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1. Executive Summary 
 

This report has been prepared for the trustees of the SATU National Provident Fund (“the 

Fund”) in my capacity as appointed valuator. 

 

The report has been prepared as at 31 December 2015 (“the valuation date”) and will be 

submitted to the Registrar as a statutory valuation. The previous statutory actuarial 

valuation was performed as at 31 December 2012. 

 

At the previous statutory actuarial valuation the Fund was found to be in a surplus with a 

funding level of 100,4% and assets exceeding liabilities plus reserves by R4 110 000.  

 

The next statutory actuarial valuation of the Fund will be performed as at 

31 December 2018. 

 

As at the valuation date the membership of the Fund compared to that as at the previous 

valuation was as follows: 

 

 31 Dec 2012 31 Dec 2015 Change 

Membership data    

Number of contributing members 7 207 5 596 -22.4% 

Total pensionable salaries (R’000) R660 960 R607 440 -8.1% 

Average pensionable salary 91 711 108 549 18.4% 

Salary weighed average age 43.8 yrs 44.5 yrs 0.7yrs 

    

Number of deferred members 1 146 1 125 -1.8% 

    

Contributing members’ total fund credits 

(R’000) 
R1 044 426 R1 067 145 2.2% 

Contributing members’ average fund credits R144 918 R190 698 31.6% 

Deferred members’ total fund credits (R’000) R115 295 R141 600 22.8% 

Deferred members’ average fund credits R100 606 R125 867 25.1% 

    

Total fund credits (R’000) R1 159 721 R1 208 745 4.2% 
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As at the valuation date the funding position compared to that as at the previous valuation 

was as follows: 

 

 31 Dec 2012 31 Dec 2015 

Financial position R’000 R’000 

   

Market value of net current assets 1 179 897 1 240 254 

   

Less total actuarial liabilities (1 175 787) (1 235 727) 

Contributing members fund credits 1 044 426 1 067 145 

Deferred members fund credits 115 295 141 600 

Risk reserve 16 066 26 982 

   

Surplus / (Deficit) 4 110 4 527 

Funding level 100,4% 100,4% 

 

I hereby certify that the Fund was in a sound financial condition as at 31 December 2015 in 

terms of Section 16 of the Pension Funds Act. 

 

I am also able to certify that I am satisfied with the asset structure of the Fund. In my 

opinion, the matching of the assets with the liabilities of the Fund is adequate in that the 

asset strategy is appropriate for the risk profile and the retirement objectives that are being 

targeted. 

 

I confirm that the self-insurance of the death-in-service and ill-health early retirement 

benefits are appropriate and that together with the fully funded Risk Reserve, does not 

expose the Fund to significant financial risk. 
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As per Section 5.2, the balance in the Risk Reserve Account exceeded the recommended 

amount by some R10 442 000 as at the valuation date. I recommend that the Trustees 

consider distributing a portion of this amount, together with the surplus assets of 

R4 527 000 in a fair and equitable manner. Should the Trustees resolve to enhance the next 

monthly unit price declaration by 0.75%, an expected R9 066 000 would be effectively 

distributed to member’s Fund Credits, leaving a balance of R5 903 000 as a buffer against 

adverse experience, including the small mismatched current liabilities. 

 

 

__________________________________ 

M.C. BADENHORST 

Fellow of the Actuarial Society of South Africa 

in my capacity as Valuator of the Fund  

and as an authorised representative of Moruba Consultants and Actuaries 
 

 

G BARNARD 

Fellow of the Actuarial Society of South Africa 

and as an employee of Moruba Consultants and Actuaries 

 

August 2016 
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2. Introduction, Objectives and Scope of Valuation 
 

2.1. Introduction 

 

The Fund known as the SATU National Provident Fund was established with effect from 

1 June 1994 to provide retirement and other benefits for Members of the South African 

Typographical Union who are employed by participating Employers. 

 

I have pleasure in presenting to the Trustees of the SATU National Provident Fund (“the 

Fund”) the statutory actuarial valuation report as at 31 December 2015 (“the valuation 

date”). As this is a statutory actuarial valuation a copy of this report must be submitted to 

the Registrar of Pension Funds. 

 

At the previous statutory actuarial valuation the Fund was found to be in a surplus with a 

funding level of 100,4% and assets exceeding liabilities plus reserves by R4 110 000. 

 

The next statutory actuarial valuation of the Fund will be performed as at 

31 December 2018. 

 

2.2. Objectives 

 

This valuation has been carried out as at 31 December 2013 and has the following principal 

objectives: 

 

a) To investigate the Fund's financial position with respect to benefits which accrued 

prior to the valuation date and to review the history of the Fund over the inter-

valuation period;  

b) To compare the investment returns declared during the valuation period with the 

actual investment returns earned, net of investment related expenses and 

allowances for other Fund expenditure and costs; 

c) To review the assumptions used in this valuation and setting the recommended Risk 

Reserve balance as a result of the Fund’s experience and industry developments; 

and 

d) To assess the matching of assets and liabilities. 
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2.3. Scope 

 

This report complies with the principles of SAP201, the guidelines of the Actuarial Society of 

South Africa for actuaries producing retirement fund actuarial reports, and Regulation 15 of 

the Pension Funds Act. 

 

The provisions of the Pension Funds Act have been complied with and, where relevant, the 

guidance provided by Pension Fund (“PF”) Circulars, Interpretation Notes and Information 

Circulars published by the Financial Services Board (“FSB”), have been considered. In 

particular, the PF Notice No 2 of 2016 published on 8 July 2016 regarding Financial 

Soundness had been complied with. 

