Legal Representative”) not to oppose,

frustrate, impede, delay or challenge any of the steps required to achieve the

i‘,ll‘,’\ :4””
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consolidation, including any further ruie amendments that may be required, board
resolutions, ministerial or parliamentary actions, including the enactment,

amendment or repeal of legislation or regulations.

Benefit to funds and members, particularly compared with continuing the litigation

g8. Litigation, particularly class action litigation, is expensive and time-consuming.
Continuing to trial in the present matter would only increase these costs and more time
would elapse before any possible relief might be granted in favour of the Plaintiffs, if
indeed the outcome of the litigation was to that effect. There is no certainty, however,
that the Plaintiffs would be successful with any of their claims or be awarded any form
of compensation. In addition, given the high average ages of the Funds, the pool of
class members standing to benefit from any possible award would have shrunk
considerably by the time that any such award may be granted. This is evident when
one has regard to the average age of the Pensioners of each of the TSDBF and the
sub-funds of the TPF as well as the mortality rates per age band of each of the Funds
as depicted in Table 1, Table 2 and Table 3 below (all data extracted from the actuarial

valuations of the relevant Fund as at 31 March 2019).

99, Set out in Table 1 below is a tabulated summary of the average Pensioner age in
respect of each of the TSDBF, the TSF, the PRASA Sub-Fund and the SAA Sub-Fund
as at 31 iMarch 2019 and how this compares to the position as at 31 March 2018. Set
out in Table 2 below is the average annual Pensioner death rate per stated age band
of the TSDBF as at 31 March 2019 and set out in Table 3 below is a comparative
summary of the expected post-retirement mortality rates across the TSF, the PRASA
Sub-Fund and the SAA Sub-Fund. What is evident when Table 1, Table 2 and Table 3
are considered collectively is that the average Pensioner age within each Fund has

increased from the position in 2018 (and will continue to do so given that both the

}éyﬂ“&?’\;’!ﬂj
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TSDBF or TPF are closed fo new members) and that the death rate increases as the

stated age band increases. This trend is the perhaps best emphasised with reference

to the TSDBF membership. As reflected in Appendix 2 of the TSDBF Actuarial

Valuation as at 31 March 2019 prepared by Alexander Forbes (attached as

Annexure "$A35" to this affidavit):

90.1. As at 31 iMarch 2018, the total number of members of the TSDBF was 49,914

(the initial estimate was 49,908, which was subsequently revised to 49,914);

09.2. The total number of members as at 31 March 2019 was 46,955; and

99.3. In the year from 31 March 2018 to 31 iMarch 2019, the number of exits from

the Fund as a resulit of "deaths and terminations” was 3,720.

Table 1: Average Pensioner age across the Funds:

| TSDBF : TSF

o
i
3
i
|
E
i
,
: EE—— - e ST

Average pension | Male 79.4 years * 68.7 years

4

weighted age | Pensioners

—t

(31 March 2019):

Female 78.3 years

Pensioners

| Male
|

| spouses
|

e e

| Female 76.7 years

spouses

oy
¢
i

 PRASA Sub- SAA Sub-Fund |

Fund
! 68.2 years
i |

|

69.1 years |
é
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weighted

Average pension

age

(31 nviarch 2018):

L. =—

Male 77.8 years
pensioners

Female 76.5 years
pensioners

iiale 63.1 years
spouses

Female 75.3 vears
spouses

67.9 years

§7.3 vears

38.5 ye:

-

B
=

£

Table 2: Summary of Pensioner Mortality Rates across TSDBF

TSDBF Pensioners
Age Band Female (%) Male (%)
20-24 0.26% 0.79
25-29 0.34% 1.03%
30-34 0.42% 1.27%
36-39 0.52% 1.51%
40-44 0.63% 1,75%
45-48 0.74% 1.98%
50-54 0.87% 2.24%
55-59 1.06% 2.48%
60-64 1.40% 2.72%
65-68 2.02% 3.35%
70-74 3.14% 4.95%
75-72 5.17% 7.80%
80-84 8.88% 11.89%
85-89 14.66% 17.36%
90-94 22.40% 24.80%
95 and older 30.88% 33.14%

Table 3: Comparison of Expected Post-Retirement Mortality Rates across each of the TSF, PRASA Sub-Fund

and SAA Sub-Fund

Age 000 . Male Female e
3B = 1.42% 0.48%
0=e 1.66% 0.58%
4O —— - 1.90% 0.69%
50 2.14% 0.82%
55 - 2.38% 0.97%
60 2.62% 1.23%,

ol

-
i

~an,
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Nale T " Female i |
2.86% 1.72%

1 4.20% 2,59%
[6.39% ~ [ 218%

100. Accordingly, the sooner a fair and reasonable settlement in terms of whicn the

101.

Pensioner members of the Class receive tangible benefits is impiemented, the better.

The Funds submit that the terms of the settlement agreement are fair and reasonable

and will significantly improve the financial position of the Pensioners of each of the

Funds.

In respect of their first claim, the Plaintiffs sought an order directing Transnet and the

Funds to:

101.1. increase the pensions of all the members of the Funds by an annual rate of

not less than 70% of the rate of inflation with effect from 2003; and

101.2. pay arrear increases to the pensioners of the Funds with interest a tempore

morae.

102. The terms of the settlement agreement seek to address the order sought by Plaintiffs

in their first claim in a manner that is affordable and financially sustainable for the

Funds and their respective employer companies:

102.1. The Pensioners of the TSDBF, TSF and PRASA Sub-Fund will each receive

base uplifts to their pensions. This will be achieved by each of the TSDBF, the

TSF and the PRASA Sub-Fund granting a special increase in each of the three

years, as set out in paragraph 30.2. Each such increase will be granted in

addition to the 2% statutory minimum increase to be granted by these funds.

The effect is that each Pensioner of the TSDBF, the TSF and the PRASA Sub-

Fund that is still receiving a pension when the final increase is effected will

-
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have received a cumulative increase of 31.08% oJZ’H};e three years. This
effect is demonstrated in paragraph 49 (in respect of a notional Pensioner of
the TSDBF), paragraph 70 (in respect of a notional Pensioner of the TSF) and
paragraph 80 (in respect of a notional Pensioner of the PRASA Sub-Fund).
Thereafter, each of these Funds will target pension increases of 70% of
inflation. Although such future increases are not guaranteed, the pension
increase policies of each of these Funds is to be amended to this end,
indicating the intention of the Funds to commit to implementing this to the

extent affordable for each Fund;

102.2. each Pensioner of the SAA Sub-Fund will be granted a once-off special
increase in an amount which is determined by the valuator of the TPF to be
the pension that Pensioner would have been entitled to on the date the
increase takes effect had that Pensioner received an annual pension increase
since the pension was first paid, equal to 70% of inflation. The pension
increase policy of the SAA Sub-Fund is currently broadly inflation targeting

and, as such, does not require amendment.

103. The settlement agreement is entirely prospective in the manner in which it seeks to
address the plight of the class and improve the benefits to be granted by the Funds.
The settlement agreement accordingly does not seek to meet the demand of the
Plaintiffs in respect of claim 1 insofar as their demand requires the Funds to pay
amounts claimed on account of alieged historical underpayments by the Funds (“back-
pay"). Rather, the settlement agreement is designed to enhance base pensions as

much as is feasible and sustainable, and to bolster future post-retirement earnings with

1 /
1N

additional lump-sum payments.
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104. It would be neither affordable nor financially sustainable nor practicable for the Funds
to assume a liability under the settlement agreement {o pay the amounts claimed on

account of the alleged historical underpayments by the Funds.

Notice to interested parties

105. Interested parties - including members of the Class cerlified under case
number 25095/2013 - are entitted to an opportunity to be heard on the
reasonableness, fairness, adequacy and sustainability of the Settlement Agreement

and to oppose its approval.

106. To ensure that interested parties are afforded a proper opportunity to consider the
terms of the settlement agreement and to object to it if they are so inclined, the notice
of motion provides for the publication of a class notice. The proposed Class Notice is
substantially in accordance with Schedule 2 to the settlement agreement. It announces
the proposed settiement agreement, the effect of the settlement agreement on the
Class, and advises the steps that anyone with an interest in the settlement must take
should they wish to participate in the application for approval of the settiement

agreement. it also stipulates the date of the Return Day hearing.

107. Paragraph 3 of the notice of motion sets forth the steps that the Applicants must take
to publish the Class Notice, and bring it to the attention of members of the Class, and
other interested parties. Paragraph 3.1 requires the applicants, within two weeks of

the Part A order, to publish the Class Notice:

107.1. on a prominent notice board at the offices of the Class Legal Representative

for a period of not less than 30 calendar days;

s
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107.2. by the Funds issuing member communications to all their respective
members, using their database of members' email and postal addresses.
Such database is maintained by the Funds' administrator for the purpose of

sending out member communications of this kind;

107.3. in the newspapers listed in Schedule 3 to the settlement agreement, once a

week for a period of two weeks; and

107.4. on Transnet's website and that of the Class Legal Representative for a period

of not less than 30 calendar days.

108. in addition, paragraph 3.2 requires the Class Legal Representative to publish the full
text of the settlement agreement and copies of this application on their website,

www.geysercoetzee.co.za, within three court days of the order being granted.

109. These methods of publication are designed, and are reasonably likely, to bring the
terms of the settiement agreement and the process for objecting to it to the attention
of interested parties. They provide for class members to be directly notified of the
settiement agreement, either through the Class Legal Representative (who acts on
behalf of ali class members who have not opted out) or by way of member
communication. Other interested parties will be infermed of it through publications

online or in widely circulating newspapers.

110. The costs associated with publication are likely to be significant because they provide
for the terms of the settlement agreement and the objection process to be published
widely. Transnet and the Funds will, in terms of paragraph 4 of the notice of motion,
bear most of the costs of publication. The Class Legal Representative is only liable for
the costs associated with publishing the Class Notice and settlement agreement on its

own website and notice boards. WC-L
[ e
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111. In addition, paragraph 9 of the notice of motion provides for the rule nisi order and a
copy of the application to be served on the Minister of Public-Enterprises, the Minister
of Finance and the Business Rescue Practitioner for SAA. As this affidavit addresses
elsewhere, their approval is required before the settiement agreement can be brought
into effect. It is appropriate that they be served with the application, so that they are
apprised of it and can object to it if they do not intend to provide such approvals. In
the absence of objection from them, the Court can infer that such approvals will be

provided in due course.
112. The Funds accordingly seek and support the order sought in the Notice of Motion.

Petrus Johannes Jakobus iviaritz

| hereby certify that the deponent knows and understands the contents of this affidavit
and that it is to the best of the deponent’'s knowledge both true and correct. This affidavit
was signed and swomn to before me at Centurion on this the seventh day of
FEBRUARY 2020, and that the Regulations contained in Government Notice R.1258 of

21 July 1972, as amended by R1648 of 18 August 1977, and as further amended by

(\M.l L“W‘ r 5'1 .,#"i / m/.\"

COMMISSIONER OF OATHS

R1428 of 11 July 1989, having been complied with.

MOETI KANYANE
COLntISSIONER OF OATHS
Praclising Attomey Gauisng
Mboeii Kanyan 3A1t:rgian g
First Fl, Block D, Coiporats Office Perk |
289 Von Willich Ava,
Die Hoews, Centurion, 0157
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BOMNUS SCHEDULE

to an actuarial valuation.

#5. The bonus figures included in this schedule are taken from the annual
actuariat valuations of the Funds or, where such information was not
available or is not apparent from the actuariat valuations, from other

tsupporting documentation provided by the Funds.

