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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE A
REGULATORY INFORMATION
FOR THE YEAR ENDED 30 JUNE 2017

REGISTERED OFFICE OF THE FUND

PO Box 15515
Sinoville
Pretoria

0129

Postal address:

Physical address: Section 2, Business Park @ Zambezi
860 Milkplum Street

Montana

Pretoria

0182
FINANCIAL REPORTING PERIODS

Current year: 1 July 2016 to 30 June 2017
Prior year: 1 July 2015 to 30 June 2016
BOARD OF FUND
Full name E-mail Address Capacity |Date appointed
RJ Field ron@nationalfund.co.za C 1 March 2012
JCG Burger kobus@nationalfund.co.za M 1 March 2012
NF Ratlhaga francis@nationalfund.co.za E 1 September 2014
CCK Antonio charles@nationalfund.co.za M 1 March 2012
KG Booysen kevin@nationalfund.co.za M 1 September 2014
ME Jantjie evelyn@nationalfund.co.za M 1 September 2014
MC Makgalemele christina@nationalfund.co.za M 1 September 2014
HS Rossouw dricus@nationalfund.co.za M 1 September 2014
EA Schuite eugene@nationalfund.co.za M 1 September 2014
PS Mofokeng sticks@nationalfund.co.za M 1 September 2014
NC Cindi clive@nationalfund.co.za M 1 September 2014
L Geldenhuys louwrens@nationalfund.co.za M 1 September 2014
CJ Labuschagne rina@nationalfund.co.za M 1 September 2014
R Solomons robert@nationalfund.co.za M 1 June 2016
A Tiemie august@nationalfund.co.za M 1 June 2016
-'M' denotes member elected
- 'E' denotes employer appointed
-'C' denotes chairperson
Governance note: schedule of meetings* held by the Board of Fund in terms of the rules of the fund
Meeting date Place of meeting Quorum
(yes/no)
22 September 2016 Section 2, Business Park @ Zambezi, 860 Milkplum Street, Montana, Pretoria Yes
24 November 2016 Roodevallei, Pretoria Yes
16 March 2017 Section 2, Business Park @ Zambezi, 860 Milkplum Street, Montana, Pretoria Yes
22 June 2017 Section 2, Business Park @ Zambezi, 860 Milkplum Street, Montana, Pretoria Yes
* Only meetings held by the Board of Fund and does not include meetings held by the sub-committees
FUND OFFICERS
Principal Officer
Full name Postal address Physical address |Telephone number E-mail address Date
appointed
SL Samons PO Box 15515 Section 2, Office (012) 743 3003 sean@nationalfund.co.za 1
Sinoville Park @ Zambezi November
0129 860 Milkplum Street 2007

Montana Ext 143
0182
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE A

REGULATORY INFORMATION (continued)
FOR THE YEAR ENDED 30 JUNE 2017

Monitoring Person*
Full name Postal address Physical address |Telephone number E-mail address Date
appointed
SL Samons PO Box 15515 Section 2, Office  |(012) 743 3003 sean@nationalfund.co.za 1
Sinoville Park @ Zambezi November
0129 860 Milkplum Street 2007
Montana Ext 143
0182
*(In terms of Section 13A of the Pension Funds Act)
PROFESSIONAL SERVICE PROVIDERS
Actuary/Valuator
Full name Postal address Physical address |Telephone number E-mail address Date
appointed
G Grobler PO Box 2435 189 Clarke Street [(012) 425 4237 groblerg@aforbes.co.za 1 July
Pretoria Cnr Clarke & 2011
0001 Fehrsen Street
Brooklyn
Pretoria
0181
Auditor
Full name Postal address Physical address |Telephone number E-mail address Date
appointed
KPMG Inc. 85 Empire Road 85 Empire Road (011) 6847 7111 leon.grobler@kpmg.co.za 11
Parktown Parktown November
South Africa South Africa 2010
2193 2193
Benefit Administrator
Full name Postal address Physical address |Telephone number Date Registration number in terms
appointed |of
section 13B
Sanlam Life PO Box 1 2 Strand Road (021) 947 9111 1 June 24/85
Insurance Ltd  |Sanlamhof Belville 2016
7532 7532




NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE A

REGULATORY INFORMATION (continued)
FOR THE YEAR ENDED 30 JUNE 2017

PROFESSIONAL SERVICE PROVIDERS (continued)

Investment Administrator

Full name

Postal address

Physical address

Telephone number

FAIS registration number

(IOM) Ltd House House
St George's Street St George's Street
Douglas IM1 Douglas IM1
1AJlsle of Man 1AJlsle of Man

ACPI Investments Lid PO Box 87353 Riviera Road Office |(011) 274 5200 2733
Houghton Park Block B
2041 Ground Floor6-10
Riviera Road
Kilarney
Johannesburg
Allan Gray Life Ltd PO Box 51318 Granger Bay Court |0860 000654 6663
V&A Waterfront Beach Road
Cape Town V&A Waterfront
8002 Cape Town
8001
Atlantic Asset Management |Suite 243 1st Floor, Barinor's {(021) 9138943 31756
(Pty) Ltd Private Bag X22 Vineyard
Tyger Valley The Vineyards
7536 Office Estate
99 Jip de Jager
Road
7530
Catalyst Fund Managers PO Box 44845 6th Floor Protea (021) 657 5500 36009
(Pty) Ltd Claremont Place
7735 Protea Road
Claremont
7708
Coronation Asset Managers |PO Box 993 7th Floor Montclare [(021) 680 2000 548
(Pty) Ltd Cape Town Place
8000 Campground and
Main Road
Claremont
7708
Investec Asset Management |PO Box 1655 36 Hans Strijdom |(021) 416 2000 587
(Pty) Ltd Cape Town Avenue
8000 Foreshore
Cape Town
8001
Futuregrowth Asset Private Bag X6 3rd Floor (021) 659 5300 39033
Management (Pty) Ltd Newlands Great Westford
7725 Building
240 Main Road
Rondebosch
7700
Kagiso Asset Management [PO Box 1016 Fifth Fioor (021) 673 6300 784
(Pty) Ltd Cape Town Montclare Place
8000 Cnr Campground
and MainClaremont
7708
Mazi Asset Management PO Box 784583, 4thFloor, North (010) 001 8300 46405
(Pty) Ltd Sandton, 2146 Wing, 80 Rivonia
Road, Sandton,
2196
Metope Investment PO Box 51316 Moorings 4 (021) 418 3760 21999
Managers (Pty) Ltd V&A Waterfront Portswood Ridge
8002 Portswood Road
V&A Waterfront
Morgan Stanley investment |25 Cabot Square |25 Cabot Square  |+44 20 7425 4848 9752
Management Ltd Canary Wharf Canary Wharf
London E14 4QA [London E14 4QA
United Kingdom United Kingdom
Nedgroup Investments Samuel Harris Samuel Harris +44 16 2467 0630 1652

-3.




NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE A

REGULATORY INFORMATION (continued)
FOR THE YEAR ENDED 30 JUNE 2017

PROFESSIONAL SERVICE PROVIDERS (continued)

Investment Administrators

{continued)

Full name Postal address Physical address |Telephone FAIS registration number
number
Novare Investments (Pty) 3rd Floor (021) 914 7730 757
Lid The Cliffs
Office Block 1
Niagara Way
Tyger Falls
Carl Cronje Drive
Bellville
7530
Old Mutual Investment Mutualpark Mutualpark (021) 509 5025 604
Group Ltd Jan Smuts Drive  [Jan Smuts Drive
Pinelands Pinelands
7405 7405
Prescient Investment Prescient House (021) 700 3607 612
Management (Pty) Ltd Westlake Business
Park
Otto Close
Westlake
7945
Sanlam Investment Private Bag X8 55 Willie van (021) 950 2006 579
Management (Pty) Ltd Tyger Valley Schoor Road
7536 Bellville
7536
Investment Advisor
Full name Postal address Physical address | Telephone number FAIS registration number
Mosaic Investment PO Box 6685 Willowbridge Place ((021) 914 0496 45675
Consulting Welgemoed Carl Cronje Drive
7538 Tygervalley
7530
Risk Insurer
Full name Postal address Physical address |Telephone number FSP approval no
Camargue Underwriting Postnet Suit 250 1st Floor Eton (011) 356 4845 6344
Managers (Pty) Ltd Private Bag x4 House
Bedfordview 15 Eton Road
2008 Parktown
Johannesburg
Sanlam Life Insurance Ltd |PO Box 1 2 Strand Road (021) 947 9111 24/85
Sanlamhof Belville
7532 7532

Custodian and/or Nominee

Fuill name

Postal address

Physical address

Telephone number

FSP approval no

Nedbank Limited PO Box 1144 CCS JHB (011) 294 3255 9363
Johannesburg 2nd Floor
2000 Block F
Johannesburg

PARTICIPATING EMPLOYERS

The list of participating employers is available for inspection at the Fund's registered office.




NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE B
STATEMENT OF RESPONSIBILITY BY THE BOARD OF FUND
FOR THE YEAR ENDED 30 JUNE 2017

Responsibilities

The Board of Fund hereby confirm to the best of their knowledge and belief that, during the year under review, in the execution
of their duties they have complied with the duties imposed by Pension Funds Act legislation and the rules of the fund, including
the following:

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

«  ensured that proper internal control systems were employed by or on behalf of the Fund,

«  ensured that adequate and appropriate information was communicated to the members of the fund, informing them of their
rights, benefits and duties in terms of the rules of the Fund;

«  took all reasonable steps to ensure that contributions, where applicable, were paid timeously to the fund or reported where
necessary, in accordance with section 13A and regulation 33 the Pension Funds Act in South Africa;

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

< ensured that the rules and the operation and administration of the fund complied with the Pension Funds Act and all
applicable legislation;

. ensured that fidelity cover was maintained and that this cover was deemed adequate and in compliance with the rules of
the Fund; and

«  ensured that investments of the fund were implemented and maintained in accordance with the Fund's investment strategy.

Approval of the annual financial statements

The annual financial statements of National Fund for Municipal Workers are the responsibility of the Board of Fund. The Board
of Fund fulfils this responsibility by ensuring the implementation and maintenance of accounting systems and practices
adequately supported by internal financial controls. These controls, which are implemented and executed by the fund and/or its
benefit administrators, provide reasonable assurance that:

« the fund's assets are safeguarded;

. transactions are properly authorised and executed; and

. the financial records are reliable.

The annual financial statements set out on pages 10 to 30 have been prepared for regulatory purposes in accordance with the
Regulatory Reporting Requirements for Retirement Funds in South Africa, the Rules of the fund and the Pension Funds Act.

These annual financial statements have been reported on by the independent auditor, KPMG Inc., who was given unrestricted
access to all financial records and related data, including minutes of all relevant meetings. The Board of Fund believes that all
representations made to the independent auditor in the management representation letter during their audit were valid and
appropriate. The report of the independent auditor is presented on pages 7 - S.

Instances of non-compliance

We are not aware of instances of non-compliance with laws and regulations, including the provisions of laws and regulations
that determine the reported amounts and disclosures in the financial statements.

These annual financial statements:

were approved by the Board of Fund on 16 November 2017,

are to the best of the Board members knowledge and belief confirmed to be complete and correct;
fairly represent the net assets of the fund at 30 June 2017 as well as the resuits of its activities for the year then ended; and

are signed on behalf of the Board of Fund by:
/6 \/\'/ C'\/‘/
S

VV N
RJ Field e Name: S 2 4 DD j'\f
CHAIRPERSO, MEMBER TRUSTEE MEMBER TRUSTE
b/t 2017 16/11/20[7 “’Xp;'?fi//é
Date / [ ' Date r ! I
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE C

STATEMENT OF RESPONSIBILITY BY THE PRINCIPAL OFFICER
FOR THE YEAR ENDED 30 JUNE 2017

I confirm that for the year under review the National Fund for Municipal Workers has timeously submitted all regulatory

and other returns, statements, documents and any other information as required in terms of the Pension Funds Act and to
the best of my knowledge all applicable legislation.

o

SL Samons
Principal Officer

16 /overmf s zen?