 

This report has been prepared by Moruba Consultants and Actuaries, solely for the benefit 

of the Trustees of the SATU National Provident Fund. It is prepared in accordance with the 

instructions given to us by the Board of Trustees and the ambit of the Service Level 

Agreement between Moruba Consultants and Actuaries and the Fund. I have prepared this 

report in my capacity as the Valuator of the Fund and as an authorised representative of 

Moruba Consultants and Actuaries. The report has been peer reviewed internally. 

 

This report relates to the financial position as at 31 December 2015 and for the inter-

valuation period and no later date. 

 

In compiling this report, I have relied upon the accuracy and completeness of information 

made available to me by the Fund’s administrator, Transparent Financial Services (Pty) Ltd 

(“TFS”) and, except where expressly stated in the report, we have not independently verified 

the accuracy of the facts or the bases of the information supplied to us. 

 

The results of the valuation depend on the accuracy of the:- 

 

a) membership data; 

b) information on the assets as supplied by the relevant sources; and 

c) audited annual financial statements for the valuation period. 

 

Reasonability checks have been performed on the above and I am satisfied with the overall 

accuracy and completeness of the data for the purposes of this valuation. 

 

Moruba Consultants and Actuaries do not accept any liability to any person other than the 

Fund, in connection with this report or its related enquiries.  We accept no liability in respect 

of any matter outside the scope and limitation of this report and purpose for which it is 

prepared.   
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This report may not be disclosed and/or relied upon in whole or in part to/by any person 

other than the Board of Trustees or quoted in any other context without our prior written 

consent.  Any persons, other than the persons to whom this report is addressed, who 

receives a draft or copy of this report (or any part of it) or discusses it (or any part of it) or 

any related matter with us or any third party, does so on the basis that they acknowledge 

the source of this report and accept that they may not rely on it for any purpose whatsoever 

and that we owe a duty of care only to The Board of Trustees.  Any portion of this report, if 

reproduced, or transmitted must include a reference to the full report and to this clause. 
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3. Changes during and after the Inter-Valuation Period 
 

The following changes took place during and shortly after the inter-valuation period: 

 

3.1. Rule Amendments 

 

Rule Amendment No 4, with effective date 6 June 2012, to amend the requirement of a 

quorum by specifying that the External Trustee or his alternate must be present at a meeting 

in order for the meeting to be quorate.  

 

3.2. Change in Investment Policy Statement 

 

The Trustees appointed RisCura Solutions (Pty) Ltd effective 1 January 2011 as their asset 

consultants.  

 

With the assistance of RisCura the Trustees adopted an Investment Policy Statement (“IPS”) 

and regularly review the Strategic Asset Allocation of the Fund and the appointed asset 

managers. In terms of the IPS, the Strategic Asset Allocation was as follows during the 

valuation period: 

 

Asset class Jan 2013 to Jun 2015 Jul 2015 to present 

Local equity 45% 40% 

Cash 3% 3% 

Inflation linked bonds 22% 22% 

Property 5% 5% 

International equity 20% 25% 

Africa equity 5% 5% 

Total 100% 100% 

 

 

The most significant changes in terms of the appointed asset manager mandates were as 

follows during the valuation period: 

 Termination of the TriAlpha mandate and the appointment of Ashburton and Future 

Growth Inflation Linked Bond mandates; 

 Termination of the Investec Value mandate and the appointment of Allan Gray local 

equity mandate;  

 Termination of the Investec Africa mandate and the allocating a portion of the 

proceeds across the remaining Africa equity mandates. 

  

In terms of the IPS, the Fund does not offer individual member choice. All active contributing 

members and deferred members receive the same monthly investment return declaration.  
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It was pointed out to the Trustees and the administrator that while the unclaimed benefits 

receive a cash return allocation equal to Bank Call rates, as has been communicated to 

members and as has been the long established practice of the Fund, the assets backing these 

liabilities are not invested in a separate cash portfolio. This has resulted in an investment 

mismatch which exposed the contributing and deferred members to mismatch profits and 

losses. During the valuation period, mismatch profits have been realised as the Fund 

investment return earned, exceeded the Bank Call rates. The Trustees undertook to 

investigate, with the assistance of the administrator, measures to minimise such mismatch 

of assets and liabilities. It should be noted that the total exposure of these investment 

mismatches are small in relation to the size of the total assets of the Fund. 

 

The Trustees considered the ongoing liquidity requirements of the Fund and the continued 

need to disinvest from asset managers in order to have cash available as and when benefits 

are due. To this end, the administrator produces a six month projected cashflow for the 

Fund which is discussed at the monthly administration sub-committee meetings with a view 

to have cash assets available to meet the liquidity requirements. This may result in the Fund 

holding a greater portion of cash assets in the Fund than what is required from the Strategic 

Asset Allocation, which would counter the mismatch profits and losses discussed above.    
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4. Valuation Statistics and Information 
 

4.1. Membership data 

 

As at the valuation date the membership compared to that as at the previous valuation was 

as follows: 

 

 31 Dec 2012 31 Dec 2015 Change 

Membership data    

Number of contributing members 7 207 5 596 -22.4% 

Total pensionable salaries (R’000) R660 960 R607 440 -8.1% 

Average pensionable salary 91 711 108 549 18.4% 

Salary weighed average age 43.8 yrs 44.5 yrs 0.7yrs 

    