SCHEDULE OF BONUS PAVHENMTS MADGE BY THE RESFPECTIVE FUNDS TO
PENSIOMERS
FUND:
i7zts of Borus TPE: Transnat | TPF: SAA |TPF: PRASA
Payment TSDRF Sulbx-Fund | Sub-Fund | Sub-Fund
Dec-18 15.00% 15.00% 8.33% 8.33%
Oct-18 15.00% 15.00%
Apr-18 10.00% 10.00%
Mov-17 10.00% 10.00% 8.33% 8.33%
Jun-17 10.00% 10.00%
iMov-16 11.00% 11.00% 8.33% 8.33%
Jun-16 10.00% 10.00%
Nov-15 8.33% 8.33% 8.33% 8.33%
Apr-15 8.33% 8.33%
Nov-14 8.33% 8.33%
Apr-14 §.33% 8.33%
Nov-13 8.33% 8.33%
Jun-13 8.33%
Apr-13 8.33%
Nov-12 8.33% 8.33%
Feb-12 16.67%
Mov-11 10.00% +-50% +-25% +-50%
Feb-11 8.33%
Nov-10 8.50%
Feb-10 8.30%
Nov-09 7.00%
Nov-08 5.50%
Jul-08 3.00%
Mov-07 1.50%
NOTES:
1. TSDBF Rules amended in 2007 to allow for bonus payments.
12, TPF Rutes amended in 2012 to allow for bonus payments.
3..8.33% = 1 month’s pension (ie. 13th cheque).
t4. The data for Nov 2017 and Apr 2018 has not been verified with reference

[k
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[These Rules have been published as a schedule to Act 41 of 2000

wef 1 Movember 20001

Schedule zmended by

Rule Amendment No 1 published in GN 620 of 13 July 2007, Effective Date 31.03.2007

Rule Amendment No 2 published in GiN 1236 of 24 December 2010; Effective Date 24.12.2010

Rule Amendment No 3 signed on 30.04.2012; Effective Date 30 04. 2012
Rule Amendment No 4 signed on 30 07 2013; Effective Date 30 07. 2013
Rule Amendment No 5 signed on 13.11.2014; Effective Date 13.11.2014
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GENERAL
DEFINITIONS

TRANSNET SECOND DEFINED BENEFIT FUND RULES

GENERAL
DEFNITIONS

GEMERAL

This Fund, established at the commencement date provides benefits exclusively for

Pensioners, Special Pensioners and Beneficiaries to the extent permitted by the Act.
[Rurle 1 substituted by GN 620 of 13 July 2007]

DEFIMITIONS

In these Rules, unless the context otherwise indicates-

2006 Rule Amendment Date means the date which the Minister by notice in the Government

Gazette declares that amendments to these Rules made in 2006 will take effect;
[Dsfnition of ‘2006 Rule Amendment Date’ inserted by GN 820 of 13 July 2007}

actuary means a fellow of any institute, faculty, society or chapter of actuaries appointed in
terms of section 6 of the Act;

Fdmiristraior means any person or legal entity appointed by Transnet to manage and to

attend to the administrative functions of the Fund;
[Definition of ‘Administrator’ inserted by GN 620 of 13 July 2007}

auditor means an auditor registered under the Auditing Profession Act, 2005 (Act 26 of

2005), and appointed by the Board in terms of Rule 8 (3);
[Definition of ‘auditor’ substituted by GN 620 of 13 July 2007]

Beneficiary means a Spouse, a Child, and any person, other than a Pensioner, who
transferred from the Transport Pension Fund in terms of section 14B of the Act and who

received a benefit from the Transport Pension Fund prior to such transfer to the Fund;
[Definition of 'Beneficiary' insertad by GN 620 of 13 July 2007]

Board or Board of Tristees means the Board of Trustees referred fo in rule 5;
[Definition of ‘Board’ substituted by GN 620 of 13 July 2007]

Chii¢d means -
(i) a child born to a Pensioner; or
(it) a child who as at the 2006 Rule Amendment Date was a stepchild or adopted child

of a Pensioner;

and who
(i has survived the Pensioner, and is not more than 18 years of age; or
(i) has survived the Pensioner, and is more than 18 years of age and in respect of

whom it has been demonstrated to the satisfaction of the Board that-

(a) he or she is engaged in full-time tuition at an education institution registered
as such with the Department of Education, since the commencement of such
full-time tuition prior to 18 years of age, and is not more than 26 years of age;

ar

(b} (i) he or she is mentally or physically incapable of supporting him or

3 (\{A\.
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herself; and

(i) in respect of whom the Board has at intervals not exceeding b years
exercised Its discretion to treat him or her as a qualifying Child for the
purposes of these Rules for a period or further period not exceeding
§ years,

and "Children" shall bear a corrasponding meaning.
[Definition of ‘Child Inserted by GN 620 of 13 July 200, subsiituted by GN 1236 of 24 Decamber 2010 and amended wef
13 November 2014]
coramencement gate means the commencement date to be published by the Minister by
natice in the Gazeffe ;

Company ......

[Definition of ‘Compeny’ delsted by GN 620 of 13 July 2007}
Date of Retirernent means the normal retirement date applicable to a Pensioner in terms of
his or her conditions of service as at the date that he or she actually retired from employment

and became a pensioner of the Transport Pension Fund;
{Dafinition of ‘Date of Refirement’ inserted by GN 620 of 13 July 2007]

*Dependant in relation to a Pensioner means-

{iy aSpouse;
(i) acChid;
{Definition of ‘dependant’ substifuted by GN 620 of 13 July 2007}
emplover ......

{Definition of ‘employer’ deleted by GN 620 of 13 July 2007}

Fund means the Transnet Second Defined Benefit Fund established in terms of section 14B of
the Act;
[Definition of "Fund’ inserted by GN 620 of 13 July 2007]

interest means intersst compounded monthly;

Investment Consultzri means a natural or legal person who is appointed to furnish advice to
the Fund on the strategic investment of its assets and the allocation of mandates to Investment

Managers and who performs any other function as the Board may decide;
[Dsfinition vf 'Investment Consultant’ inseried by GN 620 of 13 July 2007}

Investment iianager means a natural or legal person who invests assets of the Fund on its

behalf and in accordance with its instructions;
[Definition of ‘investment Manager' inserted by GN 620 of 13 July 2007]

Niznaging Director ......
[Definition of ‘Managing Director’ deleted by GN 620 of 13 July 2007]

meeting includes an adjourned meeting;

Minister means the Minister of Public Enterprises;
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Pensloner means a pensioner member transferred from the Transport Pension Fund in terms
of saction 14B of the Act and who was employed by or rendered services to Transnet, its
predecessor, or a subsidiary of Transnet prior to receiving a benefit from the Transport Pension

Fund;
[Definition of ‘pensioner’ substituted by GN 620 of 13 July 2007}

Registrar ......
[Definition of ‘Registrar’ deleted by GN 620 of 13 July 2007]

Recognised iiarriage means, in relation to a Pensioner-
(i) a civil marriage or customary marriage or a marriage by refigious rites; or
{ii) a union as defined In the Civil Union Act 17 of 2006 ; or

(i) cohabitation between a Pensioner and another person which the Board in its discretion
has determined to be a Recognised Marriage:

Pravided that any relationship referred to in (i) to (i} which constitutes a Recognised
Marriage, should have existed prior to or at the 2006 Rule Amendment Date and continued to

axist untit the date of death of the Pensioner;
[Definitian of recognised marriage' substiiuted by GN 620 of 13 July 2007}

Rules means these Rules of this Fund;
[Definition of ‘Rules’ inserted by GN 620 of 13 July 2007 and substituled by GN 1236 of 24 December 2010.]

Special Pensioner means a person who, as at the 2006 Rule Amendment Date
fa) was in receipt of a pension and/or other benefit paid by Transnet;

(b) was not entiied to a pension andfor other benefit paid by the Fund, the Transport

Pension Fund or the Transnet Retirement Fund;
[Definition of ‘Special Pensioner' insarted by GN 620 of 13 July 2007]

Spouse means a parson who was a party to a Recognised Marriage with a Pensioner;
[Definition of 'Spouse’ inserted by GN 620 of 13 July 2007]

tire Act means the Transnet Pension Fund Act, 1990 { Act 62 of 1830);

Transnet means Transnet Limited.
[Definition of Transnet' inserted by GN 620 of 13 July 2007}

Transnort Pension Fund means the Fund established in terms of the Act and formerly

known as the Transnet Pension Fund; and
[Definition of Transport Pension Fund', previously ‘Transnst Pension Fund', substituted by GN 620 of 13 July 2007}

The headings to the Rules shall not be taken into account in the interpretation of the Rules. If there is
any inconsistency between the Act and these Rules, the provisions of the Act will prevail. A reference to
the singular shall include the plural and vice versa. Expressions in the masculine shall include the

feminine and vice versa. .
[Text inserted by GN 620 of 13 July 2007}

Mﬁ/
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FUND ORJECT, MEMBERSHIP CONTRIE , TRANSFERS FUND OBJECT, MEMBERSHIP CONTRIB., TRANSFERS
REGISTERED OFFICE REGISTERED OFFICE
BOARD OF TRUSTEES BOARD OF TRUSTEES

3 FUND: OBJECT, MEMBERSHIP, COMTRIBUTIONS AMD TRANSFERS

(1) The Fund to which these Rules apply, is the Transnet Second Defined Benefit Fund
established by section 14B of the Act.

(2) Interms of section 14B (4} of the Act, the Fund is vested with legal personality and is
capable of suing or being sued in its own name and of doing all such things as may be
necessary for or incidental to the exercise of its powers or the performance of its functions

in terms of the Rules.
[Subrule (2) substituted by GN 620 of 13 July 2007}

(3)  The object of these Rules shall be to maintain and regulate a fund, from which benefits to
Pensicners, Special Pensioners and Beneficiaries shall be paid, and for whose benefit this
Fund is established.
[Subrute {3} substituted by GN 620 of 13 July 2007]
(4) Membership shali commence from

(8)  inthe case of a Pensioner, the date of transfer of the Pensioner from the Transport
Pension Fund in terms of section 14B of the Act; and

(b} in the case of a Special Pensioner, the date with effect from which he or she first

became entitled to a pension from this fund in terms of these Rules.
[Subrule (4) subslituted by GN 620 of 13 July 2007]

(5) No Pensioner, Special Pensioner or Beneficiary shall cantribute to this fund: Provided that
Transnet, if the Board of Trustees deems this necessary after consultation with the
actuary, shafl contribute to the Fund.

Subrule (5) substituted by GN 620 of 13 July 2007]
(6) The Fund shall have the power to receive transfer values of pensioners from Transport

Pension Fund.
[Subruie (6) substituted by GN 820 of 13 July 2007f

4 REGISTERED OFFICE

The registered office of the Fund shall be at such address as the Board of Trustees may

decide, notification of which must be given to the Minister.
[Rule 4 substituted by GN 620 of 13 July 2007]

5 BOARD OF TRUSTEES

(1) The Board of Trustees shall comprise four trustees and their alternates appointed by
Transnet and four trustees to be elected and appointed by the Pensioners,
Dependants and Special Pensioners from amaongst the Pensioners in accordance

with rule 32 ('Pensioner-elected Trustees').
[Subrule (1) substituted by GN 1236 of 24 December 2010 and further amended 30.04.20712f
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DISQUALIFICATION AND TENURE

The Board of Trustees shall cantrol the Fund.
Transnet shall appoint a chairperson for the Board who shall not be a trustee.

Subject to there being sufficient members to form a quorum as laid down in rule 7
(5}, the Board of Trustees shali be entitled to function notwithstanding the existence
of any vacancy.

The duty of the chairperson, members of the Board of Trustees and their alternates
towards the Fund shall be of a fiduciary nature and they shall, when acting in such
capacities, act only in the interests of the Fund, to the exciusion of all other
considerations or objectlves. The chairperson, members of the Board of Trustees
and their alternates shall also act in good faith towards ali of the stakeholders in the
Fund including Pensioners, Benaficiaries, Special Pensioners and Transnet.

The members of the Board of Trustees shall conduct themselves, at meetings of the
Board, in a responsible manner that is in harmony with their status as members of
that Board. Should a member of the Board act in breach of this requirement, the
Board may, by a majority vote of at least two thirds of the members of the Board of
Trustees present at the meeting at which such breach occurs, require the person
concerned to [eave the meeting or take such other decision or action as may, in the

circumstances, be necessary.
{Rufe 5 substituted by GN 620 of 13 July 2007}

6 DISQUALIFICATION 4D TERURE OF OFFICE OF BO~ARD WMEIMBERS

(1

Any of the following persons shall be disqualified from being appointed or acting as
the Chairperson or a member of the Board:

{a) & minor or a person that is certified as mentally ill, or who is physically or
otherwise incapable of acting;

{b)  aperson whose estate is sequestrated, surrendered or assigned in favour of
his or her creditors and has not been rehabilitated by a court;

{c) aperscn who has been convicted by a court of law of theft, forgery or fraud or
a similar offence involving dishonesty and has not been pardoned or granted
amnesty for that offence;

{d) a person who has been previously expelled from this Board or any other
position of trust as a result of misconduct, or on account of not being a fit and
proper person {o occupy such a position;

fe} a person who has previously displayed dishonesty or conduct which, in the
opinion of the Board and the Electoral Officer, indicates that he or sheis not a
fit and proper person to occupy a position of trust;

 al
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MEETINGS OF BOARD

{1 a person who Is in a position in which his or her interests (other than as a
Member of the Fund), and/or the interests of a third party are fikely to confllct
with his or her duties to the Fund; and

{g) aperson who in the opinion of 76% of the members of the Board of Trustees
is not a fit and proper person to occupy the position.