Date




m KPMG Ine. Telephone  +27 (0111 647 7111

KPMG Crescent Fax +27 (0111 647 8000
85 Empire Road, Parktown, 2193, Docex 472 Johannesburg
Private Bag 9, Parkview, 2122, South Africa Internet kpmag.co.za

SCHEDULE D

INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF FUND OF NATIONAL FUND
FOR MUNICIPAL WORKERS

Report on the Audit of the Financial Statements

Opinion

We have audited the annual financial statements of National Fund for Municipal Workers (“the Fund”)
set out on pages 15 to 30, which comprise the statement of net assets and funds as at 30 June 2017 and
the statement of changes in net assets and funds for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies. The financial statements are
prepared for the purpose of reporting to the Registrar of Pension Funds.

In our opinion, the financial statements of National Fund for Municipal Workers for the year ended
30 June 2017 are prepared, in all material respects, in accordance with Regulatory Reporting
Requirements for Retirement Funds in South Africa.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Fund in accordance with
the Independent Regulatory Board for Auditors Code of Professional Conduct for Registered Auditors
(IRBA Code) and other independence requirements applicable to performing audits of financial
statements in South Africa. We have fulfilled our other ethical responsibilities in accordance with the
IRBA Code and in accordance with other ethical requirements applicable to performing audits in South
Africa. The IRBA Code is consistent with the International Ethics Standards Board for Accountants
Code of Ethics for Professional Accountants (Parts A and B). We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter — Financial reporting framework and restriction on use

Without modifying our opinion, we draw attention to the principal accounting policies in which the
applicable financial reporting framework is identified, as prescribed by the Registrar. Consequently, the
financial statements and related auditor's report may not be suitable for another purpose.

Other information

The Board of Fund is responsible for the other information. The other information comprises the Annual
Financial Statements in terms of section 15 of the Pension Funds Act no 24, 1956, but does not include
the financial statements (schedule F, G and HA) and our auditor’s report thereon (schedule D).

Our opinion on the financial statements does not cover the other information and we do not express an
audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated.

KPMG Inc. is a company incorporated under the South African Chief Executive: N Dlomu
Companies Act and a member firm of the KPMG network of ; . i .
independent member firms affiliated with KPMG International Qieeos: Fulllist on website
Cooperative ("KPMG intemational”), a Swiss entity. . ) .

The company's principal place of business is at KPMG Crescent,
KPMG Inc. is a Registered Auditor, in publin,practice_ in terms of 85 Empire Road, Parktown, where a list of the directors’ names is
the Auditing Profession Act, 28 of 2005 available for inspection.

Registration number 1999/021543/21
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If, based on the work we have performed on the other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.

Responsibilities of the Board of Fund for the Financial Statements

The Board of Fund is responsible for the preparation of the financial statements in accordance with the
Regulatory Reporting Requirements for Retirement Funds in South Africa and for such internal control
as the Board of Fund determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error. The Board of Fund is also responsible
for compliance with the requirements of the Rules of the Fund and the Pension Funds Act of South
Africa.

In preparing the financial statements, the Board of Fund is responsible for assessing the Fund’s ability
to continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the Board of Fund either intends to liquidate the Fund or to
cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
agpregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund’s internal control.

* Conclude on the appropriateness of the Board of Fund’s use of the going concem basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Fund to cease to continue as a going concern.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Fund. @(
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We communicate with the Board of Fund regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

Report on Other Legal and Regulatory Requirements

The Statement of Responsibility by the Board of Fund describes instances of non-compliance with laws
and regulations, including those that determine the reported amounts and disclosures in the financial
statements that have come to the attention of the Board of Fund and the corrective action taken by the
Board of Fund. There are no additional instances of non-compliance with the Pension Funds Act that
came to our attention during the course of our audit of the financial statements.

KPMG Inc

Per LW Grobler
Chartered Accountant (SA)
Registered Auditor
Associate Director

20 November 2017



NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE E
REPORT OF THE BOARD OF FUND
FOR THE YEAR ENDED 30 JUNE 2017

1.

1.1.

1.2,

1.2.1.

1.3.
1.3.1.

(a)

(b)

(©

(d

(e)

®

1.3.2.

(a)

(b)

(c)

DESCRIPTION OF FUND

Type of fund in terms of the Income Tax Act, 1962

In terms of section 1 of the Income Tax Act, 1962 the Fund is classified as a retirement fund. The Fund is a defined
contribution fund.

Benefits

In terms of the rules of the Fund these are lump sum payments to retirees or their dependents, as well as death
benefits, retrenchment benefits and withdrawal benefits.

Unclaimed benefits

Unclaimed benefits are benefits that have not been claimed after two years of a member leaving the fund. Strategy of
the Board of Fund towards unclaimed benefits is that unclaimed benefits remain available to the beneficiary and do not
expire.

In respect of unclaimed benefits, complete records, as prescribed, are maintained as from1 July 2001.

Contributions

Current contributions by members

As long as a member, other than a Category A member and a Category B member, is an employee, he/she must make
a monthly contribution to the fund equal to a percentage of his’her remuneration as agreed on by the particular Local
Authority and the member. Prior notice of the particulars of such an agreement must be provided to the insurer and,
notwithstanding any provision to the contrary contained in his agreement, the monthly contribution must at least be
equal to the monthly contributions made by the member to the old fund immediately prior to the date on which he/she
became a member of the fund, subject to an absolute minimum contribution of 5% of hisfher remuneration per month.

A Category A member must make a monthly contribution to the fund equal to at least 2% of his/her remuneration, less
the amount of the member's contributions which are payable to the risk scheme to which the fund subscribes.

A Category B member must make a monthly contribution to the fund equal to the following:

1. the contributions as described in Rule 4.1(1); and

2. an additional monthly contribution equal to at least 2% of his/her remuneration less the amount of the
member's contribution which is payable to the risk scheme to which the fund subscribes.

The Local Authority must deduct a member's contribution for a particular month from the member's remuneration
before or on the last day of that month.

If the member's membership commences after the fifteenth day of a month, no contribution is payable for the month in
which he/she becomes a member.

The member's contributions are applied in respect of retirement benefits.
Employer contributions

The Local Authority must contribute monthly to the fund in respect of a member, other than a Category A and Category
B member, who contributes to the fund, a sum equal o the percentage as described in the agreement between the
Local Authority and the Insurer and of which rate the employee has been informed in writing. Notwithstanding any
provision to the contrary contained in such an agreement, the monthly contributions must at least be equal to the
monthly contribution made by the Local Authority to the old fund in respect of such an employee immediately prior to
the date on which he/she became a member of the fund, subject to an absolute minimum contribution of 5% of his/her

remuneration per month, less the amount of the Local Authority's contributions which are payable to the risk scheme to
which the fund subscribes.

In case of a Category A member who contributes to the fund, the Local Authority must make a monthly contribution to
the fund equal to at least 2% of his/her remuneration less the amount of the Local Authority's contributions which are
payable to the risk scheme to which the fund subscribes.

In case of a Category B member the Local Authority must make a monthly contribution equal to the following:
1. the contributions as described in Rule 4.1(1); and

2. additional monthly contribution equal to at least 2% of his/her remuneration less the amount of the Local
Authority contributions which are payable to the risk scheme to which the fund subscribes. @

-10-



NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULEE
REPORT OF THE BOARD OF FUND (continued)
FOR THE YEAR ENDED 30 JUNE 2017

(d)

1.4.
1.4.1.

1.5.

If a member's membership commences after the fifteenth day of a month, no contribution is payable in respect of that
member for the month in which he/she become a member.

Rule Amendments

Amendments
Description Date of Effective Date registered by
board of date the
resolution Financial Services
Board
3 To comply with the Registrar of Pension 3 April 2017 1 July 2012 5 June 2017

Fund's that contribution rates have to be
reflected in the Fund rules.

3 To make provision for Councillors to become 3 April 2017 1 March 2017 5 June 2017

members of the Fund.

All rule amendments are available for inspection at the fund's registered office.

Reserves

Contingency Reserve

The fund keeps a Contingency Reserve. This is credited with all profits received from the insurer from the risk
underwriting profit share agreement the fund has with the insurer. The Contingency Reserve Account is debited with
payments by the fund not governed by any other rules as approved by the Board of Fund and where necessary, in
consultation with the Actuary and transfers to members' shares in the form of fund interest in consuitation with the
Actuary.

INVESTMENTS

Investment strategy

The Board of Fund have formulated an investment strategy whereby the investments are managed according to the

following principles. This investment strategy complies with the provisions of Regulation 28 of the Pension Funds Act
in South Africa.

Investment policy

The investment policy sets out the investment arrangement of the National Fund for Municipal Workers and covers all

aspects required for a detailed investment arrangement within the guidelines of Regulation 28 of the Pension Funds
Act.

The Fund has a diverse range of members of differing ages and with different needs. Thus they also have different
investment objectives. With reference to the Fund vision, mission and risk profile, the following five portfolios have
been selected to cater for the needs of the members,

Capital Protector
Stable Growth
Capital Growth
Aggressive Growth
Shariah Portfolio

ahON=
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE E
REPORT OF THE BOARD OF FUND (continued)
FOR THE YEAR ENDED 30 JUNE 2017

2.1.2.

Investment portfolios

Capital Protector

The objective of the Capital Protector Portfolio is to achieve a return of CPI+1% pa (net of fees) over a rolling 1-year
period at least 50% (probability) of the time. The portfolio is expected to produce positive returns over a rolling 12
month period 100% (probability) of the time. The portfolio is suitable for the members that require capital security and
no negative returns and is suitable for members within 2 years to retirement.

Stable Growth

The objective of the Stable Growth Portfolio is to achieve a return of CPi+2.25% pa (net of fees) over a rolling 3-year
period at least 50% (probability) of the time. The portfolio is expected to produce positive returns over a rolling 12
month period at least 85% (probability) of the time. The portfolio is suitable for the members who require relatively
stable returns but are comfortable with a probability of negative short- term returns from time to time and is designed
for members within 2 to 5 years to retirement.

Capital Growth

The objective of the Capital Growth Portfolio is to achieve a return of CPI+3.00% pa (net of fees) over a rolling 3-year
period at least 50% (probability) of the time. The portfolio is expected to produce positive returns over a rolling 12
month period at least 75% (probability) of the time. The portfolio is suitable for the members who require capital
growth and are comfortable with a more volatile short-term returns and negative returns from time to time and is
designed for members within 5 to 10 years to retirement.

Aggressive Growth

The objective of the Aggressive Growth Portfolio is to achieve a return of CP1+4.25% pa (net of fees) over a rolling 3-
year period at least 50% (probability) of the time. The portfolio is expected to produce positive returns over a rolling 12
month period at least 65% (probability) of the time. The portfolio is suitable for the members with long term
investment horizon looking to maximise capital growth whilst acknowledging this will lead to volatile returns and an
increased likelihood of negative returns in the short term and is designed for members with more than 10 years to
retirement.

Shariah Portfolio

This portfolio is suitable for Muslim investors requiring a Sharia-compliant portfolio appropriate for retirement
schemes. The portfolio will be invested in a wide variety of domestic and international asset classes such as equity
securities, sukuks and listed property, within the constraints of the statutory investment restrictions for retirement
funds. The underlying investments will comply with Sharia requirements as prescribed by the Accounting and Auditing
Organisation for Islamic Financial Institutions (AAOIFI). Members in this portfolio seek to build and grow their long-
term retirement savings, while preserving the purchasing power of their capital over the long-term and limiting their
exposure to short-term market fluctuations. The portfolio was launched in August 2012,

Unclaimed benefits

The unclaimed benefits will be managed as part of the Capital Growth investment choice of the fund. q

-12-



NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE E
REPORT OF THE BOARD OF FUND (continued)
FOR THE YEAR ENDED 30 JUNE 2017

2.2,

Management of investments

All investment administrators have complete discretion as to the compaosition of their share of the portfolio within the
boundaries allowed by the Pension Funds Act in South Africa. The Board of Fund oversees the investment policy

and monitors the asset allocation and performance of the investment administrators against the investment strategy

of the Fund. Investment managers are remunerated according to their mandates.