Number of deferred members 1 146 1 125 -1.8% 

    

Contributing members’ total fund credits 

(R’000) 
R1 044 426 R1 067 145 2.2% 

Contributing members’ average fund credits R144 918 R190 698 31.6% 

Deferred members’ total fund credits (R’000) R115 295 R141 600 22.8% 

Deferred members’ average fund credits R100 606 R125 867 25.1% 

    

Total fund credits (R’000) R1 159 721 R1 208 745 4.2% 

 

4.2. Data checks 

 

A full membership reconciliation with the actuarial liabilities as at the previous statutory 

actuarial valuation date was performed as part of this statutory actuarial valuation, including 

a reconciliation of all transfers payable as at the previous valuation date. It was found that 

all members and benefits have been accurately accounted for in the audited annual financial 

statements of the three financial year-ends falling within the inter-valuation period. Other 

data checks performed included: 

 Testing the membership data and movements between member categories and 

valuation data for reasonableness, including changes in pensionable salary, past 

service data and other member details such as date of birth and membership 

categories; 

 Comparison of benefit payments with the benefit accrued as at exit date to ensure 

that the investment returns applied to transferred benefits and late payment 

interest applied to benefits paid were reasonable;  

 Review of the audited annual financial statements, including reconciliation of 

current liabilities and current assets. 
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I am satisfied with the overall accuracy and completeness of the data for the purposes of this 

statutory actuarial valuation. 

 

4.3. Assets 

 

The audited annual financial statements reflect a market value of the net assets of the Fund 

amounting to R1 240 254 000 as at 31 December 2015. Assets have been taken into account 

at market value as reflected in the audited Annual financial statements to ensure 

consistency with the valuation of the Fund’s liabilities. 

 

4.1.1. Invested assets 

 

Asset Class Asset 

Manager/Portfolio 

Amount 

(R’000) 

% of Total Assets 

Local equity  498 733 39.0% 

 Coronation 125 763 9.8% 

 Visio Capital 144 701 11.3% 

 Allan Gray 118 246 9.3% 

 Electus 110 023 8.6% 

Local cash  7 142 0.6% 

 Taquanta 7 142 0.6% 

Local ILB’s  273 562 21.4% 

 Stanlib R197 63 105 4.9% 

 Stanlib R202 80 001 6.3% 

 Ashburton 31 651 2.5% 

 Futuregrowth 92 991 7.3% 

 Other (illiquid assets)  5 814 0.4% 

Local property  67 547 5.3% 

 Sesfikile 67 547 5.3% 

International equity  362 511 28.3% 

 State Street 253 461 19.8% 

 Morgan Stanley  112 814 8.8% 

 Other (bank account) (3 764) (0.3%) 

Africa equity  68 632 5.4% 

 All Seasons 30 252 2.4% 

 Coronation 38 380 3.0% 

Total  1 278 127 100% 

 

I certify that, in my opinion, the assets of the Fund are suitable in terms of a long-

term investment strategy.  The assets are invested in prudent investment vehicles, 

and are appropriate to the nature of the liabilities from a liquidity point of view. 
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4.1.2. Net assets 

 

The net assets of the Fund as at 31 December 2012 amounted to the invested assets 

plus current assets less current liabilities as follows: 

 

 Amount (R’000) Amount (R’000) 

Invested assets  1 278 127 

Plus Current assets  13 418 

     Contributions receivable 2 472  

     Cash at Bank 10 889  

     Accounts receivable 57  

Less Current liabilities  (51 291) 

     Unclaimed benefits (28 464)  

     Benefits payable (20 172)  

     Accounts payable (2 655)  

Total Net assets  1 240 254 

 

As can be seen from the table above, the net assets available to meet the Fund’s 

total actuarial liabilities amounted to R1 240 254 000. As can also be seen, the net 

current liabilities exceeded the net current assets of the Fund by an amount of 

R37 873 000 and there was therefore a mismatch of current assets and current 

liabilities. 

 

A consolidated revenue and expenditure account of the period, in relation to the Fund at 

market value, is contained in Appendix 2 of this report. 

 

4.4. Allocation of contributions 

 

In terms of the Rules of the Fund, Members contribute at a rate of at least 4% of Fund 

Salary.  The member contribution is applied to the Member’s Portion of the Fund Credit. 

 

 The Employers contribute at a rate of 5% of the Member’s Fund Salary (or at a higher rate as 

negotiated with members).  1% of Fund Salary is applied towards meeting the cost of risk 

benefits.  The remainder of the Employer’s contribution is allocated towards the Member’s 

Fund Credit. 

 

 Lump sum benefits payable on disability and death in service are self-insured on a current 

cost basis, i.e. part of the contributions paid to the Fund (1% of Fund Salary) are allocated 

towards the expected cost of claims arising in that year. 
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For the valuation period the 1,0% of Fund Salary that was set aside to cover the cost of the 

lump sum risk benefits, was less than the actual cost of these benefits which amounted to 

1,73% of Fund Salary over the valuation period. This equated to a shortfall of 0.73% of Fund 

Salaries per annum. The actual shortfall of 0.73% of Fund Salary had to be funded by 

reducing the investment returns allocated to members by an average of 0.36% per annum. 