A Dependant or Special Pensioner is not eligible to be nominated for elaction, or to
stand for election, as a Pensioner-elected Trustee or his or her alternate

The chairperson or a member of the Board shall cease to hold office upon-
(a) resignation from the Board;
(b) disqualification in terms of subruie {1); or

fcj  termination of appointment by Transnet in the case of those Trustees who are
not Pensioner-elected Trustees.

A Pensioner-elected Trustee will remain In office for a period of not more than five
vears but will be eligible for re-election, subject to the terms of subrule (1), on the
expiry of his or her period of office.

[Rule 8 amended by GN 620 of 13 July 2007, substiluted by GN 1238 of 24 December 2010 and further amended on

30.04.2012)
T WIEETINGS OF BOARD OF TRUSTEES

(1} The Board shall meet at least every quarter and at such other times as the Board
may decide.

(2) The Board shall at the last meeting of every year determine the dates for the
quarterly meetings to be held in the forthcoming year.

{3) A special meeting shall be called at any time on the instruction of the Chairperson or
at the written request of any three members of the Board.

(4) The Chairperson, when unable to altend any meeting, shali appoint an Acting
Chairperson for that meeting, or failing such appeintment, the Board of Trustees
shall appoint an Acting Chairperson.

) The majority of the members of the Board shall constitute a quorum for a meeting of

(6)

(7

the Board.

A decision by a majority of the members of the Board present at 2 meeting of the
Board shall constitute a decision of the Board.

Decisions of the Board shall be taken by a show of hands or, if so required by any
member of the Board present at the meeting, by ballot.
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MINUTES MINUTES
POWERS OF BDARD POWERS OF BOARD
(8) The Chairperson shall not have a deliberative vote.
(9) The Chairperson shall have a casting vote, which may be exercised in the event of

an equality of votes.

(10) If there is no quorum at a meeting of the Board within thirty (30) minutes after the
time fixed for its commencement, the mesting shall adjourn for a period of not less

than two weeks and not more than four weeks,
[Subrule (10) substituted by GN 620 of 13 July 2007}

(11) At such adjourned meeting the members present shall form a quorum.

(12) With the consent of the chairperson, 2 decision may be taken by the members of the
Board of Trustees by "round robin" resolution provided that every board member
who is in the Republic of South Africa at the time exercises a vote in respect of that

decision and the decision is noted at the next maeting of the Board,
{Subrule (12} inserted by GN 620 of 13 July 2007]

8 HINUTES

(1 The Board shall record the minutes of all its meetings.

(2) Such minutes, if signed by any person purporting to be the Chairperson of the
meeting to which it relates, shall be regarded as a true record of the praceedings of
that meeting.

g POYERS OF BOARD OF TRUSTIEES
(1) The Board may prescribe the manner in which the award of benefits shall be

considered by the Fund.

{2) The Board may take any action (inciuding the control of the finances and the
administration of the Fund) not specifically provided for in these Rules that may be
necessary to achieve the objects of the Fund provided that such action is not

inconsistent with the Act or these Rules.
[Subrule (2) substituted by GN 620 of 13 July 20077

(&) The Board shali appoint an auditor for the Fund and the contract effecting the
appointment may be terminatec by notice duly given by either party.

(4) The Board shall appoint-

(a) an Executive Committee which shall consist of 2 minimum of-
(i) a chairperson appointed by the Board;
(i) the principal officer of the Fund; and

(iii} two other people appointed by the Board wha may be, but need
not be, members of the Board of Trustees: or



TRANSNET SECOND DEFINED BENEFIT FUND RULES 7

MINUTES MINUTES
POWERS OF BOARD POWERS OF BOARD

(iv) alternates to the trustees in (i) to (iii) above, which alternates
must themselves be members of the Board:

(b) an Investment Committee which shall consist of a minimum of-
(i) a chairperson appainted by the Board;
(ii) the princlpal officer of the Fund; and
(iii) two other people appointed by the Board who may be, but need

not be, members of the Board of Trustees; or

{iv} alternates to the trustees in {i) to (ili} above, which alternates

must themselves be members of the Board.
[Subrule (4) substituted by GN 620 of 13 July 2007 and by GN 1236 of 24 December 2010.]

(5) The Board has the discretion to delegate to another person or body selected by it
such powers and functions as it may determine but this does not mean that the
Board does not retain its averall responsibility for the exercise of those powaers and

the fulfilment of those functions.
[Subrule (8) inserted by GN 620 of 13 July 2007]

(6) Transnet must appoint the first Investment Consultant appointed after the 2008 Rule
Amendment Date and shall pay the fees of that Consultant for the period of that
appointment. Any appointment of an Investment Consultant thereafter must be

made by the Fund at its expense.
[Subruie (6) inserted by GN 620 of 13 July 2007]

{1 The Board shall determine the investment policy of the Fund and shall review, and if
necessary, revise it at intervals of not more than three years. The Board shall also
determine the strategy of the Fund after taking intc account the recommendation of
the Investment Committee and review, and, if necessary, revise it at intervals of no
more than 12 months. Provided that the Board's decisions on the investment policy
and strategy of the Fund will be of no force ar effect unless-

(i) the actuary has in writing declared that it is suitable for the Fund: and

{ii) Transnet has in writing approved it.
{Subruia (7) inserted by GN 620 of 13 July 2007}

(8) The investment policy of the Fund may not be changed without the approval of the
actuary and Transnet: Provided that if within 60 days of the date on which the
proposed new investment policy Is in writing submitted to Transnet for consideration
Transnet does not in writing indicate whether or not it has approved or rejected the

proposed new investment policy, it will be deemed to have approved it.
[Subrule (8) inserted by GN 620 of 13 July 2007)

10 (\ﬁ;#;/
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10 EXECUTIVE COrIMITTEE

The Executive Committee shall-

{a) deal with ali disputes in respect of benefits;
{Para. {a) substituted by GN 620 of 13 July 2007}
(b)  authorise the payment of benefits to a guardian of a miner or to a curator of a person
under legai disability; and

(¢}  perform any other duties prescribed by the Board.

k] IMVESTHEMT COMMITTEE
(1)  The Investment Committee shall-

{a) after taking advice on the matter from the Investment Consuitant and after taking
into account the characteristics and circumstances of the Fund, formulate a
proposed Investment policy and strategy for the Fund, including a proposal in
regard to the appointment of an Investment Manager or Investment Managers, for
consideration by the Board. Provided that such investment strategy may not
provide for the investment outside of the Republic of a greater percentage of its
assels than that which a pension fund registered in terms of the Pension Funds
Act, 19586 (Act 24 of 1956 )} may so invest:

b} subject to rule 9 (7)-
(i) implement or procure the implementation of the policy and strategy;
(i) monitor the performance of the Fund's investments; and

(it} review, and, when it believes it to be appropriate, recommend changes to the
Fund's investment policy and strategy;

{c) submit reports on the investments to the Board at such intervais and in such form

as the Board may prescribe; and

{d) keep complete accounts, records and minutes of all actions taken in the

performance of its functions and the exercise of its powers.

(2) The investment Committee may, for the purpose of subrule (1) or subrule (4), make use
of the services of Investment Managers.

(3} Any security belonging to the Fund and held by it or an Investment Manager on its
behalf shall be kept in safe custody in the safes or strongrooms at the registerad office
of the Fund or at any bank or building society approved by the Board or in the safe
custody of the Fund's approved custodian/s.

{4) Subject to subrule (1) the Investment Committee shail have the power to do anything
relating to the making of investments or the protection of investments which in its
opinion is to the best advantage of the Fund-

11 (\:‘; M
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ADMINISTRATOR AND PRINCIPAL OFFICER ADMINISTRATOR AND PRINCIPAL OFFICER

12

(a) to enabie the Fund to meet its current and future liabilities;
(b} without limiting subrule (4) (a) , to reduce investment risk;
(c) without limiting subrule (4) (a) , to ensure efficient portfolic management;

(d) tofacilitate the discharge of its functions in terms of subrules (1)(a), (4)(a), (4)(b) or
(4)(c)

{5) All actions taken by the Investment Committee must be consistent with the investment
policy approved in terms of rules 9 (7) and (8) and any diversion from this investment
policy must therefore be approved by the Board of Trustees in terms of rules 9 (7) and

(8).

[Rude 11 substituted by GN 620 of 13 July 2007]

ADWMIMISTRATOR AMD FRINCIPAL OFFICER
[Heading substituted by GN 620 of 13 July 2007}

(1) Transnet shall appoint the Administrator and the principal officer of the Fund and

may, at any stage, terminate such appointments. The costs of the principal officer

shall be borne by Transnet.
[Subrute (1} substituted by GN 620 of 13 July 2007]

(2) Should the principal officer be absent from the Republic for mare than thirty days or
be otherwise unable to fulfil his or her functions, Transnet shall appoint another
person to act as principal officer for the pericd of such absence or inability and shall
advise the Board of the appointment.

[Subrule {2) substituted by GN 620 of 13 July 2007]

{3) The principal officer shall have power-

{a} to open a banking account in the name of the Fund;
[FPara, (a} substiuted by GN 620 of 13 July 2007]

(b} with the approval of the Board or any sub-committee thereof including the
Investment Committee and the Executive Committee, to enter into and

sign any contract on behalf of the Fund;
{Para. (b}, previously para. (d) defeled and subsiituted by GN 620 of 13 July 2007}

{c} with the approval of the Board or any sub-committee thereof Including the
Investment Committee and the Executive Committee to institute or defend
any lega! proceedings by or against the Fund and to instruct a legal
représentatlve with regard to such proceedings;

[Parn. (c) , previously para. (e) deloted and substituted by GN 620 of 13 July 2007]

(d) to procure the execution of the decisions of the Investment Committee by

the Investment Managers or any other person or body authorised to

execute those decisions; and
{Pare. (d} , previously para. (g) renumbered and substituted by GN 620 of 13 July 2007

Vind
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APPOINTMENT OF SECRETARY

DUTIES OF 5ECRETARY

(e} to procure the execution of the decisions of Board and the Executive
Committee by the Administrator or any ather person or body authorised to

execute those decisions.
[Para. (e} , previously para. (h) renumbered and substituted by GN 620 of 13 July 2007]

...
[Para. () deleted by GN 820 of 13 July 2007]
(G)......
[Para. (g) renumherad fo para. (d) by GN 620 of 13 July 2007}
...
[Para. (h) renumbered to para. (e} by GN 620 of 13 July 2007}
[Subrule (3) amended by GN 620 of 13 July 2007]

(4) The Administrator shall have the power as the agent of the Fund and subject to any
terms and conditions set out in any agreement concluded between it and the Fund
to-

(a) to operate a banking account in the name of the Fund;

(b) to receive and administer the moneys of the Fund required to meet current
expenses,

{c) with the approval of the Board to borrow money from any source and to
obtain an overdraft from a bank or building society;

{d) to exercise such powers as it may be given and to fulfil such functions as it

may be required to fulfil in terms of any agreement between it and the

Fund.
[Subrute {4) inserfed by GN 620 of 13 July 2007]

APPORTWHEMT OF SECRETARY

The principal officer shall appoint the secretary of the Fund and may, at any stage, terminate
any such appointment. The cost in respect of the remuneration of the secretary shall be borne

by Transnst.
[Rule 13 substituted by GN 820 of 13 July 2007}

DUTIES OF SECRETARY
The Secretary shall-

(a) keep all documents relating to the business of the Fund in safe custody, except
those which are prescribed by law to be kept by any other person;

(b} submit to the Board all matters and documents received;
[Para. {b) substitutet by GN 620 of 13 July 2007]

(c} receive notices of matters to be considerad by the Board;

13 ,\}K",
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CONFDENTIALITY
INDEMNIFICATION AND INSURANCE
ADMINISTRATION EXPENSES
ACCOUNTS, AUDIT AND ACTUARIAL VALUATION
{d) convene all meetings of the Board, Executive Committee and Investment
Committee;
{e) record the minutes of the proceedings of all meetings of the Board, Executive

Committee and Investment Commitiee;

(h circulate copies of all minutes of the Board to all members of the Board; and
{g) perform such other duties as the Board may from time to time prescribe.
CONFIDEMTIALITY

TFhe Chairperson, members of the Board and thelr alternates, and all persons engaged in the
administration of the Fund, shall treat alf matters and information that relate to the Fund as
confidential.