The fair value of the Fund's investment, administered by the investment administrators at the end of the year was:

30 June 2017 30 June 2016
R R
Allan Gray Life Limited 3,190,223,709 2,824,814,520
Atlantic Asset Management (Pty) Ltd 612,812,408 896,070,762
Catalyst Fund Managers (Pty) Ltd 523,168,404 607,535,520
Coronation Asset Managers (Pty) Ltd 2,495,382,988 2,512,832,462
Futuregrowth Asset Managers (Pty) Ltd 518,225,591 288,216,732
Sanlam Investment Management (Pty) Ltd 1,541,786,803 1,260,226,537
Morgan Stanley Investment Funds plc 247,751,706 345,557,354
ACPI Investment Managers 145,885,745 162,645,902
Nedgroup Investments Fund plc 563,723,921 628,265,010
Kagiso Asset Managers (Pty) Ltd 8,715,729 11,566,638
Old Mutual Life Assurance Company SA Ltd 966,423,966 659,046,982
Investec Asset Management (Pty) Ltd 591,527,233 509,428,934
Business Park@Zambesi - 4,846,365
Metope Investment Managers (Pty) Ltd 81,397,136 30,424,586
Novare Investments (Pty) Ltd 132,888,395 205,163,621
Prescient Investment Management (Pty) Ltd 986,842,047 724,035,436
Mazi Asset Management (Pty) Ltd 298,678,071 -
Total value of investments managed 12,905,433,852 11,660,677,361
MEMBERSHIP
Active Pensioners Unclaimed
members benefits
Number at the beginning of year 43,351 2 836
Adjustments* (469) - 6
Additions 4,040 11 2
Transfers in 160 - -
Withdrawals (879) - -
Retirements (523) - -
Disabilities (58) - -
Deaths (133) - -
Unclaimed benefits paid - - (16)
Number at the end of the year 45,489 13 828
Number at end of year 45,475 13 828
(South African citizen)
Number at end of year 14 - -

(non-South African citizen)

Adjustments:

* Adjustment to prior year closing balance is for members that belonged to two categories that were included in the

membership count.

Adjustment to Unclaimed relates to the prior year closing membership understated.

ACTUARIAL VALUATION

The last statutory actuarial valuation for the Fund was done for the period ended 30 June 2015, the results of such

valuation are reported in schedule HB of the annual financial statements.

SURPLUS APPORTIONMENT

The Fund is a defined contribution fund which operates in such a way that no actuarial surplus may arise and any
surpluses which arise, are distributed annually amongst all the members.

f



NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE E
REPORT OF THE BOARD OF FUND (continued)
FOR THE YEAR ENDED 30 JUNE 2017

6.

HOUSING LOAN FACILITIES

Loans to members were granted in terms of rule 9.12 and 9.13 of the rules of the Fund and section 19(5) of the
Pension Funds Act in South Africa, and are secured by members' withdrawal benefits and/or mortgage bonds.

INVESTMENTS IN PARTICIPATING EMPLOYERS

No investments in participating employers have taken place.

SIGNIFICANT MATTERS

As at 30 June 2017 the current liabilities exceeded the current assets by R145 049 856 (2016 : R108 535 329)
rendering the Fund illiquid. However the Fund has sufficient investments listed under non-current assets, which are
liquid, and should a need arise for these liabilities to be settled immediately, the Fund will be able to meet this
obligation.

SUBSEQUENT EVENTS

There are no subsequent events. @
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE F
STATEMENT OF NET ASSETS AND FUNDS
AS AT 30 JUNE 2017
30 June 2017 30 June 2016

Note R R
ASSETS
Non-current assets 13,394,543,384 12,109,552,735
Property and equipment 2 20,472,797 16,222,795
Investments 3 12,905,433,852 11,660,677,361
Housing loans 4 91,979,774 101,893,596
Loan receivable 17 376,656,961 330,758,983
Current assets 199,232,244 269,478,475
Accounts receivable 5 36,388,194 77,272,340
Contributions receivable 10 99,194,127 89,676,394
Cash at bank 63,649,923 102,529,741
Total assets 13,593,775,628 12,379,031,210
FUNDS AND LIABILITIES
Members’ funds and surplus account 13,177,863,945 11,983,516,934
Members' individual accounts 13,136,508,988 11,894,035,055
Amounts to be allocated 18 41,354 957 89,481,879
Reserves
Reserve accounts 16 55,901,815 -
Total funds and reserves 13,233,765,760  11,983,516,934
Non-current liabilities
Unclaimed benefits 8 15,727,768 19,500,472
Current liabilities 344,282,100 376,013,804
Benefits payable 7 308,459,445 327,087,238
Accounts payable 9 35,822,655 48,926,566
Total funds and liabilities 13,593,775,628

-15-
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE HA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

1.

1.1.

1.2

1.3.

1.3.1.

PRINCIPAL ACCOUNTING POLICIES

The following are the principal accounting policies used by the Fund. These policies have been applied consistently to all
years presented, unless otherwise specifically stated.

PURPOSE AND BASIS OF PREPARATION OF ANNUAL FINANCIAL STATEMENTS

The annual financial statements are prepared in accordance with the Regulatory Reporting Requirements for Retirement
Funds in South Africa, the rules of the Fund and the provisions of the Pension Funds Act.

The annual financial statements are prepared on the historical cost and going concern bases, except where specifically
indicated otherwise in the accounting policies below:

PROPERTY AND EQUIPMENT
All property and equipment are initially recorded at cost.

Owner-occupied buildings are subsequently stated at historical cost less accumulated depreciation and accumulated
impairment losses.

Depreciation is calculated on the straight-line method to write-off the cost of each asset, to their residual values over their
estimated useful lives as follows:

Buildings 50 years
Furniture & fittings 6 years
Computer equipment & software 3 years

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

FINANCIAL INSTRUMENTS
Measurement

Financial instruments are initially measured at fair value as of trade date, which excludes transaction costs. Subsequent to
initial recognition, these instruments are measured as set out below.

Financial instruments are recognised on acquisition using frade date accounting, which includes transaction costs. Upon
initial recognition financial instruments are designated at fair value through the statement of changes in net assets and
funds as the assets or liabilities are managed, evaluated and reported internally on a fair value basis and/or the
designation eliminates or significantly reduces an accounting mismatch which would otherwise arise.

Subsequent to initial recognition, these instruments are measured as set out below.
Investments

Investments are classified at fair value through the statement of changes in net assets and funds and are measured at fair
value.

Housing loans and loans receivables

Loans and receivables are non-derivative financial assets with fixed or determined payments that are not quoted in an
active market other than those that the fund intends to seli in the short term or that is designated as at fair value through
the statement of changes in net assets and funds. Loans and receivables are measured at atmortised cost less any
impairment losses.

Equities

Equity instruments consist of equities with primary listing on the JSE, equities with secondary listing on the JSE, foreign
listed equities and unlisted equities.

Equity instruments designated as fair value through the statement of changes in net assets and funds by the fund are
initially recognised at fair value on trade date.

Listed equities

Equity instruments are subsequently measured at fair value and the fair value adjustments are recognised in the statement
of changes in net assets and funds. The fair value of equity instruments with standard terms and conditions and traded on
active liquid markets is based on regulated exchange quoted ruling closing prices at the close of business on the last
trading day on or before the reporting date. %3
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE HA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2017

1.3.1.

1.3.2.

1.3.3.

1.34.

1.4.

1.5.

Investments (continued)

Preference shares

Listed preference shares

The fair value of listed preference shares traded on active liquid markets is based on regulated exchanged quoted ruling
closing prices at the close of business on the last trading day on or before the reporting date.

Insurance policies

Linked or market-related policies

If the policy is unitised, the value is equal to the market value of the underlying units. Other linked or market-related
policies are valued at the market value of the underlying assets for each policy, in line with the insurer's valuation
practices.

Collective investment scheme

Investments in collective investment schemes are valued at fair value which is the quoted unit values, as derived by the
collective investment scheme manager with reference to the rules of each particular collective investment scheme,
multiplied by the number of units.

Accounts receivable

Accounts receivable are financial assets measured initially at fair value and subsequently measured at amortised cost
using the effective interest rate method, less any allowance for impairment.

Cash and cash equivalents

Cash and equivalents comprise cash in hand, deposits held at call with banks, and other short-term highly liquid
investments with original maturities of three months or less. Cash and cash equivalents are measured at fair value.

Accounts payable

Accounts payable are financial liabilities measured initially at fair value, net of transaction costs that are directly
attributable to the liability and subsequently measured at amortised cost using the effective interest rate method.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

Provisions

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

Contingent liabilities

A contingent liability is not recognised in the statement of net assets and funds, but disclosed in the notes to the financial
statements, unless the possibility of an outflow of resources embodying economic benefits is remote.

Contingent assets

A contingent asset is not recognised in the statement of net assets and funds, but disclosed in the notes to the financial
statements when an inflow of economic benefits is probable.

CONTRIBUTIONS

Gross contributions are brought to account on the accrual basis except for voluntary contributions, which are recorded in
the year in which they are received.

Interest charged on late payment of contributions
Compound interest on late payments or unpaid amounts and values shall be calculated for the year from the first day of

the month following the expiration for the month in respect of which the relevant amounts or values are payable or
transferable until the date of receipt by the fund. @
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE HA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2017

1.6.

1.7.

1.8.

1.8.

INVESTMENT INCOME

Investment income comprises of dividends, interest and adjustment to fair value.

Dividends

Dividend income is recognised in the statement of changes in net assets and funds when the right to receive payment is
established - this is the last date to trade for equity securities. For financial assets designated at fair value through the
statement of changes in net assets and funds, the dividend income forms part of the fair value adjustment.

interest

Interest income in respect of financial assets held at amortised cost is accounted for in the statement of changes in net
assets and funds using the effective interest rate method.

Income from policies with insurance companies
Insurance policy income is recognised when the right to receive payment is established.
Gains and losses on subsequent measurement

Gains or losses arising from changes in the fair value of financial assets at fair value through the statement of changes in
net assets and funds are presented in the statement of changes in net assets and funds in the year in which they arise.

Expenses incurred in managing investments
Expenses in respect of the management of investments are recognised as the service is rendered.

BENEFITS

Benefits payable are measured in terms of the rules of the Fund. Benefit payments are recognised as an expense when
they are due and payable in terms of the rules of the Fund. Any benefits not paid at the end of the reporting period are
recognised as a current liability and are classified as benefits payable.

TRANSFERS TO AND FROM THE FUND

Section 14 and 15B transfers to or from the Fund are recognised on approval being granted by the Financial Services
Board. Individual transfers are recognised when the individual member's transfer is received or paid.

ADMINISTRATION EXPENSES

Expenses incurred are recognised in the Statement of Changes in Net Assets and Funds in the reporting period to which
they relate. An expense is recognised if it is probable that any future economic benefit associated with the item will flow
from the Fund and the cost can be reliably measured. In the event that an expense has not yet been paid at the end of the
reporting period, the liability will be reflected in the accounts payable note. If an expense has been paid in advance or has
been overpaid, the asset will be disclosed in the accounts receivable note.

. ASSET IMPAIRMENT

The carrying amounts of the Fund's assets are reviewed at each reporting date to determine whether there is any
indication of impairment. A financial asset is considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cash flows of the asset. If any such indication exists, the asset's
recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of a financial asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in the Statement of Changes in Net Assets and Funds.

The Fund first assesses whether objective evidence of impairment exists for financial assets that are individually
significant, such as service provider debtors. In the case of assets which are not individually significant, such as
contribution debtors, financial assets are grouped on the basis of similar credit characteristics, such as asset type and
past-due status. These characteristics are used in the estimation of future cash flows recoverable.