The balance in the Risk Reserve Account increased throughout the valuation period, mostly 

from investment returns and an over allocation from Fund returns (the allocation from Fund 

returns were 0.36% during 2013 and 0.42% during 2014 and 2015) and had a healthy 

balance as at the valuation date of R26 982 000 (more than 3 times the recommended 

minimum amount in terms of PF Circular 117). It should however be taken into account that 

the purpose of the Risk Reserve Account is to protect the Fund against fluctuations in 

experience and not to fund the expected additional costs of risk benefits.    

 

The mortality experience has been relatively stable over the last three years and after the 

mortality and morbidity actuarial assumptions were amended to allow for the income level 

of individual members, the actual mortality and morbidity financial strains were very much 

in line with those expected. (Please see Appendix 3 of this report for further discussion on 

the mortality and morbidity experience of the Fund.)  

 

The adjusted actuarial valuation basis for mortality and morbidity resulted in an expected 

cost for the coming year of 1.02% of Fund salaries for death benefits and 0.70% of Fund 

salaries for disability benefits. Thus, the total expected cost for risk benefits is equal to 

1.73% of Fund salaries, which is exactly in line with actual recent experience. Therefore, the 

shortfall of 0.73% of Fund salaries (some R4 350 000), would have to be funded from 

investment returns, which, in turn, will reduce investment returns allocated to Members’ 

Fund Credits by some 0,34% p.a.. 

 

The allocation of 1% of contributions towards risk benefits is an average rate in respect of all 

contributing members.  Actual costs as a percentage of basic salary are expected to be lower 

for younger Members and higher for older Members, and higher for lower remunerated 

employees and lower for higher remunerated employees, all other things equal.  Therefore, 

young Members subsidise the older Members; and higher remunerated members subsidise 

lower remunerated members. However, by meeting the expected shortfall of 0.73% of Fund 

Salary from the investment returns, members with a higher Fund Credit (typically the older 

members) subsidise members with a lower Fund Credit. 

 

It should further be noted that the Fund administration and other expenses amounted to an 

average of some 1.56% of Fund Salary over the valuation period. These expenses are also 

being met from investment return, which resulted in a further required 0.76% p.a. of Fund 

Credits reduction in the allocation in investment returns. (The actual allocation from Fund 

returns were 1.02% during 2013 and 0.83% during 2014 and 2015.)  

 

 



 
 

SATU NATIONAL PROVIDENT FUND  15 | P a g e  
Statutory actuarial valuation as at 31 December 2015 

 

 

Therefore, the total actual risk benefits costs and administration costs of 3.29% of Fund 

Salary were met from a 1% of Fund Salary allocation plus an additional 1.12% from Fund 

Return, thus reducing declared returns by 1.12% p.a. 

 

In my opinion, based on the size of the Fund and the stability of claims experience, self-

insurance of risk benefits is still appropriate. 

 

4.5. Bonus declaration 

 

The main purpose of the SATU National Provident Fund is to provide Members with a lump 

sum at retirement, which, if converted into a pension, would be adequate to meet their 

financial needs thereafter (depending on the period for which the Member and Employer 

contributed to the Fund and the level of the contributions). 

 

The lump sum available at retirement for the Member is the Member’s Fund Credit.  The 

Fund Credit is made up of Member contributions plus Employer contributions allocated 

towards retirement benefits plus the returns declared on these amounts at the end of each 

month.   

 

During the valuation period the Fund’s assets earned a net yield of approximately 13,14% 

p.a.  The return declared net of administration fees and the risk benefit shortfall over the 

valuation period was 11,93% p.a., which was 1.21% p.a. less than the net returns earned as 

explained in the section above. The under declaration of 1.21% less the required 1.12% has 

resulted in a small contribution to the surplus position of the Fund. 

 

It is the policy of the Trustees since the distribution of the “investment reserve” on 

31 December 2000, to allocate returns in line with the actual net investment returns 

achieved on the Fund’s assets.   

 

The Consumer Price Index for the valuation period was 5.3% p.a. 

 

A summary of historical bonus declarations and investment returns can be found in 

Appendix 1. 
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5. Valuation Basis and Method 
 

5.1. Valuation basis and method 

 

In order to estimate the Fund’s future experience, it is necessary to make reasonable 

assumptions regarding those factors that are likely to affect the Fund’s financial position.  

These assumptions should take into account the actual experience of the Fund to the extent 

that information is available and significant, but, in recognition of the nature of the Fund, 

they should reflect long-term trends.  For the purpose of this valuation a “best-estimate 

assumption” basis was used as explained in more detail in Section 5.4. This is also referred to 

as the “Funding basis” in PF Notice No 2 of 2016 on Financial Soundness issued on 8 July 

2016. 

 

5.1.1 Actuarial Liabilities 

 

 The actuarial assumption used in determining the liabilities of the Fund, in 

particular the Risk Reserve, are set out in Appendix 3 of this report. 

 

5.1.2 Assets 

 

 Assets were taken at market value for valuation purposes.  The 

appropriateness of the assets mix to Fund liabilities was discussed in Section 4. 

 

5.1.3 Valuation assumptions 

 

 As was in the previous valuation, a “best-estimate assumption” basis was 

adopted. More details are given in Appendix 3. 

 

5.1.4 FSB Requirements 

 

 The FSB issued PF Notice No 2 of 2016 on Financial Soundness. The 

following are relevant extracts from PF Notice No 2 in terms of setting a valuation basis: 

 
3.  Prescribed valuation basis 

 

3.1 The financial assumptions used in a statutory actuarial valuation to calculate the 

value of liabilities must be consistent with those used to calculate the value of the 

assets. 