IMDEMMIFICATION AMD [MSURAMCE

(1) The Fund shall indemnify the chairperson, members of the Board and their
alternates, the principal officer and the secretary against all costs and axpenses
fncurred by reason of any act carried out in good faith in the performance of thelr
duties in connection with the Fund.

(2) The Board shall insure the Fund against losses due to dishonesty, negligence and

fraud of officials of the Fund including members of the Board.
[Rule 16 substituted by GN 620 of 13 July 2007}

ADEIMISTRATION EXPENSES

Transnet shall pay to the Fund annually all expenses In connection with the administration of
the Fund subject to the condition that such expenses have been provided for in an annual

budget prepared by the Fund and approved by Transnet.
{Rule 17 substituted by GN 620 of 13 July 2607}

ACCOUNMTS, AUDIT AD ACTUARIAL VALUATION

(1)fa) The Board shall keep such accounts, entries, registers and records which are
essential for the proper functioning of the Fund.

(b}  The accounts shall be prepared in the format prescribed in terms of legisiation
applicable to retirement funds not established by law and shall be balanced at the

end of each financial year and shall be sudited by the auditor.
[Para. (b) substituled by GN 620 of 13 July 2007]

{c}  The Board shall, at the end of the financial year, submit to Transnet-

{i an annual report on all matters relating to the Fund; and

14 [\ﬁﬂ,
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UNSOLND FINANCEAL POSITION

(ii) the financial statements pertaining to the Fund.
[Para. {c} substituted by GN 620 of 13 July 2007}

The auditor shall have access to all books, vouchers, accounts and documents of
the Fund.

When an audit report reflects that the Fund's accounts are not managed on a sound
financial basis, the Board shall inform the Minister.

The financial year of the Fund shall be from 1 April up to and including 31 March of
the following year,

The Board shall cause accurate records to be kept to enable the actuary to make an

actuarial valuation at any time.
{Para. (a} substituted by GN 620 of 13 July 2007]

The Fund shall be valued by the actuary at intervals of not more than three years, in
the discretion of the Minister, io determine whether the Fund is in a financial position
to pay the benefits provided for in these Rules and the actuary shall submit the
report of the valuation to the Minister, the Minister of Finance, Transnet and the

Board.
{Para. (b) substituled by GN 820 of 13 July 2007}

UMSOUMD FIrANCIAL POSITIONM

M

(2)

(3)

(4)

When an actuarial report referred to in rule 18 (2) (b} indicates that the Fund is notin
& financlally sound pesition, the Minister, with the concurrence of the Minister of
Finance, may direct the Board to submit a schedule setting out arrangements
designed to restore the fund to a financially sound position within three months from
the date of receipt of such diraction, together with a report thereon by the actuary.

When any audit or actuarlal report Indicates a deficiency in the Fund, the Board
shall, within three months from the date of such report, submit a scheme to the
Minister and the Minister of Finance seltting out the arrangements which have been
made or which It is intended to make to eliminate the deficiency, together with a

report therecn by the actuary.

If the Minister and the Minister of Finance are satisfied that the arrangements
referred to in sub rula (1) or (2) should suffice to accomplish the objects of this rule,
the Minister with the concurrence of the Minister of Finance shall approve the

scheme.
[Subrufe (3} substituted by GN 620 of 13 July 2007]

The Minister, if not satisfied with such arrangements, shall, in cancurrence with the
Minister of Finance, request the Board to make such amendments to the scheme, or
to submit a new scheme, and the Board shall, within a period prescribed by the
Minister, which is not less than 30 days from the date of the raquest, furnish the
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APPEALS

{5)

(6)

TRANSNET SECOND DEFINED BENEFIT FUND RULES

AFPEALS

Minister and the Minister of Finance with a report on stich amendments or such new
scheme and a report by the actuary, and the provisions of subrule (3) shall apply to
any such amended scheme or new scheme which the Board may submit.

The Board shall carry out the terms of any scheme approved by the Minister under
this rule: Provided that-

{a) the Minister may, with the concurrence of the Minister of Finance, permit
the Board to amend such scheme from time to time;

{b) if any information submitted to the Minister during the currency of such
scheme indicates, In the opinfon of the Minister, that the scheme is
uniikely to accomplish the objects of this rule, such approval of the
scheme may be withdrawn, and the Board shall, within three months
thereafter, prepare a further scheme to which the provisions of this rule
shall apply with the changes required by the context; and

(c) if, in the opinien of the Minister of Finance, the financial condition of the
Fund is no [onger unsound, the former shall inform the principal officer to
that effect and, on receipt of such cammunication, the obligations of the

Fund in respect of that scheme shall terminate.
[Para. (c} substituted by GN 620 of 13 July 2007]

If the Minister, in concurrence with the Minister of Finance, is of the opinion that the
Fund is in such an unsound financial condition that any scheme contemplated in this

ruie would be ineffective, impracticable or unsatisfactory, the Minister may-

(a) apply to the court for an order directing that the provisions of these Rules
relating to the appointment, powers, remuneration (if any) and remaval
from office of the person managing the business of the Fund, or relating to
such other matter as he or she may regard appropriate, be altered in a
manner to be specified in such application, or directing that the whole or

any part of the business of the Fund be wound up; or
{Para. (a) substituled by GN 620 of 13 July 2007}

(b} call on a guarantee to be furnished by Transnet to place the Fund in a

financially sound condition on terms specified by the Minister.
{Para (b) substituted by GN 620 of 13 July 2007]

APPEALS

(0

If a person is dissatisfied with any decision of the principal officer or Administrator

such person shall have a right of appeal to the Executive Committee.
[Subruta (1) substituted by GN 620 of 13 July 2007}
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DISPOSITION OF PENSION BENEFITS ON-DEATH OF BISPOSITION OF PENSION BENEFITS ON DEATH OF
PENSIONEP PENSIONER
PENSION BENEFIETS PENSION BENEFTS
DEATH DF PENSIONER DEATH OF PENSIONER
{2) If a person is dissatisfied with a decision of the Executive Commitiee, inciuding a
decision on appeal in terms of subrule (1), such person shall have a right of appeal
to the Board.
{3) The decision of the Board on any such appeal shali be final and binding on the
parties.

21 DISPOSITION OF PEMSION BEMEFITS OM DEATH OF PEMSIOMER

(1) No benefit will be paid to a Child or Spouse unless within 12 months of the date upon
which notice of the death of the Pansioner was received in writing by the Fund the

benefit has been in writing claimed for him or her.
[Subruie (1) substituted by GN 820 of 13 July 2007]

(2) For the purposs of this rule a payment by the Fund to a trustee contemptated in the
Trust Properly Control Act, 1988 ( Act 57 of 1988 ), for the benefit of a person

contemplated in these Rules shall be deemed to be a payment to such person.
[Subrule (2) substituted by GN 620 of 13 July 2007}

22 PENMSION BENEFITS

(1) The pension payable to a Pensicner or Beneficiary shall be the pension to which he
or she was entitled immediately prior to the 2006 Rule Amendment Date increased
from time to time as may be determined in terms of rule 24.

(2) Subject to rule 21 (1), a Spouse or Child shall be entitied to a benefit as determined
in terms of rule 23 with effect from the first day of the month following the date of
death of the Pensioner increased from time to time as may be determined in terms

of rule 24.
[Ruie 22 substituted by GN 620 of 13 July 2007]

23 DEATH CF PEMSICHER

(1} Upon the death of a Pensioner there shali be paid to the Dependant or Dependants
a benefit provided for in this sub rule in relation to the particular class of Dependant.

(2) In refation to the death of a Pensioner whe was a female Pensioner, no benefit is
paid ta her Dependants if-

(a) such Pensioner had retired before 1 January 1991; and

(b} such member while a member of the Transport Pension Fund elected on
or hefora 1 January 1881 to exclude her Dependants from receiving any
benefit upon her death.

. -
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PENSIONER
PENSION BENEFITS
DEATH OF PENSIONER

3)

(4)

5

(6)

N

&)

(9)

(10)

TRANSNET SECOND DEFINED BENEFIT FUND RULES

PENSIONER
PENSION BENEFITS
DEATH OF PENSIONER

Subject 1o rule 22, the aggregate of the benefit payable to Spouses and Children in
terms of these Rules shall not exceed 70% of the benefit that was payable to the
deceased Pensioner at the date of his or her death, or such adjusted benefit as
determined in terms of rule 23A, as the case may be.

In the event that there is only one Spouse and no Children, such spouse shall
receive 70% of the benefit that was payable to the deceased Pensioner at the date
of his or her death, or such adjusted benefit as determined in terms of rule 23A, as
the case may be.

In the event that there is more than one Spause and no Children, each Spouse shall
receive an equal share of the total benefit referred to in rule 23(3}.

in tha event that there is one Spouse and Children, the Board shall have the
discretion to distribute the amount of the benefit referred to in rule 23(3) between
such Spouse and such Children as the Board may deem fit.

In the event that there is more than one Spouse and Children, the Board shall have
the discretion to pay such benefit as is referred to in rule 23(3) to any one of the
Spouses or to all of the Spouses in the proportion as the Board deems fit subject to
the Board's further discretion to pay all of such benefit or a portion thereof io some
or ail of the Children in such proportions as the Board deems fit.

In the event that there is no Spouse who is entitled to a benefit but only a Child or
Children at the date of death of the Pensioner, the total benefit payable to such Child
or Children in terms of these Rules shall not exceed 56% of the benefit that was
payable to the deceased Pensioner at the date of his or her death. In this event the
Board has the discretion to aliocate the total benefit or a part thereof in terms of this
sub rule in such proportions as the Beard may deem fit for the benefit of all or only
one or more of such Chiidren as the Board may deem fif.

The Board may in its discretion pay any benefit allocated to those Children,
individually or as a group into a trust as contemplated In the Trust Property Control
Act. 1988 {Act 57 of 1988) for the benefit of such Children and it shall be deemed to
be a payment to such Children.

in the event that a benefit is payable to a Pensioner or Beneficiary in the month in
which he or she dies, but has not been paid bsfcre his or her death, the benefit
payable in respect of that month will be paid o the estate of the deceased Pensioner
or Beneficiary and thereafter there will be no further amount payable in respect of

him or her.
{Rule 23 substitited by GN 620 of 13 July 2007}

Although GN R620 of 13 July 2007 amended the various subrules, the rule was effectively substituled in its entirely.
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CALCULATION OF BENEFT
ANNUAL INCREASE

23A

24

TRANSNET SECOND DEFINED BENEFIT FUND RULES

CALCULATION OF BENEFIT
ANNUAL INCREASE

CALCULATIOi! OF BENEFIT

Mm

2)

(3

(4)

Subject to the provisions of subrule (4), if the Pensioner had retired on attaining the
Date of Retirement, the benefit payable in terms of these Rules to all Beneficiaries
after the death of the Pensioner shall not exceed in aggregate 70% of the benefit
which was payable to the deceased Pensloner on the date of his or her death.

Subject to the provisions of subrule (4), if the Pensioner had retired before attaining
the Date of Retirement, the total benefit payable in terms of these Rules to all
Beneficiaries, Spouses and Children shall not exceed in aggregate an amount
calculated by multiplying 70% of the benefit which was payable by this Fund or the
Transport Pension Fund, whichever is applicable at the date of the death of the
Pensioner by the factor which is arrived at by dividing the sum of the total of service
and the number of years service that the Pensioner could have still rendered from
the date of his or her death to the Date of Retirement by the pensicnable service.

