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1. INTRODUCTION

1.1.1 Purpose

The purpose of this document is to set out the Investment Policy Statement (IPS) of the Municipal
Gratuity Fund (MGF). The IPS is drawn up in accordance with Principle 8 of Circular PF 130 of the
Financial Services Board.

1.1.2 Background

The MGF is a defined contribution arrangement. Members can either elect to form part of the default
life stage portfolio or make their own individual choice in terms of underlying portfolio selection within
the range of investment portfolios offered.

The purpose of the MGF is to provide investment vehicles to members that will achieve a net
replacement ratio (NRR) of some 70% to 80% of a members’ pensionable salary at retirement.

The MGF aims to achieve real returns of 4.5% p.a (above inflation and after all costs) over time (3 to
7 years) to enable members to achieve their stated objectives.

1.2 Investment Advisor

SMMI has been appointed as the investment advisor to the MGF. SMMI advises the Management
Committee (Board of Trustees) on the composition of the investment portfolios and the investment
strategy to be followed by the MGF. SMMI is also responsible for tactical asset allocation in
consultation with the MGF both within the asset class allocation ranges, as well as between the
underlying discretionary financial services providers.

1.3 Derivatives

1.3.1 SMMI may use derivative instruments to hedge the portfolios on instructions from the MGF.
The derivatives are to be used to reduce market risk through strategic and tactical asset allocation.

1.3.2 SMMI may not use derivative instruments in order to speculate.
1.3.3 The use of derivative instruments is subject to the following limitations:

1.3.3.1  The portfolios must hold sufficient cash or securities to cover the full net exposure
(i.,e. no “naked” positions may be taken). Typical instruments would include futures
contracts, traded options, warrants, over the counter (“OTC”) options, swaps and repurchase
agreements.

1.3.3.2 Other than OTC contracts, all other derivative instruments must be traded on a
recognized or designated investment exchange.

1.3.3.3 OTC contracts may only be entered into with counter-parties that have a
minimum national short-term credit rating of F1 or an equivalent rating from a recognized
rating agency. For instruments with more than one year’s duration the counter-party must
have a minimum national long-term credit rating of AA or an equivalent rating from a
recognized rating agency.

1.3.3.4  SMMI may only sell futures, write call options and buy put options if the assets
underlying the instruments, or a reasonable proxy thereof, are held in the portfolios for the
full duration of the instrument.
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2. CURRENT FUND STRUCTURE

2.1 Member profiles

The member age profile of the MGF as at 31 December 2008 compared to 30 June 2007 is reflected
in the table below:

AGE GROUP % MEMBERS (31/12/2008) % MEMBERS (30/06/2007)
Age < 30 10.7% 8.9%

30 <= Age <40 29.6% 28.3%

40 <= Age <45 16.2% 16.2%

45 <= Age <50 15.0% 15.5%

50 <= Age <55 12.9% 13.5%
Age >=55 15.6% 17.6%

The table shows that most of the members are relatively young and have a long term investment
horizon. Since the last IPS, the MGF has become younger with members aged 50 years and less
now making up 71.5% of the MGF as opposed to 68.9% previously. There is, however, still a high
percentage of members aged over 50 years. This implies that most of the members must focus on
capital growth (those aged < 50 years) whereas the balance (members aged >=50 years) must have
a dual focus on capital growth as well as capital preservation.

The member salary profile of the MGF as at 31 December 2008 compared to 30 June 2007 is
reflected in the table below:

MONTHLY SALARY % MEMBERS (31/12/2008) % MEMBERS (30/06/2007)
Salary < R5 000 24.9% 40.1%
R5 000 <= Salary < R10 000 45.5% 37.7%
R10 000 <= Salary < R15 000 18.3% 15.0%
R15 000 <= Salary < R20 000 7.5% 4.3%
R20 000 <= Salary < R30 000 2.9% 2.2%
Salary >= R30 000 0.9% 0.6%

The table above shows that most of the members of the MGF are low income earners. Currently,
some 88.7% of members earn less than R15,000 pm, less than the 92.8% at the time of the previous

IPS.
2.2 Liabilities

The MGF is a defined contribution arrangement. The members therefore receive a final benefit
based on the underlying market value of their investment portfolio at the time of retirement or exit
from the MGF. From an employer perspective, there is no liability risk because the member bears
the entire investment risk. However, the Management Committee of the MGF needs to ensure that
the correct investment portfolios are offered to members and that the member communication is

efficient.
The MGF offers member choice portfolios, or alternatively, a life stage default option. The overall

objective is to achieve a real return (above inflation) of 4.5% per annum over a period of 35 years in
order to replace between 70% and 80% of a members’ pensionable salary at the time of normal

retirement age of 65.