 

3.2 Any assumption used, or statistical evidence that may be used to substantiate any 

assumption, may not amount to unfair discrimination or result in outcomes that are 

unconstitutional. 

 

3.3 The prescribed basis for the determination of the value of assets and the value of 

liabilities is as follows: 
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Assets 

 

3.4 The value of the assets of a fund at the valuation date must be stated at its fair value. 

 

3.5  Where the fair value of an asset cannot be determined, or where the fair value of an 

asset is not available, the valuator must determine the value of such asset by using a 

reasonable approximation based on accepted market valuation techniques, or rely on 

the value placed on such asset by a suitably qualified and experienced professional. 

Appropriate disclosure must be made by the valuator in the relevant report on the 

statutory actuarial valuation. 

 

Liabilities 

 

3.6  In the determination of the value of a fund’s liabilities, any actuarial assumption 

must- 

3.6.1 be realistic; 

3.6.2 have regard to the nature of the fund concerned; and 

3.6.3 be guided by past experience, as modified by knowledge or reasonable 

expectation of changes in the future, which may impact the expected 

experience of the fund. 

 

3.7 A valuator must motivate the choice and relevance of the assumptions. The 

motivation may include a reference to any of the following: 

3.7.1 the experience of the fund, taking into account the size of the fund and 

underlying trends in that experience; 

3.7.2 statistical evidence emanating from: 

3.7.2.1 other funds in general, if applicable, or 

3.7.2.2 relevant published information, including information about 

annuitant or in-service mortality or morbidity rates, and the 

effect of HIV/AIDS, or 

3.7.2.3 an investigation performed within a firm of valuators in 

respect of funds advised by that firm, where that evidence 

may relate to demographic or economic items. 

 

3.8 Demographic assumptions must be determined in a manner that is relevant to the 

membership of the fund for whom the liabilities are calculated. 

 

3.9 There must be consistency in the methodology adopted to determine the financial 

assumptions used to value liabilities related to in-service members and those used to 

value liabilities related to pensioners and deferred pensioners. 

 

Determination of the discount rate 

 

3.10  In order to arrive at a discount rate(s), two generally accepted approaches are 

recognised, namely a bond based approach and a risk premium approach. 

 

3.11 In terms 'of a bond based approach, the valuator must select a discount rate that 

reflects market yields on appropriate bonds commensurate with the duration, nature 

and currency of the liabilities at the valuation date. Given the absence of a deep and 

liquid market in corporate bonds, government bonds should be used. 

 
3.12 In terms of a risk premium approach, the valuator may add a risk premium to the 

bond based rate to reflect the net investment returns expected to be earned based 
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on the investment strategy of the fund. When using this approach, the risk premium 

added must be equal to or greater than 0%, but may not exceed 3% per annum on 

the growth asset component, i.e. equity and property. 

 

3.13  Where, in terms of the investment policy, different assets are held for different 

categories of liability (for example, active members and pensioners), the discount 

rate for the categories may differ due to the different investment exposure, although 

each category must comply with the prescribed limits. 

 

Determination of the assumption for general price inflation 

 

3.14  The assumption for general price inflation must be based on information about 

market expectations at the valuation date commensurate with the duration, nature 

and currency of the liabilities, for both the bond based approach and the risk 

premium approach. An inflation risk premium not exceeding 0,5% per annum may be 

used in the determination of this assumption considering the difference between 

bond yields and inflation linked bond yields. 

 

Determination of the assumption regarding future pension increases and 

salary increases 

 

3.15  In order to arrive at an assumption regarding expected future pension increases, the 

valuator must ensure consistency between the pension increase assumption, the 

discount rate in paragraphs 3.10 to 3.123 and the assumption regarding future general 

price inflation in paragraph 3.14, subject to the fund's pension increase policy in terms 

of section 148(3) of the Act. 

 

3.16  Similarly, the assumption regarding expected future salary increases for in-service 

members must be consistent with the assumption regarding future general price 

inflation in paragraph 3.14.  

 

3.17 In terms of regulation 35(2)(a), made in terms of section 36 of the Act, the 

establishment and magnitude of any contingency reserve account by a fund must be 

motivated by the valuator in the relevant report on the statutory actuarial valuation. 

 

3.18 Any margins of conservatism in the valuation basis should be reflected in the 

contingency reserves that are maintained. 

 

 

4.  Valuation results 

 

4.1  In the relevant statutory actuarial valuation report, at the date of valuation the 

valuator must report on the financial condition of a fund in terms of liabilities 

determined on the bases as outlined below (to the extent that these differ): 

4.1.1 Bond based basis; and 

4.1.2 Funding basis. 

 

4.2 All benefits of the fund must be included in the calculation of the value of the liabilities 

of the fund. Contingency reserve accounts may not include the value of liabilities, but 

only act as a buffer against adverse experience. Best estimate liabilities to be held 

may include, but are not limited to: 

4.2.1 risk benefits, where a provision is made for the funding of such benefits, if a 

fund carries all or part of the death and disability risks and these benefits 

have not been funded for elsewhere; 
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4.2.2 contributions, where a provision is made for the future supplementing of 

contributions where a prospective benefits funding method has been used 

and the contribution rates for the  employer  and  members  are defined in the 

rules; and where the fund has an obligation to fund for the contributions; 

4.2.3 any contingent liabilities (e.g. spouses pension), 

4.2.4 any liability relating to unclaimed benefits of a fund; and 

4.2.5 any enhancement due in respect of a former member in terms of 158 (5) (b) 

or (c) of the Act for whom the board was able to determine the enhancement. 