The recoverable amount of other assets is the greater of their net selling price and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

If, in a subsequent period, the amount of the impairment loss decreases, and the decrease can be related objectively to an
event occurring after the impairment was recognised, then the previously recognised impairment loss is reversed in the
Statement of Changes in Net Assets and Funds. %}
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE HA

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2017

2. PROPERTY AND EQUIPMENT

2.1. Currentyear

Buildings Computer Furniture and Total
R equipment and fittings
software
Gross carrying amount R R R
Cost at beginning of year 13,391,250 2,297,881 1,106,641 16,795,772
Additions 4,846,365 747,215 160,350 5,753,930
At end of year 18,237,615 3,045,096 1,266,991 22,549,702
Accumulated depreciation and impairment
At beginning of year (230,445) (146,642) (195,890) (672,977)
Depreciation charges (348,598) (950,813) (204,517) (1,503,928)
Net carrying amount at end of year 17,658,572 1,947,641 866,584 20,472,797
2.2, Prior year
Buildings Computer Furniture and Total
R equipment and fittings
software
Gross carrying amount R R R
At beginning of period 4,343,203 43,188 546,499 4,932,890
Additions 9,048,047 2,254,693 560,142 11,862,882
At end of year 13,391,250 2,297,881 1,106,641 16,795,772
Accumulated depreciation and impairment
At beginning of period (83,438) (14,396) (90,436) (188,270)
Depreciation charges (147,007) (132,246) (105,454) (384,707)
Atend of year (230,445) (146,642) (195,890) (572,977)
Net carrying amount at end of period 13,160,805 2,151,239 910,751 16,222,795
Buildings:
625 square metres in a sectional title scheme known as Business Park@Zambesi, Montana extension 143, City of Tshwane
Metropolitan Municipality. g
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE HA

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2017

9. ACCOUNTS PAYABLE

30 June 2017 30 June 2016
R R
Risk premiums and benefits 23,577,118 35,016,727
PAYE 8,445,119 94,401
Audit fees accrual 708,434 672,030
Risk claims: Members 926,083 926,083
Sundry Creditors 1,002,997 1,024,337
RFS Home Loans (Pty) Ltd 52,650 37,602
National Pension Fund for Municipal Workers - 6,000,229
Administration fees 1,110,254 5,155,157
Total 35,822,655 48,926,566
10. CONTRIBUTIONS
At beginningof Towards Towards re- Contributions At end of
year retirement  insurance and received year
expenses
R R R R R

Member contributions received and 32,712,589 467,360,573 - (471,631,859) 28,441,303
accrued
Employer contributions received and 56,963,805 797,124,751 256,548,161 (1,039,883,893) 70,752,824
accrued
Additional voluntary contributions - - 7,218,981 - (7,218,981) -
members
Total 89,676,394 1,271,704,305

Towards retirement
Towards reinsurance and expenses

Statement of changes in net assets and funds

11.  NET INVESTMENT INCOME

256,548,161 _(1,518,734,733) 99,194,127

_—

1,271,704,305
256,548,161

1,528,252,466

30 June 2017 30 June 2016
R R

Income from investments 398,316,610 330,133,459
+ Dividends 220,957,236 151,619,494
* Interest 176,970,314 178,049,310
+ Interest received on home loans 389,060 464,655
interest on late payment of contributions 653,643 1,253,596
(Loss)/profit on foreign exchange difference (155,826,561) 249,578,514
Adjustment to fair value 543,034,361 591,910,207

786,178,053 1,172,875,776

Less: Expenses incurred in managing investments

Total

-26 -

(106,118,947)

(77,321,072)

680,059,106

1,095,554,704
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NATIONAL FUND FOR MUNICIPAL WORKERS
SCHEDULE HA

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 30 JUNE 2017

12. OTHER INCOME

30 June 2017 30 June 2016
R R
Sanlam risk income received - 47,298,458
Rental income 40,666 133,492
Script lending fees received 2,639,096 1,264,892
Home loans interest 34,721,242 29,133,728
Repo fees received 1,811,234 1,364,526
Total 39,212,238 79,195,096
13. ADMINISTRATION EXPENSES
30 June 2017 30 June 2016
R R
Administration fees 37,054,340 75,175,540
Audit fees 1.294 529 683 919
Audit fees - Audit services 708,435 672,030
Audit fees - Other services 267,814 -
Audit fees - Under provision previous year 318 280 11 889
Legal fees and compliance fees 5,303,144 4,379,517
Depreciation 1,503,928 384,707
Fidelity insurance 358,559 282,672
Other expenses 9,072 974 5215379
Bank charges 74,684 77,694
Occupational rent 412,120 383,977
Financial Services Board Levy 716,522 -
Marketing expenses 2,702,487 2,573,166
Conference and meetings 936,238 746,767
Consultancy fees 2,392,225 1,268,409
Travel and accommodation (non - Board of Fund ) 691,913 165,366
Printing expense 1,121,071 -
Security 25714 A
Office expenses 4,064,708 1,463,751
Board of Fund expenses 13.1 3,825,533 3,152,698
Staff expenses 13.2 23,415,168 1,822,415
Principal Officer expenses 13.3 355,311 466,165
Total 86,248,194 93,026,763
13.1. Board of Fund expenses
30 June 2017 30 June 2016
R R
Meeting allowances 1,706,250 1,275,735
Board of Fund - expenses 2,119,283 1,876,963
Total 3,825,533 3,152,698
13.2. Staff expenses
30 June 2017 30 June 2016
R R
Staff expenses- Remuneration 23,415,168 1,822,415
Total 23,415,168 1,822,415
13.3. Principal Officer expenses
30 June 2017 30 June 2016
R R
Principal officer expenses - Other payments 355,311 466,165
Total 355,311 466,165

-27 -
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NATIONAL FUND FOR MUNICIPAL. WORKERS

SCHEDULE HA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2017

14.

RISK MANAGEMENT POLICIES

Solvency risk

Solvency risk is the risk that the investment returns on assets will not be sufficient to meet the Funds contractual
obligations to members.

Continuous monitoring by the Board and the Fund's actuary takes place to ensure that appropriate assets are held
where the Fund's obligation to members are dependent upon the performance of specific portfolio assets and that a
suitable match of assets exists for all other liabilities.

Credit risk

Credit risk is the risk that a counter-party to a financial instrument will fail to discharge an obligation, and cause the
Fund to incur a financial loss.

The Board monitors receivable balances on an ongoing basis with the result that the Fund's exposure to bad debts is
not significant. An appropriate level of provision is maintained.

Legal risk
Legal risk is the risk that the Fund will be exposed to contractual obligations which have not been provided for.

Legal representatives of the Fund monitor the drafting of contracts to ensure that rights and obligations of all parties
are clearly set out.

Cash flow risk

Cash flow risk is the risk that future cash flows associated with monetary financial instruments will fluctuate in
amount. In the case of a floating rate debt instrument, for example, such fluctuations result in a change in the
effective interest rate of the financial instrument, usually without a corresponding change in its fair value.

The Board of Fund monitors cash flows by using monthly cash flow projections.

Currency risk

Currency risk is the risk that the value of an instrument will fluctuate in Rands owing to changes in foreign exchange
rates. The Fund’'s exposure to currency risk is mainly in respect of foreign investments made on behalf of members
of the Fund for the purpose of seeking desirable international diversification of investments.

The Board of Fund monitors this aspect of the Fund's investments and limits it to 25% of total assets.
Liquidity risk
Liquidity risk is the risk that the Fund will encounter difficulty in raising funds to meet commitments associated with

financial instruments.

As at 30 June 2017 the current liabilities exceeded the current assets by R 145 049 856 (2016 : R 106 535 329)
rendering the Fund illiquid. However the Fund has sufficient investments listed under non-current assets, which are
liquid, and should a need arise for these liabilities to be settled immediately, the fund will be able to meset this
obligation.

Market risk

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

Investments

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

Continuous monitoring takes place to ensure that appropriate assets are held where the liabilities are dependent upon
the performance of specific portfolios of assets and that a suitable match of assets exists for all non~market related
liabilities.
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE HA
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2017

15. RELATED PARTY TRANSACTIONS
Key management personnel

Trustees

RJ Field

JCG Burger

NF Ratlhaga
CCK Antonio

KG Booysen
MC Makgalemele
ME Jantjie

HS Rossouw
EA Schutte

PS Mofokeng

L Geldenhuys
CJ Labuschagne
NC Cindi

R Solomons

A Tiemie

Principal Officer

SL Samons

Transactions with related parties

Board of Fund allowances paid

Refer to note 13.1 for full disclosure concerning the Board of Fund allowances paid.
Principal Officer's expenses

Refer to note 13.2 for full disclosure concerning the Principal Officer's expenses paid.
Contributions received

The contributions received by the Fund from the Board of Fund were as follows: R1 362 123 (2016: R1 280 193). The amount
includes both member and employer contributions.

This constitutes contributions by related party as a member of the Fund in their individual capacities. All contributions by the
related parties were on the same terms as applicable to all members of the Fund.

During the 2007 financial year, the majority of the loan book of the National Fund for Municipal workers was sold to RFS Home
Loans (Pty) Ltd. As substantially the risk and rewards had not been transferred to RFS Home Loan (Pty) Ltd, the full home
loan balance R91 979 774 (2016: R101 893 596} is still reflected in the financial statements of the fund. The balance on the
amount owed by RFS Home Loans (Pty) Lid is R376 656 961 (2016: R330 758 983). This is consistent with the previous year.
In terms of the agreement RFS Home loans (Pty) Ltd is to settle the interest portion as follows: 1% of the capital balance and

interest at prime less 3% per annum. RFS Home Loans (Pty) Ltd must settle the loan by 2035. Refer to note 12 on the interest
received regarding this loan.

16. SURPLUS AND RESERVE ACCOUNTS

Contingency
reserve
R
At beginning of year -
Transfer between reserve accounts 55,901,815
At end of year 55,901,815
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NATIONAL FUND FOR MUNICIPAL WORKERS
SCHEDULE HA

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2017

17. LOAN RECEIVABLE

30 June 2017 30 June 2016
R R

Opening Balance 330,758,983 287,471,685
Amount payable by employer 563,732,428 49,888,977
Interest raised 34,721,242 29,095,738
Less:

- Payments received 38,751,075 32,356,427
- Transfer to trade and other receivables 3,804,617 3,341,000
Total 376,656,961 330,758,983
Disclosed as:

- Non-Current 376,656,961 330,758,983

18.

The loan receivable relates to the interest portion and re-issued loans of the housing loan facilities sold to RFS Home Loans
(Pty) Ltd by the Fund during the 2007 financial year. The interest on the loan is charged at prime less 3% receivable at the end
of each month. The capital balance of 1% is repayable at any time during the course of the Fund's financial year at the rate not
less than 1% of the total outstanding loan opening balance for that financial year. The loan will be paid in full on or before 30
June 2035 and carry no early settlement penalties.

AMOUNTS TO BE ALLOCATED
30 June 2017 30 June 2016
R R

Living Annuity members allocated 01 July 2017* 43,102,109 -
Gross Contributions June 2017 received subsequent to year end** 112,390,518 -
Bonus declaration June 2017*** (143,308,606) -
Investment return to be allocated**** 29,170,936 25,134,478
Risk insurance surplus**** - 64,347,401
Total amounts to be allocated 41,354,957 89,481,879

“Relates to the Living Annuity members loaded by Sanlam Employee Benefits on the new Administration system as at 01 July
2017.

**Gross Contributions for June 2017 that were received and processed after year end.

***The Member Individual Accounts report did not refiect the bonus declaration for June 2017 at the time of preparing the
Annual Financial Statements due to the timing difference between loading this onto the Administration system in July 2017 and
extracting the report.

**** The returns to be allocated relates to timing differences in investment and receipt of money and slight mismatching of
assets and liabilities.

***Risk insurance surplus relates to profit received from the insurer from a risk underwriting profit share agreement that the
Fund has with the insurer, that has not been distributed to the members at year end. This amount has been transfered to the
Contingency Reserve Account as per the Actuarial recommendation. @
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NATIONAL FUND FOR MUNICIPAL WORKERS

REPORT OF THE VALUATOR
FOR THE YEAR ENDED 30 JUNE 2017

SCHEDULE HB

NATIONAL FUND FOR MUNICIPAL WORKERS
REPORT OF THE VALUATOR
FOR THE YEAR ENDED 30 JUNE 2017

Particulars of financial condition of the fund as at 30 June 2015
(the last statutory valuation of the fund)

1. Net assets available for benefits.
R 10 050 029 000

2.  The actuarial value of the net assets available for benefits, for the purposes of
comparison with the actuarial present value of promised retirement benefits.

R 10 050 029 000

3.  The actuarial present value of promised retirement benefits, split into vested and
non-vested benefits.

Members’ fund credits as at 30 June 2015 R 9993 947 000
Outstanding direct housing loans R 5517 000
Deferred members R 774 000
Total liabilities as at 30 June 2015 R 10 000 238 000

4, Contingency reserve account balances.
Contingency reserve account as at 30 June 2015 R 8 008 000
5. Details of the valuation method adopted (including that in respect of any
contingency reserve) and details of any changes since the previous summary of
report.
Assets:
Assets were valued at the full market value. Adjustments were made for accruals at the
valuation date (e.g. contributions in respect of the valuation period received after the
valuation date, outstanding benefit payments, outstanding expenses, etc.)
Liabilities:
The fund operates on a defined contribution basis. The accrued liabilities are therefore

equal to the sum of the individual members' fund credits and the balance in the contingency
reserve account.