2.3 Liquidity and cash flow requirements

The monthly contributions for each member are as follows:
Members

- Members contribute at a minimum rate of 7.5% of their annual salary which rate may be
increased once every 12 months.

&
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Employers
- The standard contribution rate of employers is 22% of a member’s pensionable income.
17% is credited directly to the member’s fund credit and the remaining 5% is utilized to
finance risk benefits (approximately 4.25%) and administration costs (approximately
0.75%). Employers may, with the consent of members and the Management Committee,
contribute at a lower or higher rate, subject to such conditions as imposed by the
Management Committee.

As a result of the active members, monthly liquidity considerations are not of great concern.
Investment portfolios for members close to retirement hold sufficient cash to fund the exits. For
members that exit before retirement, monthly contributions and cash available within the investment
portfolios are sufficient to meet the liquidity requirements.

2.4 Current financial status of the Fund

Presently, the MGF is in a sound financial position, based on the financial report for the year ending
30 June 2008 as well as the actuarial report.

2.5 Reasonable benefit expectation

The overall objective of the MGF is to maximize the probability of achieving a net replacement ratio
(NRR) of some 70% to 80% of a members’ pensionable salary at retirement. This assumes that the
member achieves an annual return (after all fees and taxes) of 4.5% above inflation over a period of
35 years assuming an average salary increase progression.
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3. INVESTMENT PHILOSOPHY (BELIEFS)

The investment philosophy of the Management Committee is summarized below:

1.

Markets are generally efficient but may from time to time price an asset inefficiently resulting
in a significant deviation from its intrinsic or fair value. The implication of this belief is that in
order to achieve above-market returns, the MGF will need to take on a greater degree of
calculated risk.

Markets generally mean-revert — this implies that over the long term, asset class returns will
revert back to the historical average. While the average returns will be a function of a
number of drivers (GDP growth, inflation, yield curve movements, earnings growth etc) there
may be fundamental shifts in the averages over time due to structural changes in these
drivers.

The MGF believes that superior investment returns can be realized if the MGF adopts a long
term investment horizon. The Management Committee further accepts that this may be
difficult over shorter time horizons if the MGF underperforms the market.

If the MGF appoints active managers, a value-bias to investing is the preferred strategy to
follow. Value shares are those that trade at a discount to their intrinsic value (i.e have low
price to earnings ratios, high dividend yields and low price to book ratios), have good long
term prospects and are shares in great companies that have delivered consistent returns
over the long term.

Equities are likely to be the best performing asset class over the long term. In general, a
buy and hold equity strategy should generate the highest returns over time.

Risk is best managed by holding a diversified portfolio of assets, with a certain proportion of
the assets providing returns that are linked to inflation over the long term.

The primary risk the Management Committee needs to manage is to earn returns in excess
of inflation. Cogniscence must however be taken of Peer Group returns as
underperformance of the Peer Group may result in a backlash from members. The Peer
Group is not however the main driver of the MGF’s investment strategy.

The Management Committee believes that together with its investment advisors, skillful
managers can be selected that will outperform the market over the long term. The
Management Committee also accepts that over measurement periods of as long as 2 to 4
years, the skillful manager may underperform the benchmark. In certain cases the
underperformance could be substantial.

Importantly, the Management Committee believes it has the courage and patience to stay
with an under-performing manager provided it is satisfied with the due diligence process and
the managers explanation for his/her underperformance.
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4. ASSET CLASS ASSUMPTIONS AND RETURN
OBJECTIVES

The table below highlights the mean rand returns for the various asset classes over the long term.
Mean returns were calculated over two different rolling 5-year periods, one beginning in 1960 and
the other in 1976. An optimization exercise was done in order to establish which combination of
assets would maximize both nominal and real returns with the least amount of risk.