Subject to the provisions of sub rule (4), if the deceased Pensioner to whom a
benefit was paid by this Fund and/or the Transport Pension was paid due to
dismissal after the completion of 20 years of service with Transnet, its predecessor
or a subsidiary of Transnet, the benefit referred to in sub rule (1) is payable.

(a) Where the age difference between the Pensioner and the Spouse is not
more than five years and where a Recognised Marriage has been entered
into by the Pensioner subsequent to retirement but before the 2006 Rule
Amendment Date, the benefit determined in subrules (1) or (2), as the
case may be, shall be payable.

{b) Where the age difference between the Pensioner and the Spouse is more
than five years and where a Recognised Marriage has been entered into
by the Pensioner subsequent to retirement but before the 2006 Rule
Amendment Date, the benefit as determined in subrules (1) or (2), as the
case may be, is adjusted by multiplying the benefit by a factor that is
arrived at by dividing the age of the Spouse by that of the Pensicner, as at
the date of death of the Pensioner, provided that the benefit shail not

sxceed the benefit as determined in sub rules (1) and (2).
[Rule 234 inserted by GN 620 of 13 July 2007}

ANNUAL IWCREASE

The pension received by a Pensioner or Beneficiary immediately before each anniversary of

the date on which the pension commenced shall be increased by 2% on that anniversary:

Provided that in the case of a Beneficiary, the anniversary date shall be the anniversary of the

date on which the pension first became payable to the Pansioner from whose membership the

Beneficiary's ciaim is derived.

[Rufe 24 subslituted by GN 620 of 13 July 20077
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PAYMENT TO OTHER PERSON
PAYMENT TO ESTATE
PENS!ONER RE-EMPLOYED
PAYMENT OF PENSIONS

25

26

27

28
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PAYBMENT TO GTHER PERSON
PAYMENT TC ESTATE

PENSIONER RE-EMPLOYED
PAYMENT OF FENSIONS

PLYMENT TC PERSO OTHER THAM BEMNEFICIARY

The Board may if it is satlsfied, after having considered a report by two medical practitioners,
that any Beneficlary, Special Pensioner or Pensioner to whom any amount is payable under
these Rules is, by reason of a mental condition, unable to manage his or her own affairs,

arder-

(a) That such amount be paid to some other person upon such conditions as the Board
may determine as to its administration for the benefit of the Beneficlary Special
Pensioner or Pensioner; ar

(b) That a portion of such amount be paid to the Beneficiary, Special Pensioner or

Pensioner, and that the balance be pald, In the order of preference laid down in rule
23 to the persons mentioned in that paragraph who are dependent upon the
Beneficiary, Special Pensioner or Pensioner or to some other person upon such
conditions as the Board may determine as to its administration, in accordance with
the said order of preference, for the benefit of any such person or that the balance
be partly so paid to any such person and partly to such other person upon the said
conditions: Provided that no such order shall be made in respect of a Beneficiary,
Special Pensioner or Pensioner, for tha administrator of whose estate a curator
bonis has been appointed and that any such order shall lapse if a curator bonis for
the administration of the estate of the Beneficiary, Speclal Pensioner or Pensioner

concernad is appointed.
{Rule 25 substituted by GN 620 of 13 July 2007]

PAYMENT TO ESTATE

When the amounts referred to in rule 23 have been paid to any person mentioned therein
other than the person lawfully administering the estate of a deceased Pensioner, no such
amount shall be desmed to form part of the estate of the deceased Pensioner and there will
be no further claim against either Transnet or the Fund in terms of that rule.

{Rule 26 substifuted by GN 620 of 13 July 2007].
PROVISIOW IN CASE OF PENSIONER “WHG IS RE-EiiiPLOYED

if a person has been granted a pension under these Rules ar appropriate provisions that
preceded these Rules and is thereafter re-employed, such member shait continue to receive

the pension being paid.
[Rule 27 substituted by GN 620 of 13 July 2007}

PAYWENT OF PEMSIONS

{1) The Board shall arrange for the monthly amount of a pension to be credited ta an
account in the name of the Pensicner, Beneficlary or Special Pensioner at 2 bank to

(-
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PAYMENT OF INTEREST PAYMENT OF {NTEREST

be nominated by the Pensioner, Beneficiary or Special Pensioner, as the case may

be.

{2) {a) Where exceptional circumstances prevail, the Board may arrange for the
payment of pensions by means of pension warrants, the encashment of
which shall be subject to such condition as the Board may prescribe and
which shall be reflected on the warrants.

(b) The payment of a pension by means of warrants shall be made monthly
and not earller than a date to be determined by the Board, which date shall
be reflected on the warrants.

(3) In the case of a pension payable to the Master of the High Court for deposit in the

Guardian's Fund on behalf of a person entitled to that pension, the Executive
Committes may waive compliance with all or any of the requirements prescribed in

sub rufe (2}.
{Rule 28 substituted by GN 620 of 13 July 2607]

23A PAYMENT OF INTEREST

{1) The Fund must pay to a2 Pensioner, Beneficiary, Dependant or Special Pensioner
interest on the amount of any benefit payable to him or her in respect of the period
commencing 60 days after the date on which all conditions for the payment of the
benefit have been fulfilled and ending on the date of payment of the benefit.

(2) The conditions for payment contemplated in subrule (1) above include, but are not
limited to-

(a) the receipt by the Fund of such information as it may require for the
purpose of determining the amount of the benefit to be paid after the
deduction of amounts which may be deducted in terms of the Act and
these Rules including, but not limited to-

()  such directive from the SA Revenue Service as may be required for
the purpose of determining the tax, if any, to be deducted from the
amount of the benefit;

(i)  proof of amounts deductible from the benefit and payable to the
former spouse, housing finance provider or former employer of the
Pensicner, Beneficiary, Dependant or Special Pensioner, as
applicable; and

{b) the receipt by the Fund of the information reasonably required by it for the
secure payment of the benefit into the bank account of the Pensioner,
Beneficiary, Dependant or Special Pensioner, as the case may be.

(3) The rate at which interest will be payable in terms of this Rule wiil be determined
from time to time by the Board after they have taken into account all relevant factors

21 {\:&L
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MINIMUM PENSION PAYMENT

29

30

TRANSNET SECOND DEFINED BENEFIT FUND RULES

MINIMUM PENSION PAYMENT

including, but not limited to the rates of return earned on the investment of the

unpaid benefits over the period in respact of which the interest is payable.
[Rula 28A inserted by GN 1236 of 24 December 2010.}

TRANSFER OF LIABILITIES Ii! RESPECT OF SPECIAL PENSIONERS

(1)

(@)

(3

Subject to the Act and the approval of Transnet and the Board of Trustees the Fund
may accept the obligation to pay a pension and/or other benefit to a Special Pensioner
from date of acceptance to the date of his or her death in an amount not less than the
amount of the pension and/or benefit enjoyed by him or her immediately before the date
of acceptance, provided that there is paid to the Fund an amount equal in vaiue to the
actuarial value of the Fund's liability to pay the pension and/or other benefit until the
date of his or her death determined on a basis agreed between the Fund's actuary and
an actuary appointed by Transnet or, failing such agreement, on a basis determined by
an actuary appointed for this purpose by the president for the time being of the Actuarial
Society of South Africa.

Following the acceptance of the obligation in terms of rule 29(1), the Special Pensioner
wilt be entitied to recaive from the Fund a pansion and/or other beneflt equal to the
pension and/or other benefit he or she received immediately before the transfer and will
have no claim to a pension and/or other benefit from Transnet.

By agreement between the Fund and Transnet, the pension and/or other benefit
payable to a Special Pensioner in terms of rule 28(2) may be increased as

contemplated in rule 24, with any changes required by the context.
{Rule 29 inseried by GN 620 of 13 July 2007]

HilNEAURS PENSION PAYBENT

(1)

(5)

3

Subject to the approval of Board of Directors of Transnet, the Fund may determine a
minimum pension which shall be payable to a Pensioner, Special Pensioner or
Beneficiary, as the case may be, multiplied, in the case of a Beneficiary, by the same
proportion that was used to determine the Baneficiary's pension as a proportion of the
Pansioner's pension from whose membership the Beneficiary’s pension is derived.

The Fund may in terms of subrule (1) determine a different minimum pension in respect
of Pensicners, Specla! Pensioners andfor Beneficlaries. A minimum pension may be
determined in respect of only one or more of these categories of persons and if a
minimum pension is determined in respect of one category, this will not entitle any
person falling within a different category to the same or a different minimum pension.

The determination of a minimum pension to be paid to persons falling within a category
in any one year will not mean that the Fund is required to determine a higher minimum

pension to be paid to such persons in any subsequent year.
[Rule 30 inserled by GN 820 of 13 July 2007}
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BONUS PAYMENTS

ELECTION PENSIONER TRUSTEES
BONUS PAYMENTS
N If, in the opinion of the actuary, the value of the Fund's assets is in excess of the

value of its actual and contingent liabilittes as determined I_ny the actuary, the Board
may, with the approval of the Board of Directors of Transnet, use part of the surplus
to grant a once-off bonus to each Pensioner, Special Pensioner and/or Beneficiary.

{2) Different bonuses may be granted to different categories of Pensioners, Special
Pensioners and Beneficiaries and a bonus may be granted only to a category of
Pensioners, Special Pensioners or a category of Beneficiaries,

(3) The payment of a bonus to one category of Pensioners, Special Pensioners or
Beneficiaries wili not entitle any person falling within a different category of
Pensioners, Speclal Pensioners or Beneficiaries to an equivalent bonus.

{4) The payment of a bonus to a Pensioner, Special Pensioner or Beneficiary in any one
year will not entitle that Pensioner, Special Pensioner or Beneficiary to an equivalent

bonus or any bonus at all in any subsequent year.
[Rule 31 inserted by GN 820 of 13 July 2007]

THE ELECTICH OF PEMSIOMER TRUSTEES TO THE 30ARD OF TRUSTEES
(1) Appointment of the Independent Electoral Officer

(a) The Board must appoint an independent elactoral officer (which may be a
natural or juristic person) to:

(i}  oversee the nomination and election of pensioner-slected trustees
in accordance with the Rules;

(i}  ensure that it is conducted in a manner that is free and fair;

(i) dealwith all complaints and objections that may be raised in relation
to the nomination and election process, provided that such
complaints and objections wili not necessarily invalidate or delay
the nomination and election process unless the Fund resclves
otherwise; and

{(iv} issue a report to the Board after of [sic] the conclusion of the
election process.

{(b) The Board must determine the process to be followed in appointing the
independent electoral officer.

(2) Eligibility to stand for election

{a) The nomination of any person disqualified from being appointed in terms
of rule 6 (1) or Rule 6{1A), for the position of trustee or alternate is null and

void.
famended wef 30.04.2012}
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(3)

(b)

(c)
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BOKRUS PAYMENTS
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ELECTION PENSIDNER TRUSTEES

Should any nominee fall into one of the categories mentioned In rule 6(1)
and subrule (3)(d) after the nomination process but before the voting
process, he or she is immediately disqualified from standing for election.
The nominee with the next highest number of votes must then replace him
or her. if there have been fewer than four persons nominated, further
nominations must be cailed for in accordance with the process set out in
subrule (3)(h) and (i).

If there is any dispute as to a person's eligibility to be nominated or to
stand for election, a hearing must be conducted by the independent
electoral officer, who must then make a final decision on the issue.

Nomination Process

{a)

)

Each Pensioner, Dependant and Special Pensioner is entitied, but not
required, to nominate one candidate for election to the post of
Pensioner-elected Trustee.

A nomination form, prepared in the manner and form determined by the
Board of Trustees, must be sent by post to each Pensioner, Dependant
and Special Pensioner and must be accompanied by:

{i) information about the nomination and election process;

(i) the name and contact details of the independent electoral officer;
and

{iiy a pre-paid reply envelope bearing the address of the electoral
officer.

Nominations can only be made by properly completing the nomination form referred

to in Rule 32 (3) (b) above, Nominations provided in any other form will not be

accepted. The electoral officer will have the discretion to decide whether a

nomination form has been properly completed.