Funding level:

The funding level is the rate of the value of the assets to the value of the liabilities.
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NATIONAL FUND FOR MUNICIPAL WORKERS

REPORT OF THE VALUATOR
FOR THE YEAR ENDED 30 JUNE 2017

Details of the actuarial basis adopted (including that in respect of any
contingency reserve) and details of any changes since the previous summary of
report.

Refer to par. 5 above.

Any other particulars deemed necessary by the valuator for the purposes of this
summary.

The statutory valuation of the fund as at 30 June 2015 disclosed an excess of
R 41783000 (corresponding to a funding level of 100.42%). The previous statutory
valuation at 30 June 2014 revealed an excess of R 9 251 000 (corresponding to a funding
level of 100.10%).

The main reason for the improvement in the financial position was the cost deduction from
July 2014 to April 2015. Over this period the fund return was reduced by 0.06% per month
and only reduced to 0.05% per month from May 2015 onwards. This resulted in a total
deduction of approximately R 69.1 million to cover investment fees not deducted directly
off investment returns and expenses not directly deducted from the members’
contributions, which totaled R 50.6 million over the valuation period resulting in a profit of
R 18.5 million (or 0.18% of assets) over the valuation period.

The board of trustees agreed with the valuator's recommendation that the excess be
retained in the fund and that the situation be reconsidered after the migration to the new
administration platform has been successfully completed.

A statement as to whether the fund was in a sound financial condition for the
purposes of the Pension funds Act, 1956.

The assets of the fund are sufficient to cover 100.42% of the members' liabilities as at
30 June 2015 and the fund was hence financially sound. It can be expected that the
funding level of a fund of this nature will fluctuate around 100%, for example due to timing
differences in the investment and receipt of monies, alight mismatching of assets and
liabilities and processing errors.

Prepared by me:

Fll

R )AGROBLER

VALUATOR

Fellow of the Actuarial Society of South Africa
Fellow of the Faculty of Actuaries

In my capacity as the valuator of the Fund and as an employee of Alexander Forbes Financial
Services

19 September 2017
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m KPMG Inc. Telephone  +27 (0)11 647 7111

KPMG Crescent Fax +27 (0)11 647 8000
85 Empire Road, Parktown, 2193, Docex 472 Johannesburg
Private Bag 9, Parkview, 2122, South Africa Internet kpmg.co.za

Report of the Independent Auditor of National Fund for Municipal Workers
of factual findings to the Board of Fund and the Registrar of Pension Funds

We have performed the procedures agreed with the Registrar of Pension Funds (the Registrar) and set
out below with respect to the audited financial statements (annual financial statements) and other
information in the general ledger and management information comprising the accounting records of
the National Fund for Municipal Workers (the Fund) for the year ended 30 June 2017. Our engagement
was undertaken in accordance with the International Standard on Related Services (ISRS) 4400
Engagements to perform agreed-upon procedures regarding financial information. Our procedures
were performed solely to assist the Registrar in evaluating whether any instances of non-compliance
with the requirements of the relevant sections of the Pension Funds Act of South Africa (the Act),
regulations and rules of the Fund were identified. The responsibility for determining the adequacy or
otherwise of the procedures agreed to be performed, is that of the Registrar.

Procedures and findings

Our procedures performed are set out in the numbered paragraphs in the attached table, which forms
part of our report, together with our findings thereon. Unless otherwise indicated, all balances, lists,
schedules etc. referred to in the table relate to the accounts/balances reflected in the annual financial
statements of the Fund for the year ended 30 June 2017.

Because the procedures do not constitute an audit, a review or other assurance engagement performed
in accordance with the IAASB’s International Standards we do not express any assurance, Had we
performed additional procedures, or had we performed an audit, a review, or other assurance
engagement, other matters might have come to our attention that would have been reported.

Restriction on use and distribution

Our report is solely for the purpose set out in the first paragraph of this report and for the information
of the Registrar and accordingly may not be suitable for any other purpose and distributed to other
parties. This report relates only to the information specified and does not extend to the annual financial
statements of the Fund taken as a whole.

KPMG Inc.

Per LW Grobler

Chartered Accountant (SA)
Registered Auditor
Associate Director

20 November 2017

KPMG inc. is a company incorporated under the South African Chiet Executive: N Diomu
Companies Act and 2 member firm of the KPMG network of Directors: Full list on website
independent member firms affiliated with KPMG Internationat

Cooperative ("KPMG Intemational”), a Swiss entity.

The company’s principal place of business is at KPMG Crescent
KPMG Inc. is a Registered Auglg, in public practice, in terms of 85 Empire Road, Parktown, where a list of the directors’ names is

the Auditing Profession Act, 26 of 2005 available for inspection.

Registration number 1899/021543/21
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Report of the Independent Auditor of National Fund for Municipal Workers of factual
findings to the Board of Fund and the Registrar of Pension Funds (continued)

| Procedures

i e e

Statement of Net Assets
and Funds

Investments

Inspect the list of
investment balances
reflected in the general
ledger of the Fund as at
30 June 2017 for any
investments in accordance
with the terms of section
19(4) of the Act.

The Fund does not hold investments prohibited in terms of
section 19(4) of the Act.

Agree details of the
written confirmations
obtained from the
investment
managers/insurers to the
investment balances
reflected in the general
ledger.

Details of the written confirmations obtained from the
investment managers were agreed to the investment
balances reflected in the general ledger.

Where investments held
in the participating
employer exceed 5% of
the total assets as
reflected in the financial
statements, inspect the
appropriate approval of
the Registrar.

Not applicable to the Fund.

1.2

Obtain the signed
investment policy
statement and, where
applicable, the portfolio
management
agreement/investment
mandate between the
Fund and the investment
administrator(s), and
perform the following
procedures on a sample of
10 mandates (comprising
the 3 largest by value of
investments at year end
and 7 other randomly
selected mandates):
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Report of the Independent Auditor of National Fund for Municipal Workers of factual

Procedures

findings to the Board of Fund and the Registrar of Pension Funds (continued)
R—— - = Fmdmgs __ g

1.2.1

Inspect whether the
underlying investments
are in compliance with the
signed investment policy
statement and, where
applicable, the portfolio
management
agreement/investment
mandate.

The underlying investments were in compliance with the
signed investment policy statement and the portfolio
management agreements/investment mandates.

1.2.2

Inspect whether the
investment mandate and
the investment policy
statement provide for
securities lending
transactions and
investments in hedge
funds, private equity
funds and derivatives, as
prescribed.

The investment mandate and the investment policy
statement did provide for securities lending transactions
and investments in hedge funds, private equity funds and
derivatives, as prescribed.

123

Inspect whether the
collateral and
counterparty requirements
as prescribed are
complied with.

The collateral and counterparty requirements as prescribed
were complied with.

1.24

For segregated portfolios,
confirm directly with the
investment
administrator(s):

(a) whether scrip
lending took place
during the year and,
if so,

whether there was
collateral provided
by the
counterparty/(ies) for
any scrip lending
activities and, if so,
the percentage
exposure covered by
the collateral.

Report on the amount for

a).

(b)

©

The direct confirmation received from the investment
administrator indicated that;

(a) scrip lending took place during the year. Scrip
lending amounted to R1 271 893 359 at 30 June
2017

(b) collateral was provided by the counterparties for
the scrip lending activities.

(c) collateral provided covered 105% of the exposure.

Member individual
accounts (defined
contributions funds as
well as defined
contribution section of
hybrid funds)
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Report of the Independent Auditor of National Fund for Municipal Workers of factual
findings to the Board of Fund and the Registrar of Pension Funds (continued)

2.1 Obtain a list of member
individual accounts per
participating employer
that agrees in total to the
Statement of Net Assets
and Funds as at 30 June
2017.

22 Select a random sample of
the lesser of 50 or 10% of
the number of members
(from participating
employers selected in 8.1
below) from the list of
members and perform the
following procedures:

221 Compare the member and | The member and employer contributions received and
employer contributions allocated for the members selected as reflected on the
received and allocated for | administrator’s system agreed to information supplied by
the members selected as the participating employers for the three months selected:

reflected on the August 2016, January 2017 and June 2017.
administrator’s system, to
information supplied by | The contributions for June 2017 were allocated after year-
the participating —
employers for those
members selected, for a
randomly selected period
of three months
(including the last month
of the year under review).

222 Compare the member and | The member and employer contribution rates for the
employer contribution members selected as reflected on the administrator’s
rates for the members system agreed to the rules of the Fund for the three months
selected as reflected on selected: August 2016, January 2017 and June 2017.

the administrator’s
system, to the rules of the
Fund, for a randomly
selected period of three
months (including the last
month of the year under
review).
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Report of the Independent Auditor of National Fund for Municipal Workers of factual
findings to the Board of Fund and the Registrar of Pension Funds (continued)

| Procedures

| Findings

223

In respect of unitised
investment products, for
the three months selected
in2.2.1and 2.2.2,
calculate the conversion
of the contributions at the
unit price per the
administration system on
the dates that the
contributions were
invested and compare the
units recalculated to the
administration system
units for the selected
members. Inspect that the
units were added to the
existing units for that
member.

Not applicable to the Fund.

224

In respect of unitised
investment products,
calculate the conversion
of units at the end of the
year, at the year-end unit
price per the
administration system and
agree the calculated
amount to the member’s
fund credit amount
recorded in each
member's record.

Not applicable to the Fund.

2.25

In respect of unitised
investment products,
compare the unit price(s)
as per investment
manager/actuary/other
authorised party at the
year-end to the unit prices
on the administration
system used to calculate
each member"s credits at
year-end.

Not applicable to the Fund.
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Report of the Independent Auditor of National Fund for Municipal Workers of factual
findings to the Board of Fund and the Registrar of Pension Funds (continued)

i T e s e
226 In respect of non-unitised | Except for the instances noted below, the interim and final
investment products, return allocated to each individual member’s account in the
compare the interim administrator’s records agreed to the return approved in
and/or final return accordance with a resolution of the Board of Fund:
allocated to each
deVIdr?l Eember s Member | Fund credit per | Recalculated | Difference
acco.ur'l LB administrator’s Fund credit R)
administrator's records for record (R) R)
the year under review to
the return approved in 1 399 001 397 941 1060
accordance with a 2 5915 6120 205
resolution of the Board of || 3 223 127 222 556 571
Fund or the rules of the 4 3329 3083 246
Fund or approved 5 246 025 245 089 936
recommendation by the
investment 6 . 307 - 307
consultant/asset 7 30288 30213 75
manager/fund valuator. P 320 281 319 468 813
9 7 663 7 644 19
10 20 359 20345 14
11 301 927 301 141 786
12 717 760 715519 2241
13 5325 5630 305
14 1581924 1577767 4157
The administrator indicated that the differences have been
corrected subsequent to year-end.
2.3 Obtain a list of members
who switched investment
portfolios during the year
from the
Fund/administrator, select
a random sample of the
lesser of 50 or 10% of
members who switched
between investment
portfolios during the year,
and perform the following
procedures:
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Report of the Independent Auditor of National Fund for Municipal Workers of factual
findings to the Board of Fund and the Registrar of Pension Funds (continued)

| Procedures. | Findings . = =

231 Inspect evidence that the | The portfolios were switched in accordance with the
portfolios were switched | notification of the member’s instruction/investment
in accordance with strategy (including life stage models) of the Fund and
notification of the within a timeframe as specified in the service level
member’s instruction/ agreement or client mandate between the administrator and
investment strategy the Fund.
(including life stage
models) of the Fund and

within a timeframe as
specified in the service
level agreement or client
mandate between the
administrator and the
Fund.

232 Inquire as to whether any | Not applicable to the Fund.
fees relating to switches
were deducted, and if so,
inspect evidence of the
approval by the Board of
Fund and/or in terms of a
service level agreement or
client mandate.