Average Rand Returns: 1960 - 2008 Average Rand Returns: 1976 - 2008

Asset Classes Nominal Returns Real Returns Nominal Returns Real Returns
SA Equities 13.87% 5.34% 17.6% 7.3%
SA Bonds 10.37% 1.84% 13.8% 3.5%
SAILB’s* n/a n/a 13.4% 3.1%
SA Cash 9.67% 1.15% 12.3% 2.0%
SA Listed Property n/a n/a 18.8% 8.5%
Foreign Equities 13.38% 4.86% 16.3% 6.0%
Foreign Bonds 13.16% 4.64% 17.0% 6.7%
Foreign Cash 11.29% 2.76% 13.9% 3.6%
Inflation - CPI 8.52% - 10.3% -

e * Areal return of 3.06% is assumed for Inflation-linked bonds (ILB’s) given
their short history

4.1 Optimization and return objectives

From the table and figure below it can be seen that as the real return objective increases, the equity
weighting in the optimized portfolio increases and the cash weighting declines. What the historical
data also highlights is that in order to achieve a real return objective of say 5% over a rolling 5-year
period, a portfolio comprising fixed income assets and property rather than equities can achieve the
objective with the least amount of risk. As the return objective increases, the equity weighting in the
optimized portfolio increases, constrained only by Regulation 28 requirements i.e equities may not
exceed 75% of total assets.

The implication of this analysis is that managers generally take on too much risk when targeting
inflation+ benchmarks. Hence, where the investment philosophy of a fund is to target only some
CPI+ return, a less risky portfolio can be constructed that will achieve the long term objective.

In those instances where return objectives are cash+ returns over shorter rolling time periods, Peer
Group returns matter less allowing for the construction of a less risky portfolio. If for example a
return objective is cash + 1% - this equates to CPI + 3% over the long term — an optimized portfolio
will be biased towards fixed income assets.
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46.29% 2.97% 13.39% 15.10% 6.61% 2.01% 9.22% 4.41% 89.11% 13.84% 3.54% 3.26%
32.73% 4.98% 19.74% 15.79% 10.51% 1.72% 10.04% 4.47% 92.93% 14.33% 4.03% 4.26%
21.04% 5.47% 25.26% 15.08% 15.66% 1.36% 10.97% 5.16% 95.09% 14.80% 4.51% 5.26%
10.94% 7.35% 29.88% 12.44% 21.04% 2.04% 10.93% 5.38% 96.47% 15.32% 5.02% 6.46%
6.08% 15.55% 29.80% 7.87% 22.78% 3.00% 10.26% 4.67% 97.31% 15.81% 5.52% 7.85%
5.69% 27.51% 18.25% 7.76% 22.83% 4.67% 9.72% 3.56% 97.63% 16.31% 6.01% 9.66%
4.01% 39.56% 9.82% 6.48% 22.65% 5.29% 9.53% 2.66% 97.56% 16.80% 6.50% 11.65%
2.86% 64.28% 5.08% 3.18% 13.84% 3.07% 4.20% 3.50% 95.16% 17.11% 6.82% 15.35%

©




SANLAM MULTI-MANAGER INTERNATIONAL:

Efficient frontier AA
Real outperformance Real R W For. Cash (ZAR)
o Feb'76 - Dec'08 ea eturons
100% 8%  mmE For. Bonds (ZAR)
90% L 204 _
80% For. Equity (ZAR)
0 6%
70% o Dom. Property
60% [ 5%
AA  50% - 4% I Dom. IL Bonds
40%
- 3%
D .B
30% om. Bonds
- 2%
20% Dom. Equity
10% [ 1%
0% 0% B Dom. Cash
SRR R REE
({=] [{e) © (=] Lo Lo Lo O Lo Lo Yo} Yo} <
~ s s s s Real outperformance
N o < Lo [{=] M~ o) » o — N o <
— — — — —
SD

4.2 Peer Group returns

Although time is the best diversifier of risk, a limitation of this analysis is that it assumes that
members will be happy with a CPI+ return irrespective of the returns generated by the Peer Group.
Since the MGF targets both the Peer Group and a real return objective, the fund will by default take
on a higher degree of risk via exposure to equities. From the Alexander Forbes Global Manager
Watch survey below it can be seen that equities make up around 63% of the total funds. By
implication then, these managers are implicitly targeting a real return of around 6.8%.