(c)

{d)

All nominated candidates wili, if possible, be contacted by the independent
electoral officer to confirn their acceptance of the nomination and their
willingness to abide by the Codes of Conduct and Rules referred to below.
The nominees must then sign a written declaration confiming the same
and supply any additional information required by the independent
electoral officer.

If a person who has been nominated and-

(i) has nct given written notice to the electoral officer of his or her
acceptance of the nomination; and/or

g o
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ELECTION PENSIONER TRUSTEES ELECTION PENSIONER TRUSTEES

(1)  has been nominated by fewer than 10 persons who are Pensioners
andfor Dependants and/for Special Pensioners; andfor

(i) the electoral officer has been unable to make contact with the
nominee within 10 days of recsiving his or her nomination; and/or

(iv) fails or declines to undertake in writing to abide by-
a.  the Fund's Code of Conduct for Candidates for Election; and
b. the Fund's Code of Conduct for Trustees; and
c. the Fund's Rules; and/or

(v) declines to provide the information that the independent election
officer requires that he or she provides, within the time period
specified for the purpose by the electoral officer, the nomination will
fall away and will be deemed not to have been made.

{e) All nominations must reach the electoral officer on or before the date
specified by the electoral officer in writing.

{/] Mominations can only be opened by the independent electoral officer.

(g} Before accepting the nomination, the independent electoral officer must
verify the information on the nomination form using the Fund's data base.

{h) If only 1 (one) or 2 (two) valid nominees [sic] are received, the candidates
will be regarded as automatically having been elected, and the Board will
appoint two or three other Pensioners, as the case may be, to act as
pensioner-glected trustees or alternates, as the Board so decides.

(i} If three or more valld nominations are received, the election will be
conducted. If a post of alternate pensioner-elected trustee remains vacant,
the Board may appoint a Pensioner to fill it.

(4) Who can vote

(a} Each Pensioner, Dependant and Special Pensioner may vote for not more

than four persons.

(5) Voting
(a) If more than 2 ({two) valid nominations are received, ballot papers and
information to be given to the voters must be prepared in the manner and
form determined by the Board.
(b} The ballot papers must be sent by post to all Pensioners, Dependants and

Special Pensioners and must be accompanied by:

(1) information about each of the nominees;

. (o
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(e)
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(g)

h)
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BANUS PAYMENTS
ELECTION PENSIONER TRUSTEES
(i) an explanation of the voting process; and
(iii) a pre-paid reply envelope bearing the address of the Fund.

No vote will be regarded as having been validly exercised uniess-

{}] it was made on a ballot paper given to the Pensioner, Dependant
or Special Pensioner;

(ii) it was placed inside the pre-paid envelope and posted or
delivered (not telefaxed or emailed) to the electoral officer; and

(iii) the pension number of the Pensioner, Dependant or Special
Pensioner appears on the outside of the pre-paid envelope.

All completed ballot papers must reach the Fund within the period
determined by the independent electoral officer.

The independent electoral officer must verify and record the ballot papers
after the closing date for submission of ballot papers, utilising the Fund's
data capturing system, and must forward the results to the Fund's
Principal Officer.

Candidates for election or their properly authorised representatives will be
permitted to observe the counting of votes by the independent electoral
officer.

The 4 (four) nominees with the highest number of votes will be regarded
as the properly elected trustees. The result of the election will be
communicated fo Pensioners, Special Pensioners and Dependants as
soon as is reasonably possible.

[Rule 32 inserted by GN 1236 of 24 December 2010 and amended wef 30.04.2012.]

Any vacancy in the office of a trustee (or his/her alternate, if applicable)
who has been elected by Pensioners, Dependants and Special
Pensioners in terms of Ruie 32, shail be filled by the nominee who
obtained the next highest number of votes during the last election process,
provided such nominee is stili available, and will fill such office for the
remainder of the period referred to in Rule 6(3).

[Sub-rule 5¢h) inserted wef, 30.07.2013]
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Actuarial vaiuation of the Transnet Second Defined Benefit Fund as at 31 Miarch 2079 Page 3
=XECU SUMMARY
Frasani value of pensionar Behiiiiles
1. The present valuz of the liabilities in respect of pensioners a5 at 31 March 2019 was as follows:
31 March 2064956 31 March 7919
(R mlilion) (K arilliz
Pensioners 4727 4127
Widow(er)s 59603 5403
Chiidren 21 22
Tolad iability 10 55% 9 582
Suwmmziy of resulls
2 Cornparing the value of the assels with the past service liabilities producad the following resuits:
31 March 2048 31 March 2618
{7 wllien) {7 cnillien)
Total net assets 14 669 13 346
Totzl liabilities 10 651 9 552
Solvency reserve 471 305
SurplusiiCedlsi) 3547 3 488
131.5% TSEAY

Funding lovel

Conwinzion

[ confirm that, based on the information zvailable, tha fund was in & sound financial condition as at

3.
the valuztion daie, i.e. the assets of the Transnet Second Defined Benefit Fund exceed the fund's
lizbilities and recommended contingency resarves as at the valuation date.

4, | am satisfied that the ass=is of tha fund adequataly matched the liabilities.
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1.

INTRODUCTION

lem plzasad to present to the trustees of the iTansnet Secand Defined fensfit Fund (“the funa') this actuarial
valuation as at 31 iviarch 2019 (“the valuation date”). This renori sets out the results of the acluarial valuation
of the fund 2z at 31 iviarch 2019 and includos sn analysis of the financial progress of the fund since
31 wviarch 2018 (“the previous valuation date”). ‘The neriod between the nrevious valustion date and the
cument veluaiion dzte is referred to hereinafter as the valuaiion period.

Ry

ot

i1

isiration and oparaiion

The fund now known as the Transnet Second Deiined Beneft Fund was established on
1 November 2000 and ali pensioners of the Transnet Pension Fund transferred to the fund an
1 November 2000. The fund was in a financially scund condition 2t its inception.

Chjscivas

1.2

This actuarial veluation has been carried out as at 31 March 2019 with the following objectives:

to assess the trancie! scusidnase of the fund, by comparing the value of liabifities accrued
1o the valuation date with the value of ihe zssels hald as at that date;

to investigate ard repoit on zeiuzt srpertanes of the fund since the pravious valuation,
to review the zumumpiisrs eed in light of actual e:perience;

to assess the necessity for, and quantum of, Eny sorniingoacy roeeivas;

to meet sialuiory requirsinenis,

Valustion data

1.3

1.5

In comyiling this report, 1 have relied upon the accuracy and complaieness of information rnade
available to me by the administrators, Momentum Reiirement Administrators, and external parfies.
Except where expressly stated in ihe epoit, | have not independantly verified the accuracy of the
facts or the basis of the information supplied to me.

The results of the valuation depend on thg accuracy oi:

the membership data;
the information on the assets, as supplied by the relevant sources; and
the audited financial statements for the valuation period.

Reasonability checits have bean performed on the above and | am satisfied with the general accuracy
and corapleteness of the data provided and with its suitabllity for purposes of this actuarial valuation.
Further information regarding the reesonability checks performed is set out in appendix 2.
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Arlitaria! valuaion of the Transnet Second Nenngd Beaefi ~und 23 ! 29 March 2010

Capncity, hrief and professioral guldance

1.6

1.7

1.8

1.9

1.10

112

This report has heen prepared by Ale::ander Forbes Financia! Serdces (Piy) Lid (“Alexander Forbes”)
solely for the benefit of frustees of the Transnat Second Defined Beneafit Fund and the ivlinister of
Public Enterprises and the Minister of Finance, and is nrepared in accardance with the instructions
given bv the irusteas of the fund. The trustees are charged by the Transnet Pension Fund Act 82 of
1990 ('the Act”) io investigate the financial condition of the fund and report tharcon to the Minister of
Public Enterprises and the Miinister of Finance.

In terms of rule 18(2)(b) of the fund, the fund shall be velued by the Actuary atintervals not exceeding
three years, io determine whether the fund is in a position to pay the benefils provided for in the
ruies. The current practice is to perform annugi actuarial valuations of ithe fund. The trusteaes
¢ppointed Alexander Forbes to perform ihis valuation.

Throughaut ihis repori any values that have been determined zie, except where otherwise stated, in
accordance with our viow of the most probable future experience. Qur specific assumptions and ather
reliances and limitations ara documented in the following sections and supporiing appendices. These
sections and appendices are an iniegral part of this report.

This report complies with the relevent Guidance iWotes of the UK Actuarial Profession and the
Professional Guidance i'otes of the Actuarial Society of South Afiica.

Plexander Forbes does not eccept any liebility to any persons, ather than the irustees, in conneclion
with this report or its releted enquiries. | zccept no liability in respect of any matter outside the scone
and limitations of this repc:t and purpose for which it is prepared.

This report may not be disclosed and / or relied upen in whole or in part to/ by any person other than
ihe trustzes ar guoted in any ather cante:xt without prior written consent. Any person, other thar the
trustees to whom this report is addressed, wha reczives a draft or copy of this report (or any part cf
it) or ciscusses it {or any pat o it) or anv relsted matter with me or any third party, does so on the
basis that liiey acknovidadge the source of this report and accept that they may not rely on it for any
purpose whatsosver and that | owe a duly of cere only to the trustess. Any portion of this repor, if
reproduced or transmitted, must include 2 reference to the full report and to this clause,

This report has baen prepared as at 31 varch 2019 and covers the ve!uation period given above.

Unless specifically stated to the contrary, it does not falwe into account any events subsequent to the
valuation dzate.
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HISTORY OF THE FUND

2.1 A summary o the hisiory of the fund's funding levzl is shown

1 Movember 2000+
31 March 2001*
31 wiarch 2002
31 iarch 2003*
31 wiarch 2004*
31 March 2005
3i March 2006
31 Parch 2007
21 wiarch 2008
31 March 2009+
31 iiarch 2010°*
31 March 2011
31 iviarch 202**
31 March 2013~
31 March 2014+
31 March 2015
31 Merch 2015**
31 vierch 2017**
31 March 208
31 March 2019*

* These figures are drawn from the actuarial valual
** Liabffittes include any contingency raserves hel

licn reports prepared by NBC Consultants and Actuariss

Angals
{E milfion)

19911
16 502
16 046
13243
15085
5 369
19 204
21 570
19 850
19614
19 652
18 852
16 339
16318
17218
16 757
15 630
15 241
14 669
13348

ALEXANDER

in the following table:

Liabiiitlas

(7 millicn)

17 878
20140
18 992
18 370
18 637
2198
22 197
20414
17 873
17 610
b 827
16 118
15293
10 146
14 235
13612
11 823
11 307
11122

8 857

L
111.4%
81.9%
84.5%
72.1%
81.4%
74.5%
86.5%
108.7%
PHi%
109.5%
116.8%
117.0%
114.7%
113.4%
121.0%
123.1%
132.2%
134.8%
131.9%
136.4%

Funding Levai



Acluarnal valuat

> 3 DEVELOPMENTS SINCE THE PREVIOUS VALUATION DATE

Fanelon increasas

31 Penslons In course of payment zre increzsed by 2% per annum in terms of ihe rules of the fund

Bonus paymenis

32 Wiih effect irom 31 March 2007 the rules of ihe fund were amended to allow ihe trustees to grant ad
hoc bonus payments to pensioners if the value of the fund's casets is in excess of its liabilities. Such
bonLises mav only be grented with the approval of the Board of Diractors of Transnet.

33 All pensioners rcceivad ad noc honuses of 10% of annual pension In April 2098, 15% in
Octcher 2018 and a surther 15% in December 2013, The bonus paid in April 2078 was accounted
for in tha previous valuation.

Adminigtraiion and actuariy! services

34 The fund was adminisiared by iviomentum Retirement Administrators during the veluation period.

3.5 Alexander Forbes aie ihe appointed actucries io the fund
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4, MEMBER DATA

The valuaiion of the furd at 31 iviarch 2019 was based on the meinbership detailed below. Further statistics,
including a reconciliation of the currant membership with that presant at the previous valuation, are nrovided
in appendi: 2.