24 For investment products
obtain the Asset Liability
Match (ALM)
reconciliation per
investment portfolio,
excluding the reserve
accounts, for member
individual accounts from
the administrator, and
perform the following’
procedures:

241 Compare the investments | The investments per product agreed to the investment
per product on the ALM | certificates in total.

reconciliation to the
investment certificates in
total.

242 Compare the member The member individual accounts on the ALM

individual accounts on the | reconciliation per investment portfolio agreed to the
ALM reconciliation per administration system and to the total member individual
investment portfolio to accounts as disclosed in the Statement of net Assets and
the administration system | Funds.

and to the total member
individual accounts as
disclosed in the Statement
of Net Assets and Funds.
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| Procedures | Eindings 2l ARG e
243 Inspect whether the total | The total mismatch for all portfolios was within the range
mismatch (in Rand) for all | as prescribed by the Registrar.
portfolios was within the
range as prescribed by the

Registrar.

3 Accumulated funds (for
defined benefit funds as
well as defined benefit
sections of hybrid funds)

3.1 Select a sample of the
lesser of 50 or 10% of the
number of members from
the list of members
provided by the
administrator and perform
the following procedures
for each member selected:

3.1.1 Compare the member Not applicable to the Fund.
contributions received and
allocated for the members
selected as reflected on
the administrator’s
system, to information
supplied by the
participating employers
for those members
selected, for a randomly
selected period of three
months (including the last
month of the year under
review).

4 Surplus apportionment
scheme

4.1 If a surplus apportionment
scheme was approved by
the Registrar in the
current year or if
allocation and/or
payments to members
were made during the
year, perform the
following procedures:
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findings to the Board of Fund and the Registrar of Pension Funds (continued)

| Findings

4.1.1

Active members:

Select a random sample of
the lesser of 50 or 10% of
number of active
members to whom surplus
has been apportioned in
the approved surplus
apportionment scheme
and perform the following
procedures:

4.1.1.1

Agree the original surplus
amount allocated to the
selected member to the
individual allocation on
the member records per
the administration system.

Not applicable to the Fund.

4.1.12

Inspect whether the
calculation of the relevant
investment return from
surplus apportionment
date to date of allocation
was in accordance with
the requirements of the
Act and allocated to the
member records in the
administration system.,

Not applicable to the Fund.

Former members and

Select a random sample of
the lesser of 50 or 10% of
number of former
members and pensioners
as defined by the surplus
apportionment scheme
from the surplus
schedules attached to the
approved surplus
apportionment scheme
and perform the following
procedures:

4.1.2.1

Agree the original surplus
amount allocated to the
selected member and/or
pensioner to the
individual allocation on
the member records per
the administration system.

Not applicable to the Fund.
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| Procedures Findings ; :
4.1.2.2 | Inspect whether the Not applicable to the Fund
calculation of the relevant
investment return from
surplus apportionment
date to date of allocation
was in accordance with
the requirements of the
Pension Funds Act and
allocated to the member
records in the
administration system.

4.1.2.3 | Agree the total of the Not applicable to the Fund.
amount calculated in
4.1.2.1 and 4.1.2.2 to the
surplus benefit paid per
selected member and to
the applicable amount per
the administration system
and other authorised
supporting
documentation.

5 Member and employer
surplus accounts

5.1 Obtain the analysis of the
transactions in the
member and/or employer
surplus account per the
annual financial
statements, and perform
the following procedure:

5.1.1 Inspect that the Not applicable to the Fund.
transactions are permitted
in terms of the registered
rules of the Fund and/or

the Act.
6 Reserves
6.1 Obtain the list of reserves

and other related accounts
(e.g. pensioner accounts)
and the movements per
the financial statements
and/or in the actuarial
valuation, and perform the
following procedures:
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findings to the Board of Fund and the Registrar of Pension Funds (continued)

6.1.1

Inspect whether the
reserve and other related
accounts (e.g. pensioner
accounts) held by the
Fund and/or reflected in
the actuarial valuation are
in accordance with the
registered rules of the
Fund.

The reserve account held by the Fund and reflected in the
actuarial valuation was in accordance with the registered
rules of the Fund.

Inspect that the
movements in reserves as
disclosed in the annual
financial statements are
permitted in terms of the
registered rules of the
Fund and/or the Act.

The movements in reserves as disclosed in the annual
financial statements were permitted in terms of the
registered rules of the Fund.

Other assets, liabilities
and guarantees

7.1

Obtain the list of housing
loans granted to members
by the Fund in terms of
section 19(5) of the Act as
at 30 June 2017, and
perform the following
procedure:

Agree the total loans on
the above list to the
corresponding account in
the annual financial
statements.

The total housing loans on the list did not agree to the
corresponding account in the financial statements.

Total Loans per List R93 250 335

Total Loans per annual financial statements R91 979 774

Difference R1270 561

The difference is a reclassification between Loan
receivable and Housing loans as disclosed in the annual
financial statements.

7.2

From the list in 7.1,
randomly select a sample
of the lesser of 50 or 10%
of the number of
members’ housing loans
granted and perform the
following procedures:
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| Procedures

_ | Findings

7.2.1

Inspect ev1dence that the
value of the loan provided
does not exceed the
amount permitted by the
rules and the home loan
agreement.

The value of the housmg loan prov1ded d1d not exceed the
amount permitted by the rules and the home loan
agreement.

7.2.2

Inspect evidence that the
loan has been granted in

terms of Section 19(5) (a).

The loan had been granted in terms of section 19(5)(a).

7.2.3

Inspect evidence that
repayments are being
made in accordance with
the loan agreement.

Repayments were made against the loan and were made in
accordance with the loan agreement.

7.2.4

Inspect the interest
charged on the
outstanding loan and
compare the rate used to
the prescribed rate.

The interest rate agreed to the prescribed rate.

7.2.5

If the Fund issued more
than 100 loans or the total
principal debt of all
outstanding loans
exceeded R500 000,
inquire whether the Fund
was registered as a credit
provider under the
National Credit Act, 2005
(the NCA).

The Fund was registered as a credit provider under the
NCA.

7.3

Obtain the list of housing
loan guarantees and select
a sample of the lesser of
50 or 10% of the number
of housing loan
guarantees and perform
the following procedures:

7.3.1

For the sample selected,
determine that each
selected guarantee did not
exceed the gross value of
the benefit that the
member would become
entitled to had they
withdrawn, as at the year
end, in terms of the Act,
the loan agreement and/or
the rules of the Fund.

Each selected guarantee did not exceed the gross value of
the benefit that the member would have become entitled to
had they withdrawn, as at the end of the period, in terms of
the Act, the loan agreement and the rules of the Fund.
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732

Inspect evidence that the
guarantee has been
granted in terms of
Section 19(5) (a).

19(5)(a)-

The guarantee had been granted in terms of section

7.4

Obtain a list of other
loans per the general
ledger of the Fund as at
30 June 2017 and perform
the following procedure:

74.1

Confirm that no loans
were granted and/or
investments made as
prohibited in terms of
section 19(5)B.

No loans were granted or investments made as prohibited
in terms of section 19(5)B.

Statement of Changes in
Net Assets and Funds

Contributions

Select a sample of the
lesser of 50 or 10% of the
number of participating
employers or pay points
(whichever is the lower)
from a list of participating
employer/pay-points
supplied by the
Fund/administrator, select
three months and perform
the following procedures:

Compare, in total, the
contributions received by
or on behalf of the Fund
to the remittance advices
from the participating
employer/pay-point.

Except for as noted below, the contributions received by
the Fund agreed to the remittance advices from the pay-
points for the following three months selected: August
2016, January 2017 and June 2017:

Month | Pay point Amount Amount | Difference
per received ®)
remittance ®)
advice (R)
August | Maluti A 2729 2919 190
2016 Phofong
June Great Kei 21289 63 868 42 579
2017
June Mbombela 727424 | 726 295 1129
2017
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. |Proceduress. | Findings R Skl
8.12 Inspect the bank Except for as noted below, contributions were deposited
statements for the date on | with a registered bank in accordance with section 13A of
which the cash was the Act.
reﬁelzedttl? deterrr.ll;ne. Month Pay point Date banked
whether the contributions
. . A t 2016 i 8 September 2016
e ugus Maluti A Phofong eptember
registered bank in August 2016 | Mamusa Local 8 September 2016
accordance with section Municipality
13A of the Act and January 2017 | Mamusa Local 14 February 2017 & 8
whether late payment Municipality March 2017
interest has been raised in | [ yanuary 2017 | Maluti A Phofong | 23 March 2017 & 29
terms of regulation 33, March 2017
where applicable. January 2017 | Mbombela 8 February 2017
January 2017 Dipasleseng 9 February 2017
June 2017 Mamusa Local 12 & 14 July 2017
Municipality
June 2017 Maluti A Phofong 12 & 13 July 2017
June 2017 Dipasleseng 12 July 2017
Late payment interest had been raised in terms of
regulation 33, in the above instances.
8.2 Select a sample of the
lesser of 50 or 10% of the
number of participating
employers or pay points
which reflect arrear
contributions (whichever
is the lower) at year-end
from a list supplied by the
Fund/administrator and
perform the following
procedure:
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8.2.1 Inspect the accounting Except as noted above in 8.1.2 amounts disclosed as arrear
records of the Fund to contributions at year end have been paid to the Fund within
determine whether the prescribed period in accordance with the requirements
amounts disclosed as of section 13A of the Act.

arrear contributions at
year-end have been paid
to the Fund within the
prescribed period in
accordance with the
requirements of section
13A of the Act. Where the
amounts were received
after the prescribed
period, report the date of
receipt and where they
were not received,
indicate as such.

9 Benefits
9.1 Obtain a list from the
administration system of

lump sum benefits
reflected as expenses in
the Fund’s Statement of
Changes in Net Assets
and Funds for the year
under review and perform
the following procedure:

9.1.1 Compare the list to the The list agreed to the respective general ledger benefit
respective general ledger | expense accounts reconciliation.

benefit expense accounts
reconciliation.

9.2 Select a sample of the
lesser of 50 benefits or
10% of the total number
of benefits from the list
and perform the following
procedures:

9.2.1 Compare the benefit per | The benefit paid agreed to the administration system and
selected member to the authorised supporting documentation in accordance with
administration system and | the procedures of the Fund.

authorised supporting
documentation in
accordance with the
procedures of the Fund.
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9.2.2 For death benefits, where | The recovery from the insurer was received/accrued by the
a portion of the benefit Fund.
had been reinsured by the
Fund, inspect a bank
deposit or an accrual
raised for the recovery
from the insurer.

923 Agree the opening fund Except for as noted below, the opening fund credit for the
credit for the member to member agreed to the opening fund credit report,
the opening fund credit contributions were added every month until the date of exit
report and determine and the balance paid out to the member (inclusive of late
whether contributions payment interest where applicable) agreed to the
were added every month | administration system as at the date of exit:
until the date of exit
(elttﬁer by Ra%nd a.u.nognt T | | Member Benefit Benefit per Difference
1n the case ol unitise recalculated Fund credit ®R)
funds, by units). Agree ®) ®)

Ol CTSIG 3819 223 863 220 044
member (inclusive of late

applicable) to the fund 3 1997 337 2002595 5258
credit report or 4 2 592 940 2597938 4998
administration system as i o ST 5
at the date of exit. 9 7

9.3 Obtain a list of all
benefits not yet paid at
year-end, select a sample
of the lesser of 50 benefits
or 10% of the total
number of benefits from
the list and perform the
following procedure:

9.3.1 Agree whether the The benefits that were older than the period as set out in
benefits that are older the Act were classified as unclaimed benefits except for
than the period as set out
m tbe GCECREIE gy Member | Exit Date Number of months since
period defined by the exit
Rules are classified as
unclaimed benefits. D) 27

31 December 2011 65
31 May 2009 95

10 Transfers

10.1 Compare the list of total | The list of total section 14 transfers to the Fund agreed to
section 14 transfers to and | the corresponding account in the general ledger.
from the Fund to the
corresponding accounts in. | There were no section 14 transfers from the Fund.
the general ledger.
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| Procedures | Findings'

10.2 From the list of section 14
transfers paid/received
and accrued to and from
the Fund throughout the
year select a sample of the
lesser of 50 or 10% of the
number of transfers in and
the lesser of 50 or 10% of
the number of transfers
out, and perform the

following procedures:

10.2.1 Agree the sample of The documentation for the section 14(8) transfer was the
section 14 transfers to and | listing of transfer values of the members transferred and the
from the Fund to: bank statement showing the transfer amount received.

a) the section 14(1) There were no section 14(1) transfers.
documentation as
approved by the

Registrar in respect of
each transfer; and/or
b) the section 14(8)
documentation as
prescribed.