To demonstrate compliance with regulation 35(4), these amounts must be 

shown and reconciled separately. 

 

Bond based basis 

 

4.3  The funding level and the contribution rate in terms of the bond based basis as 

outlined in paragraph 3.11 must be reported. For the purposes of determining the 

funding level, the value of contingency reserve accounts must equal zero. 

 

Funding basis 

 

4.4  If a fund uses a basis different to a bond based basis to determine its funding 

objectives, and/or where it chooses to set up explicit contingency reserve accounts, 

this must be reported on in addition to the funding level in 4.3. 

 

4.5 For purposes of the funding basis, the funding level must include the value of the 

amounts standing to the credit of those contingency reserve accounts (including a 

solvency reserve account, if  appropriate)  which  are  established  or  which  the 

board deems prudent to establish on the advice of the valuator. 

 

4.6  If the basis chosen is a risk premium approach, the guidance and requirements in 

paragraph 3.12 must be adhered to. An alternate stronger basis may be applied to 

the extent that the valuator can demonstrate that the applied basis is no weaker 

than the basis that would have applied in terms of paragraph 3.12. 

 

4.7 When determining the recommended level of a solvency reserve account, it is 

desirable to allow for more conservatism in demographic assumptions, such as 

improvements in mortality, in addition to more conservative financial assumptions. 

 

4.8 It is not a requirement   to fully fund   contingency   reserve accounts, although it is 

desirable to do so in order to provide greater protection to members of a fund. In 

making this decision, the valuator and trustees may consider all relevant aspects 

concerning the fund and the employer (e.g. the willingness and ability of the 

employer to fund deficits). 

 

4.9  The level of solvency reserve recommended must be reflected, with a comparison of 

the actual solvency reserve held to the desirable solvency reserve level. 

 

5.  Financial soundness criteria 

 

Defined benefit categories of a fund 

 

5.1 The funding basis in paragraphs 4.4 to 4.9 must be used to determine whether or 

not a fund is financially sound. 
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5.2 A valuator must certify the financial condition of a fund in the relevant report on the 

statutory actuarial valuation on the funding basis set out in paragraph 5.1. 

 

5.3  In the case of a deficit, taking into account the provisions of section 15H of the Act, 

the valuator must state the measures taken  or  recommended  to  eliminate  such  

deficit  and  the expected period within which it is anticipated that the deficit will be 

eliminated, with the consent of the board and I or the sponsor where this is 

considered to be appropriate. 

 

5.4 The funding level determined in terms of the funding basis in paragraph 5.1 must 

be equal to or exceed 100%> for a fund to be financially sound, failing which the 

board must take steps to bring the fund into a financially sound condition and a 

scheme of arrangement must be submitted to the registrar. 

 

Defined contribution categories of a fund 

 

5.5  By   design,  the   financial   position   of   defined   contribution categories of a 

fund should at all times be such that the fund is financially sound. Financial 

unsoundness may, however, arise for several reasons. 

 

5.6 The funding level must be equal to or exceed 100°/o for a fund to be financially 

sound, failing which the board must take steps to bring the fund into a financially 

sound condition and a scheme of arrangement setting out these steps must be 

submitted to the registrar. 

 

5.2. Contingency reserve account 

 

I recommend that the Trustees set aside an amount in the Risk Reserve Account as the Fund 

self-insures the death and disability benefits. It is recommended that a balance be 

maintained in the Risk Reserve Account of at least the recommended amount calculated as 

per PF Circular 117, being R8 270 000. Essentially, this is the minimum amount of capital an 

insurer would have had to set aside in order to write the death and disability benefits which 

the Fund is effectively underwriting. It is however recommended that, when assets allow, 

the Risk Reserve Account balance be retained at twice the recommended PF Circular 117 

determined amount. Thus, it is recommended that a balance of R16 540 000 be held in the 

Risk Reserve Account as at financial year-end. 

 

The actual balance in the Risk Reserve Account amounts to R26 982 000. There is therefore 

an excess of R10 442 000 in the Risk Reserve Account and the Trustees could consider to 

distribute a portion of this excess.  
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6. Valuation Results 
 

6.1. Valuation results 

 

The Fund maintains a Fund Credit in respect of each of the Active Members and Deferred 

Members, reflecting the contributions paid by the Member together with the Employer 

contributions allocated towards retirement benefits, plus investment returns declarations.  

It represents the Members’ share in the Fund’s assets. 

 

As at the valuation date the funding position compared to that as at the previous valuation 

was as follows: 

 

 31 Dec 2012 31 Dec 2015 

Financial Position R’000 R’000 

   

Market Value of Net Current Assets 1 179 897 1 240 254 

   

Less Total Actuarial Liabilities (1 175 787) (1 235 727) 

Contributing members fund credits 1 044 426 1 067 145 

Deferred members fund credits 115 295 141 600 

Risk reserve 16 066 26 982 

   

Surplus / (Deficit) 4 110 4 527 

Funding Level 100,4% 100,4% 

 

I hereby certify that the Fund was in a sound financial condition as at 31 December 2015 in 

terms of Section 16 of the Pension Funds Act.   