Fansicnars

4.1 Details of the pansionsrs and annual pension stafistics at the valuation date are provided in the table

below:;
31 March 26848
Toltanneal  Aveenpe anpusl
panalans nesions
Numbar (Fro6o; (=)

Pensioners

- Male 13375 615 983 #6 056

- Femalea 323 23 346 37 472
Widow(er)s

- Male 7t 2283 32 297

- Female 32 760 867 882 26 492
Children i26 2310 18 335
Tatal 48 958 1591834 32 188

4.2 We nofe that the number of Pensioners is lower than that shown in the finencial statements, which
show a higher number of new beneficiaties than were present in the valuation data.

43 The carresponding statistics at the previous valuation date have bean provided for comparison:

a1 Marsh 2048

Teial smival Averngs apnual
paNizions pensione
Number {'000) (R}
Pensioners
- vale 14 326 662 182 44.864
- Female 661 23 749 35 829
Widow(er)s
- Male 60 2185 31378
- Famale 34 229 890 683 26 022
Children 123 2143 17 423
Total 48 S0 1480 032 d1ery

4.4 The valuation data includes 54 pensioners in terms of Railways and Harbours Pensions Amendment
Act No. 26 of 1941 (49 male pensioner and 5 female pensioners), compared to 59 at the last
valuation.
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5. ASSETS

5.1 This section sets out the value placed upon the fund's assets. It Tirst decls wiih the matched cash
flow porilolio and than wiih the furnu's assels in aggreyate.

Matched cash flow perifolic

52 The liabilities of the fund ars entircly nomina! and the trustees have targ=ted a strategy that will match
ine cash flows of aprroximately 85% of these liabilities. | am satisfied that the matched portfolio,
currently 2i 87.8% of the fund’s liabilities as reported by tihe fund's asset consultants, is approprizte.
This is a decrease from 93.3% at the previous valuation,

Linmatchad sertiolic

53 The fund, together with its asset consultants, devised an investment policy in respect oi the
remainder of the fund's assets. This pelicy follows = more aggressive investment sirategy than that
oi the matched portfolio. In my opinion this is appropriatc as the unmatched porlion is prirnarily
intended to cover the balance oi the unmaiched liabilities and thz “reserves” which would b= used 1o
fund future pension bonuses, as afiordable. Giv=n that the balance of unmatched liabilities are long-
term lizbilities, 2nd that the pension bonus reserve would look to maximisa the assets in this reserve
in ordsr to maximise future bonuses, | em satisfied with the approach followed In setting this
investment policy.

Fund assets

5.4 The composition of the fund's assets at merket value, as reporiad in the audited annual financiat
statements, is set out in the following table:

Marksi Alngziion

{R millicn} %

Cash and deposits 1737 13.1
Commodities 94 0.7
Debt Insirumenis & 508 49.1
Equities 4 144 313
Collective investrnen! schemes 12 0.1
Hedge funds {5) 0.0
Private equity funds 332 2.5
Derivative market investmenis {261) (2.0}
investing in participating employer 688 5.2
Tolal lnvesimenis 12 250 10C.0
Plus: Current assets 17

Less: Current liabilities* (v5)

Tolal asssts for valusiion purpases 13 348

* includes unclaimed benefits
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Yaluation of asseis

5.5 Fer purposes of this actuarial valuation, the assets have basn aken into account at 100% of fair (or
market) value and no investment mazrgin has been set asida. Therefare the zssets of the fund have
been taken into account at R 13 345 million 38 at the valuation date. This is consistent with asset
valuation mathodology apnlied to the valuaiion of the fund's lighiliiies.

Fund returns

56 The asseis of the fund sarned approximately 4.90% per annum during the valuation period, based
on thz sudited financial statements and assuming tha: cash flows for each vear occurred in the
middle of ihat vear. Thig investment return is net of investment management fees.

57 This return should be considered in the cantext of the 8.37% per annum assumed In the previous
actuaiial valuation report.

Appropriatanese of assais

5.8 I am satisfied that the current invesiment strategy provides an appropriate match of the fund's
Habilities.

4
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Acivarial valuaiion of ihe Transnei Gecond Defined Berait Fund as at 31 March 2019 Pags i1

6. VALUATION METHOD AND BASIS

The valuation has bzen conducted on the basis of the benefiis end other provisions of Lhe rules &s at
31 msarch 2018. The liabilities of the fund are entirely nominal. Ascets are reilacted at market value.

Valuatien sppreach

6.1 Tie liavilities are calculated as the present value of projecied future nension payments at the date
of v=luation. The future pension pzyments and pension increases are discounted io ine valuation
date using the valuation discount rate.

6.2 The in-fercs future pension payments were calculated by @pplving a best-estimate probability basis
to future pension nayments, allowing for iutuie pension increases in terms of the rules of the fund.
This methed is appropriaie ior & iund with a membership of only pensioners.

Princlpal scluadal assurmptions

6.3 In setting the assumptions to be used ior estimating the liabilities of the fund curreni actuarial
principles and the Ale::ander Forbes bast praciice *housz view" have baen followed.

6.4 Current practice i for thesa assumptions to be ‘best-estimata” assuraptions. Therefore, no
deliberata margins of conservatism would be included in the assumptions and the ssumptions would
generally bz motivated by referance to the experience of the fund, staiistical 2vidence and vields on
govemment or corporate bends.

6.5 n addition, tha assumptions should be ressonabiz both independently and combined. The
assumpiions used to value the liabiliies must be consistent with those used to value the asssts.

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

Yiold curss

6.7 Thz gross discount rates are determined with regard to the all bond yield curve on 31 March 2019
{ belleve an appropriate matched investmant strategy for the jund would reflect an esset profile of
nrimarily bond investments. | have therefore used the vield curve as the discount rate, as implied by

the efficient market hypothesis. The granh below comparzs tho vields as at 31 March 209 and
31 March 2018:

ALEXANDER
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Yield curve
12%
10%
3%

6%

Viakd £%)

0 2 4 6 8 10 12 14 16 18 20 22 24 92 28 30

31 March 2019 Duration
31 March 20i8

6.8 s in the previous valuation, the expected futurz cash flows at each duration have baen discounted
using the yield inplied by the yleld curve 2t each specific duration,

8.9 The average discount rate which produces equivalent results is 8.35% p.a. compared to 8.37% in
tha previous valuation.

6.10  The fund's fiabiliics have duration of approximately 5.4 years, compared to approximately 5.0 years
in the previous veluation.

B.11 Mo provision for asset managemant fees hac been made, since ths out-performance over iha
benchmark procuced by active assat inenzgement shouid exceed ihe assat management fee.

inflation
9.12 A future inflation assumption can be derivad at cach duration on the yield curve by subiracting ths
yizld on inflation-linked government bonds frorn a similar durstion fixed-coupon bond yield. Tha

fund’s kabilities have duiation of approzimately 5.4 vears, coresponding to an inflation estimate of
4.97%, compared to 5.70% at the last valuation.

6.13  This assumption is not used in the determination of any of the liagilities in the fund and should be
used purely as a comparaetive.

Wortality assumpiions
6.14  The mortality assum ptions have, at this stage, remained unchanged from the previous valuation,

8.15  The fund-specific Transnet Pensioner Mortality Tables have been retained to represent the expected
martality of all pensioners.

ALEXANDER
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Ayverage pension welghted age

Catagony 31 March 2018 31 March 2019
Male pensioners 77.8 years 79.4 years
Female pensioners 76.5 yzars 78.3 vaars
iMale spouses (Widowers) 53.1 ycars 35.7 vears
Female spouses (Widows) 73.3 years 76.7 years

6.16  The fund-speciiic Transnst Pensioner Mortality Table can be summarised as follows:

Avarage gnnusl death rala it steled ega Band

Agg Famale (30} Male (%}
20to 24 0.25 0.75
25to0 29 0.34 1.03
30t 34 0.42 127
351039 0.52 i.51
40 to 44 0.63 1.75
45to 49 0.74 1.69
50 to 54 0.87 2.24
53 to 58 1.08 2.45
80 to 64 1.0 272
65 to 62 22 3.35
70to 74 314 495
75t0 75 5.97 7.80
80 to 84 8.88 11.89
B85 to 89 14.35 17.36
90 to 94 22.40 24.80

€5 and older 30.88 33.14
Romairiage liahility

6.17  The rules of the fund were previously amended so that only a spouse who was married to a pensioner
on or before 31 March 2007 would be eligible to claim a benefit on the death of the pensioner, This
was allowed for in the valuation by assuming that 80% of pensioners are currently married and that
all male pensioners are § years older than their spouses

6.18 The actual marital statuses of pensicners and their spouses’ details are not reliable in the data
received. The administrators continue to update this information whare possible.
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Solvancy reaeiva basis

6.16 | have detarmined the level of the solvency reserve using the discontinuance matched approach,
The solvency reserve is made u? of three components, narely: solvency reserve or matched
liabilides, solvency reserve on unmatched liabililies and 2 martality improvemant reserve,

6.20  The assumptions that diffar fram the best-estimats valuation assum ptions are:

Discount rates: This is the yield curve, as discussad in section 6.7, but adjusted for tha
reasonable cost of maintaining an investment strategy oi matching such assets to ive liabilities
of the fund (0.5% for unmalched), but {aking into account the current rnatching and associated
retiucad risks (0,25% for rnatched).

Post-retirement mortality: The Transnet Mortality :ables ware again rated dawn byal yearto
allow for possible future martality improvements.

ALEXANDER _‘#
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7. VALUATION RESULTS

71 in order to determine ihe level of solvency of the fund, it is necessan to compare e total essets of the
fund with the total liabilities. The fund is solvent winen ihe value of the assets exceeds tha value of the
liabilities, i.e. a funding lavel of 100% or greater The funding lzvel Is the ratio of the value of the assels
to the value of the iizSilitias of the fund at the valustion daie.

7.2 The present value of the liahilities in respect of pensioners, as at 31 March 2019, is given in tha table
below. Thz values as ai 39 Niarch 2018 are given for comparative purposes:

21 March 2048 31 Mareh 2018
{E miflion) {E miliion)
Pensioners 4727 4127
Widow(er)s 5903 5403
Children 21 22
Tutsl ilnbllitiza S0 831 @ 852

Valua of agseis
7.3 For valuation purposcs, the value of the assets is R 13 346 mitlion.
Walue of solvency rasarsa

7.4 The trustocs accepted and implemented a solvency resesve to afford protection against investment
and mortality riskk. This reserve is calculated an the differsnce between the fund's liabilities on the
valuation basis and the liabilities on the solvency basis.

7.5 As oer the previous section, this ressrve has ihree components:

The Trznsnet Pansioner Mortality tablss were rated down by 2 % year o allow for nossible
future mortzlity impravements. An amaunt of R 168 million will need to be set aside io allow
for this

A rescrve of R 32 million is required in respect of the unmatched portion of the Rabilities. This
was calculated by reducing the best-estimate bond yield by 0.5% to allow for the reasonzble
cost of maintaining the investment strategy of the fund.

On the basis that a mzigin arose on tha implementation of the cash fiow matching strategy,
there is expected to be an additional level of assets that provide a margin of protection and
which would release over time. On this basie the solvency reserve in respect of the matched
liabifities portion was calculated by reducing the best-estimate bond yield by oniy 0.25%. The
reserve required for the matched portion of the liabilities amounis to R 105 million.

7.6 The total recommended solvency reserve as at 31 March 2018 amounts to R 305 million compared
ta R 471 million as at 31 iviarch 2018.

ALEXANDER o~
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Funding isval

.7

7.8

Comparing the value of the assats with that of the pasi service lizbilities produces the following
resufts:

3% Marel 2018 &1 March 2018
{R imillion} {R million}
Total net assets 4 650 73348
Total liabilities 10 §51 9552
Solvency reserve 471 308
Susipiug / (dalel) i BN | 34ag
Funding faval 131.9% 1535.4%

The fund's assats exceed its liabilities. As at ihe valugtion cate | am able to confim that the fund is
financially sound (i.e. the fund has 2 iunding level of 100% or greater).

Commant In terms of AFN 205

79

7.10

I3
Whilst the valua of the lishilities is based on bast estimate assumptions, where relevant, and the solvency
and other contingency reserves cstablished by tha trusiees an my advice allow for some fiuctuations in
asset values and / or unexpected changes in lizbilities, there is no guaraitee that these reserves will
prove sufiicient in practice. Canverssiy, it is possible that the reserves may prove to be more ihan
sufficient.