10.2.2 Inspect whether the The application date for the section 14(8) transfer was not
transfers to and from the | available.

Fund were received/paid
within 60 days of
Registrar approval for
section 14(1) transfers
and 180 days from
application date for
section 14(8) transfers
and whether the growth
and investment return had
been allocated from the
effective date of the
transfer to the date of
final settlement.
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findings to the Board of Fund and the Registrar of Pension Funds (continued)

| Procedures | Findings _
10.2.3 In respect of unitised Not applicable to the Fund.
funds, select a sample of

the lesser of 50 or 10% of
the number of members
transferred from other
funds and recalculate the
purchase of units for the
amount received using the
unit price per the
administration system on
the date of receipt.
(Where units were
purchased after date of
receipt, investment return
was added from the date
of receipt to the date of
purchase).

103 Individual transfers
Obtain the list of
individual transfers
throughout the year ended
30 June 2017, select a
sample of the lesser of 50
or 10% of the number of
individual transfers, and
perform the following
procedures:

10.3.1 Agree the transfers to the | The transfers agreed to the approved recognition of transfer
approved recognition of documentation.
transfer documentation.

10.3.2 For individual transfers | Not applicable to the Fund.
in selected

In respect of unitised
funds, recalculate the
purchase of units for the
amount received using the
unit price per the
administration system on
the date of receipt.
(Where units were
purchased after date of
receipt investment return
was added from the date
of receipt to the date of
purchase).
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_ |Procedures | Findings
11 Pensioners paid
11.1 Obtain a copy of the list

of pensioners and
amounts paid for the year
from the administration
system and/or, for
outsourced pensioners,
confirmation from the
insurer and perform the
following procedure:

11.1.1 Agree the total pensions The total pensions paid agreed to the corresponding

paid for the year ended 30 | account reconciliation to the general ledger balance for the
June 2017 to the year ended 30 June 2017.

corresponding account
reconciliation to the
general ledger balance.

11.2 Select a sample of the
lesser of 50 or 10% of the
number of pensioners
paid directly from the
fund from the above list
and perform the following
procedures:

11.2.1 Inspect the pensioner Not applicable to the Fund.
increases for authorisation
by the Board of Fund.

11.2.2 Inspect evidence obtained | The evidence indicated that the pensioners selected existed.
by the administrator/Fund
supporting the fact that
the pensioners selected
exist.

113 Where the Fund has
purchased an annuity in
the name of the Fund,
obtain a written
confirmation from the
annuity provider
summarising movements
from opening market
value to closing market
value and perform the
following procedures:

11.3.1 Agree the closing market | Not applicable to the Fund.
value of the annuity to the
annual financial
statements.
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findings to the Board of Fund and the Registrar of Pension Funds (continued)

11.3.2

Agree the pensioner
payment per the
confirmation from the
insurer to the pensions
paid disclosed in the notes
to the annual financial
statements.

Not applicable to the Fund.

General

12.1

Inspect evidence that the
Fund’s fidelity insurance
cover was in place
throughout the year ended
30 June 2017, that the
Fund’s fidelity insurance
cover extends after year-
end and report the date to
which the subsequent
fidelity insurance cover
extends.

The Fund’s fidelity insurance cover was in place
throughout the year ended 30 June 2017 and the
subsequent fidelity insurance cover extended to 31 July
2018.

12.2

Confirm with the Fund’s
GLA insurer as to
whether the GLA policy
has lapsed at year ended
30 June 2017.

Per inspection of the confirmation, the GLA policy has not
lapsed at the year-end.

12.3

Obtain the most recent
statutory valuation signed
and submitted by the
valuator and perform the
following procedures:

12.3.1

Report the funding status
of the Fund per the report
(whether the Fund was
under-funded or fully
funded).

The last valuation report was as at 30 June 2015 and the
valuator found that the Fund’s assets were sufficient to
cover the Fund’s liabilities.

12.3.2

Where the Fund is under-
funded, obtain evidence
as to whether a scheme, as
required in terms of
section 18 of the Act in
South Africa, has been
approved by the Registrar.

Not applicable to the Fund.
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE B - ASSETS HELD IN COMPLIANCE WITH REGULATION 28

AS AT 30 JUNE 2017
Fair value
R
A Total assets (Schedule IA -Total investments) 13,459,762,742
B1 Less: Reg 28 compliant investments -
(certificate received from issuing entity):-
B.1.1  Collective Investment Schemes (Reg 28(8)(b)(i)) -
B.1.2 Linked Policies (Reg 28(8)(b)(ii)) -
B.1.3 Non-Linked policies (Reg 28(8)(b)(iii)) -
B.1.4 Entity regulated by FSB (Reg 28(8)(b)(iv))) -
B2 Less: Reg 28 excluded investments
B2.1 Insurance Policies ( Reg 28(3)(c)) -
Cc Less: Investments not disclosed /data not available for disclosure -
[Refer to schedule IAN]
D TOTAL ASSETS FOR REGULATION 28 DISCLOSURE 13,459,762,742
Categories of kinds of assets % Fair value Fair value
R %
1 CASH 1,862,833,143 13.84%
1.1 Notes, deposits, money market instruments issued by 100%
a South African Bank, margin accounts, settlement
accounts with an exchange and Islamic liquidity
management financial instruments 1,632,433,994 12.13%
1.1(a) Notes and coins; any balance or deposit in an account
held with a South African bank; 739,062,298 5.49%
Nedbank Ltd 25% 498,321,085 3.70%
Other 25% 240,741,213 1.78%
1.1(b) A money market instrument issued by a South African
bank including an Islamic liquidity management financial
instrument 1,127,307,469 8.38%
Nedbank Ltd 25% 280,225,827 2.08%
Other 25% 847,081,642 6.29%
1.1(c) Any positive net balance in a margin account with an
exchange (260,077,657) (1.93)%
Yield - X Zar Initial Margin Account 25% 1,975,969 0.01%
Other 25% (262,053,626) 1.95)%
1.1(d) Any positive net balance in a settlement account with an
exchange, operated for the buying and selling of assets 26,141,884 0.19%
Nedbank Ltd 25% 45,026,521 0.33%
Other 25% (18,884,637) (0.14)%
1.2 Balances or deposits, money market instruments SARB
issued by a foreign bank including Istamic liquidity max.
management financial instruments limits 230,399,149 1.71%
1.2(a) Any balance or deposit held with a foreign bank 225,930,855 1.68%
State Street Bank and Trust 5% 118,079,398 0.88%
Other 5% 107,851,457 0.80%
1.2(b) Any balance or deposit held with an African bank - 0.00%
1.2(c) A money market instrument issued by a foreign bank
including an Islamic liquidity management financial
instrument 4,468,294 0.03%
Catalyst Global Real Estate Cash 5% 4,468,294 ||| [|[0.03% ]
2 DEBT INSTRUMENTS INCLUDING ISLAMIC DEBT
INSTRUMENTS 2,685,564,518 19.95%
2.1 Inside the Republic 100% 2,518,719,863 _18.711%
2.1(a) Debt instruments issued by, and loans to, the government
of the Republic, and any debt or loan guaranteed by the
Republic 100% 501,667,097 3.73%
RSA Bonds 100% 360,166,504 2.68%
Other 100% 141,500,593 1.05%
Carried forward 2,364, 500,240 17.55%
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE IB - ASSETS HELD IN COMPLIANCE WITH REGULATION 28
AS AT 30 JUNE 2017

Categories of kinds of assets % Fair value Fair value
R %
Brought forward 2,364,500,240 17.55%:
2.1(b) Debt instruments issued or guaranteed by the government
of a foreign country 75% 7,856,087 0.06%
Orbis Inst. Global Equity Fund,Core RRF Share Class N- 10% 7,856,087 0.06%
6 (Government Debt 0.73%) [IGCN6]
2.1(c) Debt instruments issued or by a South African bank
against its balance sheet 75% 637,168,855 4.73%
2.1(c)(i) Listed on an exchange with an issue market capitalisation
of R20 billion or more, or an amount or conditions as
prescribed 75% 605,573,978 4.50%
Standard Bank of SA Ltd 25% 179,221,588 1.33%
Other 25% 426,352,390 3.17%
2.1(c)(ii) Listed on an exchange with an issuer market capitalisation
of between R2 billion and R20 billion, or an amount or
conditions as prescribed 75% - 0.00%
2.1(c)(iii) Listed on an exchange with an issuer market capitalisation
of less than R2 billion, or an amount or conditions as
prescribed 75% 2,810,265 0.02%
African Bank Holdings Ltd 10% 2,810,265 [ 0.02% |
2.1(c)(iv) Not listed on an exchange 25% 28,784,612 0.21%
African Bank Holdings Ltd 5% 16,108,624 0.12%
Other 5% 12,675,988 0.09%
2.1(d) Debt instruments issued or guaranteed by an entity that
has equity listed on an exchange, or debt instruments
issued or guaranteed by a public entity under the Public
Finance Management Act, 1999 (Act No. 1 of 1999) as
prescribed 50% 718,127,548 5.34%
2.1(d){(i) Listed on an exchange 50% 600,457,652 4.46%
Standard Bank SA Ltd 10% 79,929,414 0.59%
Other 10% 520,528,238 3.87%
2.1(d)(ii) Not listed on an exchange 25% 117,669,896 0.87%
Landbank 5% 41,487,373 0.31%
Other 5% 76,182,523 0.57%
2.1(e) Other debt instruments:- 25% 653,900,276 4.86%
2.1(e)(i) Listed on an exchange 25% 275,615,693 2.05%
SA Securitisation Program 5% 43,177,194 0.32%
Other 5% 232,438,499 1.73%
2.1(e)(ii) Not listed on an exchange 15% 378,284,583 2.81%
Inguza Investments 5% 26,485,819 0.20%
Other 5% 351,798,764 2.61%
SARB
max.
limits
22 Foreign 166,844,655 1.24%
2.2(a) Debt instruments issued by, and loans to, the government SARB
of the Republic, and any debt or loan guaranteed by the max. - 0.00%
Republic limits
2.2(b) Debt instruments issued or guaranteed by the government SARB
of a foreign country max. - 0.00%
limits
2.2(c) Debt instruments issued or guaranteed by a South African SARB
Bank against its balance sheet:- max. 18,558,342 0.14%
limits
2.2(c)(i) Listed on an exchange with an issuer market capitalisation SARB
of R20 billion or more, or an amount or conditions as max.
prescribed limits 18,558,342 0.14%
FirstRand Bank Ltd 25% 12,680,482 0.09%
Other 25% 5,877,860 0.04%
2.2(c)(ii) Listed on an exchange with an issuer market capitalisation SARB
of between R2 billion and R20 billion, or an amount or max.
conditions as prescribed limits - 0.00%
2.2(c)(iii) Listed on an exchange with an issuer market capitalisation SARB
of less than R2 billion, or an amount or conditions as max. - 0.00%
prescribed limits
2.2(c)(iv) Not listed on an exchange - 0.00%
Carried forward 4,400,111,348 32.67%
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE IB - ASSETS HELD IN COMPLIANCE WITH REGULATION 28
AS AT 30 JUNE 2017