 

As per Section 5.2, the balance in the Risk Reserve Account exceeded the recommended 

amount by some R10 442 000 as at the valuation date. I recommend that the Trustees 

consider distributing a portion of this amount, together with the surplus assets of 

R4 527 000 in a fair and equitable manner. Should the Trustees resolve to enhance the next 

monthly unit price declaration by 0.75%, an expected R9 066 000 would be effectively 

distributed to member’s Fund Credits, leaving a balance of R5 903 000 as a buffer against 

adverse experience, including the small mismatched current liabilities.  
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6.2. Analysis of surplus 

 

The statutory actuarial valuation of the Fund as at 31 December 2012 reported a surplus of 

R4 110 000. The Fund has a surplus of R4 527 000 as at the current statutory valuation date. 

Given the Defined Contribution nature of the Fund and the very small surplus accruing over 

the valuation period, I have not performed a detailed Analysis of Surplus for the Fund over 

the valuation period. 
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7. Conclusion and Actuarial Certificate 
 

I have performed the statutory actuarial valuation of the SATU National Provident Fund as at 

31 December 2015. The valuation was based on 5 596 contributing members and 1 125 

deferred members. The Fund’s assets exceeded the Fund’s accrued liabilities by an amount 

of R4 527 000. 

 

I hereby certify that the Fund was in a sound financial condition as at 31 December 2015 in 

terms of Section 16 of the Pension Funds Act. 

 

I am also able to certify that I am satisfied with the asset structure of the Fund. In my 

opinion, the matching of the assets with the liabilities of the Fund is adequate in that the 

asset strategy is appropriate for the risk profile and the retirement objectives that is being 

targeted. 

 

I confirm that the self-insurance of the death-in-service disability benefits is appropriate and 

that together with the fully funded Risk Reserve, does not expose the Fund to significant 

financial risk. 

 

As per Section 5.2, the balance in the Risk Reserve Account exceeded the recommended 

amount by some R10 442 000 as at the valuation date. I recommend that the Trustees 

consider distributing a portion of this amount, together with the surplus assets of 

R4 527 000 in a fair and equitable manner. Should the Trustees resolve to enhance the next 

monthly unit price declaration by 0.75%, an expected R9 066 000 would be effectively 

distributed to member’s Fund Credits, leaving a balance of R5 903 000 as a buffer against 

adverse experience, including the small mismatched current liabilities. 

 
__________________________________ 

M.C. BADENHORST 

Fellow of the Actuarial Society of South Africa 

in my capacity as Valuator of the Fund  

and as an authorised representative of Moruba Consultants and Actuaries 
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______________________________ 

G. BARNARD 

 

Fellow of the Actuarial Society of South Africa 

as an employee of Moruba Consultants and Actuaries 

 

August 2016 
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Historical Bonus 

Declarations and 

Investment Returns 

(“Appendix I”) 

 



 
 

SATU NATIONAL PROVIDENT FUND  26 | P a g e  
Statutory actuarial valuation as at 31 December 2015 

 

 

Below is a table setting out annual investment declarations and investment returns since 

1 January 2000. 

 

Calendar year 

Actual Fund 

return* Inflation 

Declaration to 

Members 

Real Return 

Declared 

2000 2,8% 7,0% 10,0% 2,8% 

2001** 23,2% 4,6% 25,5% 20,0% 

2002 -3,8% 12,4% 0,0% -11,0% 

2003 15,2% 0,3% 13,2% 12,9% 

2004 23,0% 3,4% 23,0% 19,0% 

2005 21,6% 3,6% 21,5% 17,3% 

2006 16,8% 5,8% 16,5% 10,1% 

2007 9,6% 9,0% 9,5% 0,5% 

2008 -3,3% 9,5% -3,2% -11,6% 

2009*** 14,9% 6,3% 14,9% 8,1% 

2010 10,9% 3,5% 9,5% 5,8% 

2011 6,6% 6,1% 4,5% -1,5% 

2012 19,8% 5,7% 19,3% 12,9% 

2013 20,8% 5,4% 19,5% 13,4% 

2014 12,5% 5,3% 11,5% 5,9% 

2015 6,6% 5,2% 5,3% 0,1% 

Geometric 

Average 12,0% 5,8% 12,2% 6,1% 

 

* Returns are net of all expenses (incl. investment related expenses, provision for 

administration expenses, provision for risk benefits overrun and retirement fund tax) 

up until 31 December 2009 and net of only direct investment related expenses from 

1 January 2010 onwards. 

 

** The 25,5% bonus declaration as at 31/12/2000 includes the distribution of the 

Fund’s “investment reserve”. 

 

*** Excludes the effect of a zero cost collar. 
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Consolidated 

Revenue and 

Expenditure Account 

(“Appendix II”) 
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Below is a table setting out the consolidated revenue and expenditure account for the 

valuation period 1 January 2010 to 31 December 2012. 