IF the reserves prove to e insufficient, management action will be raquired to rectify the position. The

uncertainty of the adequacy or ctherwisz of the reserves held is unavoidable and the actual outcome
can only be determined when the fund ceases ta have any further liabilities.
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SUMMARY AND RECOMMENDATIONS

The fund does not receive regular contiibution income and alt ihe benefiis are pavable from &
combinztion of investmant Income 2nd the sele of assate. This will resultin the fund's assets reaching
a point whera iney stari io reduce over tim=. The market value of the fund's assats is very imporiant
and has a direct impzct on tha financizl position of tha fund.

The actuarzl valuation of the Transnet Second Defined Senefit Fund revealed a surplus of
™ 3 439 million after llowing for a solvency reserve of R 305 million, and a iunding level of 135.4%
as at the valuation date.

Based on the results, as e:panded in 2apendi:: 4 to reileci the impact of continuing annual bonuses,
the fund can aflorc two 3% cheques per annum jor the foreseeable iuture.

While the valuation results show a strong financial position, i would be userul for the trustees to bear
in mind that, should thzre be a mave to iavgat inflztionary pension incraascs, fiere would need to be
a change in the fund's iesarving policy and assat struciure. For information purposes only, | have
included under appendix 4 an illustration of the funding position hzd inflation been the fund's iarget.
This has no baaring on the financiat position of the fund and should bz used for management
informztion purnoses only.

Flithough the improvements in pensioner longevity are not yet signiiicant, | have also shown in
eppendix 4 the impect of allowing for mortalit improvements of 0.5% per yeer going forward.

{ am able to confirm that the fund wes i1 a sound financiz! condition 2s at the valuation date.

! am satisfied that the current investment strategy is appropriate and that thz assets adequately
maich the liabilities.

\(\"*-‘(‘\_,:
"'\._ H

AR Plenzar

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

in my capecity as the valuator of the fund

and as an employee of

Alexander Forbes Finzncial Services (Pty) Ltd

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

August 2012
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APPENDIX 1: SUMMARY OF BENEFITS AND CONTRIBUTIONS

A summary of (e main Sensiits is given below. Full details ar= contained in the registered rulss of tha fund.
Where there are special cases or benefits for particuiar members, these hava bean takan into account in the
valuation.

Spouse’s pongior an doath

In terms of the rules of the fund & pension equal to 70% of the member's pension immediately prior to hig
death. If the pensionar dizs before the normal retirement age, ihe pension is incrazsed by the ratio of

pensionabla service plus service from dote of death to normal retirament age over pensionable sorvice.

If the spouse is the resuli of a marriage after retirement, and is more than five years voungsr than the
deceasad pensioner, the bencfit is reduced.

Only spouses who were maried to principal pensioners at 31 iviarch 2007 are entitled to this benefit.
Dependant childran’s pensions on death

In terms of the rules of the fund on the death of a p=nsioner a dependent child receives g pension at tha
discretion of tha fund and on a basis determined by ihe fund, but not inore than 80% oi ihe spouse’s nension,

If depencanis are children, the pensian is normally payable to age 18. This may be extended up to age 26
by the trustaes in cases where children remain dependent after age 18,

Fansion inereasus

The rules provide for a pension Increzse of 2% per annum on the anniversary of the rstirement date.

ALEXANDER
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Mambarshio reconcitiation

Children &

Fenslenas Spouses niher Tatal
derandanis
Mambesship 31 March 2018 15 487 34 208 123 49 908
Adjustrment - 2 4 6
Hevisad 16 487 54 300 127 19814
New pensioners - 753 8 751
Euits (deaths and terminations) (1 489) (2 222) [C))] {3 720)
Membershin 37 March 2018 123 88 22831 128 #3538

We note that the number of pensioners is lower than that shown in the financial statements, which show a
higher number of new beneficiaries than were present in the valuation data.

The adjustments shown above are generally the result of changes in member numbers on the administration
system.

Meimbar stailstizss

Panslonms Mala Feiegio
annual Averzge sl Avorngs
pension ponsian panzion auasion
Ana Murihar {F'000) (3] Humbar {r'900) )
45- 49 3 45 15 09N - - -
50 - 54 43 a31 19 329 4 70 17 405
55 - 59 255 6 140 24 078 33 650 19 684
60 - 64 895 18 855 27130 78 1772 22712
65-89 1 001 33180 33127 ar 2688 30 900
70-74 1 901 96 838 50 940 75 3190 42 540
75-79 3181 166 980 52 493 102 3078 306 003
80 -84 3 366 155 464 456 187 115 3969 34 512
85-89 1967 95814 48 741 86 4 475 52032
90-94 725 33 891 46 894 32 1548 48 320
95-99 200 7 051 35254 11 1 008 91 604
100 - 104 32 778 24 306 - - -
105-109 4 M 7 850 - -
110-114 1 7 7130 - . .
116-119 1 8 7743
Totai 2375 €15 993 £5 053 623 23 348 37 472
ALEXANDER



Widow(ar)s Mirle Famale

annual Avgrage annwal farage

pansion pengion pehaion bencion

Age Number {R'0IT) {7) Humber (R'aeD) (F)
35-39 - - - 5 86 17 295
40 -44 1 s 6 827 42 978 23 289
45- 48 4 153 38 157 237 5346 22 558
50 - 54 6 173 28 931 800 17 585 21 881
55-59 12 447 37 290 1820 40 462 22 232
60 - 64 10 382 a3 ie2 2949 66 362 22 503
65-69 14 424 30 201 4198 89 291 21230
70-74 12 316 26 348 5306 124 703 23 502
75-79 4 140 34 898 6255 158 877 25400
80 - 84 3 86 28 541 5305 164 434 30479
85- 89 3 165 35125 3619 121 600 33603
90 - 94 1 18 18 168 1675 63 182 ar 7z
95-99 1 42 41 659 397 13 598 34 251
100 - 104 . . - 54 1203 22 284
105 - 0¢ « 9 169 18750
i10-114 . . - 1 7 7265
Tatal 79 2283 32287 35760 237 832 26 482
ALEXANDER; (\‘_‘L},
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Ghildres & other

dapendents Male

annval

nensien

Ags Humber {R'o0r)
ia-14 1 2
15-19 2 14
20-24 3 16
25-29 1 6
30-34 5 57
35--38 - -
40 - 44 8 194
4549 8 123
50 - 64 7 134
56-59 15 269
60 -64 7 167
65-69 1 17
70-74 E
¥5-79 z .
BO -84 - -
85-89 - -
Total L 8e

Rezzonabiilty checke parformad

A large number of tesis on the reasonabllity and consistancy of the data were carried out, including the

following:

reconciling the number of pensioners et the valuation date and the previous valuation date, with the

movements in membership reported

reasonability tests on the pension amounts, and the various dates {dates of birth, dates of pension

commencement and dates of exit)

identifying any missing or invelid data fields

identifying changes in membership detalls

Famale

BAyarage srenuai
pansion pensien
{Ri Ninmbar {90
2267 3 8
G814 4 25
57238 4 42
443 i 10
11 521 3 &6
- 3 44

24 272 9 1150
15333 8 265
18 112 3 111
17 917 8 128
23811 4 172
16 942 ¢ 148
- § 115

- 2 39

- 1 8

17 248 68 1312

reviewing the fund's annual financial statements

calcuiation of the fund's investment returns

| am satisfied with the general accuracy and completeness of the data provided and with its suitability for

purposes of this valuation.

ALEXANDER

Avearags
poansien
iR)

2022

6319
10 394
10 248
14 855
14715
16 630
33183
37 058
16 012
42 906
16 468
19 183
19 508

B8 497

18 280
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APPENDIX 3: ANALYSIS OF CHANGE IN FINANCIAL POSITION

The valuation at 31 March 2019 disclosed & surplus In assets of soma [ 3 480 millian after iaking into
accouni the recommended solvency reservs. The previous valuation at 31 iarch 2018 showed a surplug of
some 3 547 million on the market value of essats, The factors that I2d to a change of approximately
R 58 million have heen analysed accarding io source and the results of ti:is analysis are given in the following
tzble,

itern R ity
Vaiuation surplus as st 349 March 2948 2847
Interest on valuation suiplus 297
Investment return (464)
Chainge of best stiriate assuimnptions 418
Ad hoe bonus pavments® (464)
Change in sclvency reserve 206
Mortality profit/{loss) {44)
Mizcellanzous (7)
Vaiuation surplus as st 31 Marsh 2048 & 484

* This figure excludss the bonus amount thal was paid in April 2018 s this amount was already cliawed for in the Surplus as at
31 March 2018,

Interest on valuailon surnlus
Interest at the assumed valuation rate on the previous surplus producad a profit of R 297 million over the
valuation period.

Invastmant returp

The investment return achieved on the assets {2ppraximately 4.90%) was lower ihan that articipated on the
previous valuation basis of 8.37%. This resulted in an investment loss of R 464 million over the valuation
period.

Changs of hesi axlimais sasumpiiong
Since the previous valuation, changes in bond yields have resulted in a net decreass of R 418 million in the
assessed value of the liabilities, from R 8 970 million to R & 552 million.

Ad ko bonus pavimeonis

The fund granted pensioners ad hoc honus payments of 15% of annual pensions in Qctober 2018 and 15%
in Decerber 2018. This was funded out of the fund's surplus. The result was a strain of Tpproximately
R 464 million.

Change in solvency rezaiva
A change in the solvency resarve has resulted in arelease of R 206 million,

Motality profii/(lozs)
The actual mortality experience was lighter than expected, which produced a strain of R 44 miliion.

iscaliencous
There was a miscellansous loss of R 7 million arising from varfous individually insignificant sources.

ALEXANDER (
!
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APPENDIY 4 FUNDING LEVEL COMPARISON

This section is for the irustess' information purpoces only to vzsist in understanding the relative strength of
the fund and its change in financial position over the previous financial period, relative to inflation 1hava also
illustraied thz impact of possible future mortality improvamentls

While the valuation results show a strong financial pasition, it would be useful for the trustees to bear in mind
ihat, shouid there b2 a move to targat inflaiionary pension increases, thers would need to be a change in tha
iund's reserving policy anu asset structure,

annusl benus paymanis

‘The following table illustrates the iunding position at 31 March 2019 shouid the fund target an annuzl bonus
aque! to a 13" cheque payzble in Navember, or cliernatively, twa such bonuses zach year payable in SApril
and November. This has no bearing on the actual reported financial position of the fund and should be used
ior meanagement information purposes only.

o honus paa. Twe honuses p.s.
{E miliien) {R miit
Total net essets 13 346 i3 346
Total liabilities 10 334 11183
Solvency reserve® 339 374
Surplusf(Defici) ATy ) 1788
Funding laval 158.0% 115.5%

* Includes estimated increase in solvency raserve as a result of bonus payments
imilfaiionziny pansion lncrasses

‘e following table considers ihe funding position if the fund werz ta target inflationary pension increases.
including an annual bonus equal ta a 13% cheque payable In November. This has na bearing on the actual
reported financic! position of the fund and should be used for managemen informatfon purposes only.

As set out in the previous sections, the markei's expectation of inflation at the valuation date is 4.97% based
on best estimate assumptions (5.70% at 31 March 2018).

5% GFI
{ineluding ons bonus pa)

{5 mllion}

Total net assets 13 348
Total liabilities 11 348
Solvency reserve N
Surpluzi{fsiei) 1987
Funding level 1i8.7%
ALEXANDER
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Please note that the above results are based on the assumption that an appropriate inflation-linked cash flow
matching strategy is implemented for futurs pension payments. Ii this is not done, the level of solvency
reserve desiiad will e higher than that shovn above. No allowancs has been made for the potential cost of
the rastructuring of the fund's existing assets to such a possible arrangement.

Annnal improvements I fuiurs meriality
The following teble illustrates the funding position shouid the fund experience mortelity impravemenis of 0.5%

p.a. into the future. This has no bearing on the actual veported financial position of the fund and should be
used far management information purposes onlv,

Cimrani moriality 0.5% p.a. moreliy imarovamanis
(7 milflon) (Ranlliion)
Total net assets 13 346 13 346
Total lizbilities g 552 2645
Solvency reserve 305 310
Surplusi{Dafcs) J 488 3 2y
Funding leval 195.4% 934.9%

ALEXANDER
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