Categories of kinds of assets % Fair value Fair value
R %
Brought forward 4,400,111,348 32.67%
2.2(d) Debt instruments issued or guaranteed by an entity that SARB
has equity listed on an exchange max. 148,286,313 1.10%
limits
2.2(d)i) Listed on an exchange SARB 148,286,313 1.10%
max.
limits
Enel SpA 10% 9,103,270 0.07%
Other 10% 139,183,043 1.03%
2.2(d)(ii) Not listed on an exchange 25% - 0.00%
2.2(e) Other debt instruments 25% - 0.00%
2.2(e)(i) Listed on an exchange 25% - 0.00%
2.2(e)(ii) Not listed on an exchange 15% - 0.00%
3 EQUITIES 7,423,868,185 55.16%
3.1 Inside the Republic 75% 5,262,830,081 39.10%
3.1(a) Preference and ordinary shares in companies, excluding 75%
shares in property companies, listed on an exchange:- 4,755,539,777 35.33%
3.1(a)(i) Issuer market capitalisation of R20 billion or more, or an
amount or conditions as prescribed 75% 3,973,589,244 29.52%
Naspers Ltd 15% 605,363,642 4.50%
Other 15% 3,368,225,602 25.02%
3.1(a)(ii) Issuer market capitalisation of between R2 billion and R20
billion, or an amount or conditions as prescribed 75% 706,940,401 5.25%
Northam Platinum Ltd 10% 72,877,349 0.54%
Other 10% 634,063,052 4.71%
3.1(a)(iii) Issuer market capitalisation of less than R2 billion, or an
amount or conditions as prescribed 15% 75,010,132 0.56%
DB STUBNPAD 5% 13,842,301 0.10%
Other 5% 61,167,831 0.45%
3.1(b) Preference and ordinary shares in companies, excluding
shares in property companies, not listed on an exchange 15% 507,290,304 3.77%
Intikon A Ordinary shares 2.5% 66,763,381 0.50%
Other 2.5% 440,526,923 3.27%
3.2 Foreign 2,161,038,104 16.06%
SARB
3.2(a) Preference and ordinary shares in companies, excluding max.
shares in property companies, listed on an exchange:- limits 2,155,220,568 16.01%
3.2(a)(i) Issuer market capitalisation of R20 billion or more, or an SARB
amount or conditions as prescribed max. 1,634,474,490 12.14%
limits
Orbis Inst. Global Equity Fund 15% 1,030,876,904 7.66%
Other 15% 603,497,586 4.48%
3.2(a)(ii) Issuer market capitalisation of between R2 billion and R20 SARB
billion, or an amount or conditions as prescribed max. 15,145,301 0.11%
limits
Estacio Participacoes SA 10% 7,074,289 0.05%
Other 10% 8,071,012 0.06%
3.2(a)(iii) Issuer market capitalisation of less than R2 billion, or an SARB
amount or conditions as prescribed max. 505,600,777 3.76%
limits
Chartes Communications Inc 5% 36,466,867 0.27%
Other 5% 469,133,910 3.49%
3.2(b) Preference and ordinary shares in companies, excluding 10%
shares in property companies, not listed on an exchange 5,817,536 0.04%
Orbis Inst. Global Equity Fund 2.5% 5,058,029 0.04%
Other 2.5% 759,507 0.01%
4 IMMOVABLE PROPERTY 974,869,616 7.28%
41 Inside the Republic 25% 700,720,058 5.21%
Carried forward 11,972,265,846 88.92%
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NATIONAL FUND FOR MUNICIPAL WORKERS

SCHEDULE IB - ASSETS HELD IN COMPLIANCE WITH REGULATION 28

AS AT 30 JUNE 2017
Categories of kinds of assets % Fair value Fair value
R %

Brought forward 11,972,265,846 88.92%
4.1(a) Preference shares, ordinary shares and linked units

comprising shares linked to debentures in property

companies, or units in a Collective investment Scheme in

Property, listed on an exchange 25% 679,757,961 5.05%
4.1(a)(i) Issuer market capitalisation of R10 billion or more, or an

amount or conditions as prescribed 25% 597,948,769 4.44%

Gowthpoint Properties Ltd 15% 82,474,739 0.69%

Other 15% 505,474,030 3.76%
4.1(a)(ii) Issuer market capitalisation of between R3 billion and R10

billion, or an amount or conditions as prescribed 25% 59,900,071 0.45%

Emra Property Fund 10% 16,365,421 0.12%

Other 10% 43,534,650 0.32%
4.1(a)(iii) lIssuer market capitalisation of less than R3 billion or an

amount or conditions as prescribed 25% 21,909,121 0.16%

Tower Property Fund 5% 10,704,378 0.08%

Other 5% 11,204,743 0.08%
4.1(b) Immovable property, preference and ordinary shares in

property companies, and linked units comprising shares

linked to debentures in property companies, not listed on

an exchange 15% 20,962,097 0.16%

Office Park @ Zambezi 5% 18,237,615 0.14%

Other 5% 2,724,482 0.02%
4.2 Foreign 25% 274,149,558 2.04%
4.2(a) Preference shares, ordinary shares and linked units

comprising shares linked to debentures in property

companies, or units in a Collective Investment Scheme in

Property, listed on an exchange 25% 274,149,558 2.04%
4.2(a)(i) Issuer market capitalisation of R10 billion or more, or an

amount or conditions as prescribed 25% 21,953,997 0.16%

Orbis Inst. Global Equity Fund 15% 21,953,997 [0.16%]
4.2(a)(ii) Issuer market capitalisation of between R3 billion and R10

billion, or an amount or conditions as prescribed 25% - 0.00%
4.2(a)(iii) tssuer market capitalisation of less than R3 billion or an 25%

amount or conditions as prescribed 252,195,561 1.87%

Novare Africa Property Fund 5% 132,888,395 0.99%

Other 5% 119,307,166 0.89%
4.2(b) Immovable property, preference and ordinary shares in

property companies, and linked units comprising shares

linked to debentures in property companies, not listed on

an exchange 15% - 0.00%
5 COMMODITIES 36,171,853 0.27%
5.1 Inside the Republic 10% 36,171,853 0.27%
5.1(a) Kruger Rands and other commodities on an exchange,

including exchange traded commodities 10% 36,171,853 0.27%
5.1(a)(i) Gold (including Kruger Rands) 10% - 0.00%
5.1(a)(ii) Other commodities 5% 36,171,853 0.27%

New Palladium ETF 5% 11,944,323 0.09%

Other 5% 24,227,530 0.18%
5.2 Foreign 10% - 0.00%
5.2(a) Gold and other commodities on an exchange, including

exchange traded commodities 10% - 0.00%
5.2(a)(i) Gold 10% - 0.00%
5.2(a)(ii) Other commodities 5% - 0.00%
7 HOUSING LOANS GRANTED TO MEMBERS IN

ACCORDANCE WITH THE PROVISIONS OF SECTION 95% 91,979,774 0.68%

19(5)
8 HEDGE FUNDS, PRIVATE EQUITY FUNDS AND ANY

OTHER ASSET NOT REFERRED TO IN THIS

SCHEDULE 384,475,653 2.86%
Carried forward 13,075,287,089 97.12%
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NATIONAL FUND FOR MUNICIPAL WORKERS
SCHEDULE IB - ASSETS HELD IN COMPLIANCE WITH REGULATION 28

AS AT 30 JUNE 2017
Categories of kinds of assets % Fair value Fair value
R %
Brought forward 13,075,287,089 97.12%
8.1 inside the Republic 15% 384,475,653 2.86%
8.1(a) Hedge fund 10% - 0.00%
8.1(a)(i) Funds of hedge funds 10% - 0.00%
8.1(a)(ii) Hedge funds 10% - 0.00%
8.1(b) Private equity funds 10% 3,954,659 0.03%
8.1(b}{i) Funds of private equity funds 10% 3,954,659 0.03%
Kagiso Infrastructure Empowerment Fund 5% 3,954,659 [0.03%]
8.1(b)(ii) Private equity funds 10% - 0.00%
8.1(c) Other assets not referred to in this schedule and excluding
a hedge fund or private equity fund 2.5% 380,520,994 2.83%
RFS Home Loans (Pty) Itd 2.5% 380,461,578 2.83%
Other 2.5% 59,416 0.00%
8.2 Foreign 15% - 0.00%
8.2(a) Hedge fund 10% - 0.00%
8.2(a)(i) Funds of hedge funds 10% - 0.00%
8.2(a)(ii) Hedge funds 10% - 0.00%
8.2(b) Private equity funds 10% - 0.00%
8.2(b)(i) Funds of private equity funds 10% - 0.00%
8.2(b)(il) Private equity funds 10.0% - 0.00%
8.2(c) Other assets not referred to in this schedule and excluding
a hedge fund or private equity fund 2.5% - 0.00%
TOTAL ASSETS — REGULATION 28 13,459,762,742 100.00%

q
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NATIONAL FUND FOR MUNICIPAL WORKERS
SCHEDULE IB - ASSETS HELD IN COMPLIANCE WITH REGULATION 28

AS AT 30 JUNE 2017
NOTES:
1. In the absence of guidance in the Explanatory Memorandum that accompanied the issue of the revised

Regulations 28 and further guidance in this regard by the Financial Services Board up to now, the trustees
have interpreted paragraph 4 to mean that where an asset is made up of underlying assets, the Fund may
disclose the largest value per issuer/entity, as applicable, for each category in Table 1 which the assets relate.
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SCHEDULE IB

INDEPENDENT AUDITOR’S REPORT ON ASSETS HELD IN COMPLIANCE WITH
REGULATION 28 TO THE BOARD OF FUND

Modified Opinion

We have audited Schedule IB “Assets held in compliance with Regulation 28" of National Fund for Municipal
Workers (“the Fund”) at 30 June 2017 (the “Schedule”) for compliance with the requirements of Regulation 28
of the Pension Funds Act of South Africa (the Regulation), as set out on pages 68 to 74. Our engagement arises
from our appointment as auditor of the Fund and is for the purpose of assisting the Board of Fund to report to the
Registrar of Pension Funds (the “Registrar”).

In our opinion, Schedule IB “Assets held in compliance with Regulation 28” at 30 June 2017 by the National
Fund for Municipal Workers is prepared, in all material respects, in accordance and in compliance with the
requirements of the Regulation, but does not comply with the Regulation in respect of the matter described in the
basis for modified opinion paragraph.

Basis for Modified Opinion
The Schedule does not comply with the Regulation in respect of the following:

The Fund has invested 2.83% of total assets in category 8.1(c) “Other assets not referred to in this schedule and
excluding a hedge fund or private equity fund”. This exceeds the limit of 2.5% that may be invested in this
category as set out by the Regulation.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Schedule section of our report. We
are independent of the Fund in accordance with the Independent Regulatory Board for Auditors Code of
Professional Conduct for Registered Auditors (IRBA Code) and other independence requirements applicable to
performing audits in South Africa. We have fulfilled our other ethical responsibilities in accordance with the
IRBA Code and in accordance with other ethical requirements applicable to performing audits in South Africa.
The IRBA Code is consistent with the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (Parts A and B). We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Emphasis of Matter - Basis of Preparation and Restriction on Use

We draw attention to the compliance requirements of the Regulation and the purpose of our report as indicated in
the opinion paragraph. Consequently, the Schedule and our auditor’s report may not be suitable for another
purpose. Our opinion is not modified in respect of this matter.

Other Matter

The information contained in Schedule IB has been extracted from the Fund’s underlying accounting records that
were the subject of our audit engagement on the annual financial statements and forms the subject matter of this
engagement. Our audit of the annual financial statements of the National Fund for Municipal Workers for the year
ended 30 June 2017 was conducted in accordance with International Standards on Auditing and in our report of
20 November 2017 we expressed an unmodified opinion, and therefore the annual financial statements are
prepared, in all material respects, with the Regulatory Reporting Requirements for Retirement Funds in South

Africa. @

KPMG Inc. is a company incorporated under the South African Chief Executive: N Dlomu
Companies Act and a member firm of the KPMG network of Directors: Full list on website
independent member firms affiliated with KPMG International
Cooperative ("KPMG Interational”}, a Swiss entity. L . )
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Other Information

The Board of Fund is responsible for the other information. The other information comprises the Annual Financial
Statements in terms of section 15 of the Pension Funds Act no 24, 1956, but does not include Schedule IB and
our auditor’s report thereon.

Our opinion on Schedule IB does not cover the other information and we do not express an audit opinion or any
form of assurance conclusion thereon.

In connection with our audit of Schedule IB, our responsibility is to read the other information identified above
and, in doing so, consider whether the other information is materially inconsistent with Schedule IB or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Fund for the Schedule

The Board of Fund is responsible for the preparation of the Schedule in compliance with the requirements of the
Regulation, and for such internal control as the Board of Fund determines is necessary to enable the preparation
of the Schedule that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the Schedule as a whole is free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the Schedule.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the Schedule, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Fund’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Board of Fund. @
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We communicate with the Board of Fund regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

G Inc

er LW Grobler
Chartered Accountant (SA)
Registered Auditor
Associate Director
20 November 2017
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