 

 

Member 

Account Risk Reserve Total 

  R'000 R'000 R'000 

        

Accumulated Funds at 1 Jan 2013  1 163 831   16 066   1 179 897  

        

Income       

Members' Contributions (incl AVC's)  91 911     91 911  

Employers' Contributions  96 751   19 209   115 960  

Income from Investments (net of fees)  458 308   23 202   481 510  

Transfers received  22 624     22 624  

        

Expenses       

Administration  (30 029)    (30 029) 

        

Benefits Paid       

Fund Credit on retirement/death/disability  (336 565    (336 565) 

Withdrawal  (122 197)    (122 197) 

Retrenchment  (100 862)    (100 862) 

Risk benefit on death/disability    (31 495)  (31 495) 

Housing loan defaults  (1 909)    (1 909) 

Divorce settlements  (7 545)    (7 545) 

Transfers  (21 046)    (21 046) 

        

Inter account transfers  -  -  -    

        

Accumulated Funds at 31 Dec 2015  1 213 272   26 982   1 240 254  

 

  



 
 

SATU NATIONAL PROVIDENT FUND  29 | P a g e  
Statutory actuarial valuation as at 31 December 2015 

 

 

 

 

 

  

Actuarial 

Assumptions 

(“Appendix III”) 
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I have adopted a “best-estimate assumptions” basis for this valuation, as discussed in 

Section 5.4 above. This is equivalent to the “funding basis” referred to in PF Notice No 2 of 

2016. Given that there is no requirement to make an assumption about future investment 

returns to determine a valuation discount rate, there is no need for additional disclosure of 

the valuation results on a “bond based basis”. Mortality and morbidity rates for active 

members are required to calculate the level of the Risk Reserve.  Both the mortality and the 

morbidity assumptions were retained from the previous valuation. 

 

Mortality 

 

We have continued to use mortality rates derived from the SA85-90 Ultimate mortality 

tables for male and female members. The assumed mortality rate was loaded for younger 

members and reduced for older members (200% below age 30; 180% from age 30 to 39; 

140% from age 40 to 49; 100% from age 50 to 59 and 60% thereafter). Annual comparisons 

of actual vs expected mortality experience showed that while the number of actual deaths 

largely corresponded with the expected number of deaths, the financial impact was 

consistently over estimated resulting in a too large provision for expected mortality strain.  

 

In a previous mortality experience analysis, as well as the current mortality experience 

analysis, it was found that the mortality rate was higher than expected (i.e. compared 

against standard mortality tables) for lower remunerated members and lower than expected 

for higher remunerated members. It was therefore decided to introduce a salary-grading 

table in addition to the adjusted SA85-90 mortality table at the previous valuation and this 

methodology had been retained for this valuation. 

 

The expected mortality rate for a member was therefore set as q(x) = adjusted SA85/95 

mortality X salary grading percentage and the salary grading percentage was determined as: 

 

Salary Range Multiply q(x) by Salary Range Multiply q(x) by 

Less than R30 000 175% R90 000 to R100 000 81% 

R30 000 to R40 000 160% R100 000 to R110 000 73% 

R40 000 to R50 000 145% R110 000 to R120 000 66% 

R50 000 to R60 000 130% R120 000 to R130 000 59% 

R60 000 to R70 000 115% R130 000 to R140 000 53% 

R70 000 to R80 000 100% R140 000 plus 50% 

R80 000 to R90 000 90%   

 

  



 
 

SATU NATIONAL PROVIDENT FUND  31 | P a g e  
Statutory actuarial valuation as at 31 December 2015 

 

 

During the valuation period, there were 97 actual deaths vs an expected (i.e. assumed in the 

valuation basis) 131 deaths. The actual cost of the death benefits were R17.9m vs an 

expected cost of R20.2m. Therefore, mortality experience was slightly better than assumed 

and a mortality profit of R2.3m was made during the period. 

 

Morbidity 

 

We assumed that the morbidity rates at a particular age would be the adjusted mortality 

rate multipled by 1.5% multiplied by the age of the member. Thus, we assumed that q(i) = 

q(x) X 0.015 X age. This assumption has been retained from the previous valuation. 

 

During the valuation period, there were 68 actual disabilities vs an expected (i.e. assumed in 

the valuation basis) 87 disabilities. The actual cost of the disability benefits were R15.4m vs 

an expected cost of R13.6m. Therefore, morbidity experience was slightly worse than 

assumed and a morbidity loss of R1.8m was made during the period. 

 

In combination, the actual mortality and morbidity profits over the three years period 

amounted to R0.5m.  
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Fund Rules 

(“Appendix IV”) 
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RULE SUMMARY 

 

 

1. Benefits 

 

 Members' normal retirement age is 65 but a Member may retire at any time after 

the age of 55. 

 

 In the event of a Member leaving the Fund by way of retirement, he will become 

entitled to a lump sum equal to his Fund Credit at the date of his retirement. 

 

 In the event of a Member leaving the Fund by way of resignation, dismissal, 

retrenchment or redundancy, a Member may elect to receive a benefit equal to his 

Fund Credit. Alternatively he may elect to have his full Fund Credit retained within 

the Fund until his eventual retirement. 

 

On death in service of a contributing member younger than 65, a lump sum benefit 

of twice the Members’ annual average salary is payable as well as the Members’ 

Fund Credit. 

  

In the event of permanent disability of a contributing member, the Member is 

entitled to retire with an additional benefit equal a percentage of 2 times annual 

pensionable salary with the percentage being 100% before age 60 reducing to 20% 

after age 64.   

  

2. Contributions 

 

 Members contribute to the Fund at a rate of at least 4% of Fund Salary.  The 

Employer contributes at a minimum of 5% of Members' basic salaries to the Fund, of 

which a maximum of 1% of Member’s basic salaries are allocated to fund the lump 

sum benefits payable on death in service and permanent disability. The balance is 

allocated towards Members’ Fund Credits. 

 

3. Expenses 

 

 Expenses of the Fund include administration fees and management fees.  The Rules 

provide for these to be met from the Fund. 

 

 