EFFECTIVE ASSET ALLOCATION AT THE END OF DECEMBER 2008

S.A. Equities
(ex. Listed S.A.Real Esta Total S.A.
S A. Equities S A. Bonds Listed ONLY] S .A.Real Estale S.A.Cash S .A. Other Assets International
INVESTMENT MANAGER
Cadiz African Harvest Global Balanced 59.48% 59.48% 6.15% 0.00% 0.00% 18.29% 0.00% 0.00% 16.08% 100.00%
Allan Gray 53.25% 53.25% 3.12% 0.00% 0.00% 17.43% 2.57% 76.37% 23.63% 100.00%
Coronation 62.09% 57.92% 0.00% 4.17% 0.01% 19.87% 0.42% 82.39% 17.61% 100.00%
Coronation (House View) 61.46% 57.24% 0.00% 4.22% 0.00% 18.50% 1.42% 81.38% 18.62% 100.00%
Foord Asset Management 62.67% 57.03% 0.00% 5.64% 0.00% 16.14% 2.57% 81.38% 18.62% 100.00%
Investec Asset Management 70.31% 65.29% 4.94% 5.02% 0.00% 15.15% 0.31% 90.71% 9.29% 100.00%
Investec Asset Management (Balanced) 70.62% 65.60% 4.95% 5.02% 0.00% 14.26% 0.76% 90.59% 9.41% 100.00%
Investment S olutions (P erformer) 64.98% 62.40% 3.53% 2.58% 0.00% 16.40% 0.00% 84.91% 15.09% 100.00%
Investment S olutions (S pectrum) 66.10% 61.96% 6.95% 4.14% 0.00% 12.71% 0.00% 85.75% 14.25% 100.00%
Metropolitan (Managed) 64.74% 64.74% 11.20% 0.00% 7.77% 1.81% 0.00% 85.53% 14.47% 100.00%
Momentum Balanced 60.68% 56.82% 7.18% 3.86% 0.00% 16.29% 0.00% 84.15% 15.85% 100.00%
Oasis 51.17% 51.17% 13.95% 0.00% 8.07% 9.24% 0.00% 82.44% 17.56% 100.00%
OMIGS A Macro Strategy 64.07% 54.72% 0.00% 9.36% 0.00% 19.97% 0.00% 84.05% 15.95% 100.00%
OMIGS A Macro Strategy (Profile Balanced) 62.74% 52.63% 0.00% 10.11% 0.00% 20.45% 0.00% 83.19% 16.81% 100.00%
OMIG S A Macro Strategy (Profile Growth) 63.37% 53.58% 0.00% 9.78% 0.00% 21.73% 0.00% 85.10% 14.90% 100.00%
Prudential Global Balanced 63.73% 58.76% 9.60% 4.96% 0.00% 7.26% 0.00% 80.58% 19.42% 100.00%
RMBAM 57.26% 53.81% 8.05% 3.45% 0.30% 16.20% 0.32% 82.12% 17.88% 100.00%
RE:CM 59.38% 59.38% 1.86% 0.00% 0.00% 25.90% 0.00% 87.14% 12.86% 100.00%
Sanlam Plus 64.14% 64.14% 7.35% 0.00% 0.00% 12.52% 0.00% 84.01% 15.99% 100.00%
Sanlam Investment Management G lobal Uniqug 65.81% 65.81% 7.56% 0.00% 0.00% 9.65% 0.00% 83.02% 16.98% 100.00%
Stanlib AM 68.62% 62.79% 8.35% 5.84% 0.00% 7.43% 0.99% 85.40% 14.60% 100.00%
Stanlib S tability 68.82% 68.82% 10.64% 0.00% 0.00% 8.45% 0.00% 87.91% 12.09% 100.00%
SYmmETRY Paragon 67.51% 67.51% 9.03% 0.00% 0.00% 9.32% 0.00% 85.86% 14.14% 100.00%
Average Weightings 63.2% 59.8% 5.4% 3.4% 0.7% 14.6% 0.4% 80.6% 15.7% 100.0% |

A further limitation of the quantitative analysis done is that asset class returns may deviate from their
historical means for lengthy periods of time. Following the sharp contraction in equity prices and
valuations over the past year, there is a reasonable expectation that equity returns will exceed their
historical averages and likely outperform returns from most other asset classes over the next 2
years. SMMI therefore employs tactical asset allocation based on its in-house estimates of total
returns per asset class to generate returns in excess of a CPI+ benchmark as well as the Peer
Group.

@
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4.3 Tactical asset allocation

Further support for the use of tactical asset allocation is highlighted in the figure below. SMMI
derived the optimal asset allocation for select asset classes where 3 year rolling returns were known
in advance i.e the analysis was a backward looking analysis. The return objective for the analysis
was CPI + 5%. From the figure below it can be seen that there are sometimes quite long periods of
time where exposure to equities would have resulted in returns falling short of the CPI + 5% target.
Over other periods, an overweight equity bias relative to the optimized asset allocation would have
been necessary to achieve CPI + 5%. With additional asset classes included in the mix, the scope
for tactical asset allocation becomes even greater.

Asset Allocation Where 3-Year Rolling Returns Are Known

100% 25.00%

80% - + 20.00%

60% A 1 15.00%

CPI+5%

40% + 10.00%

Asset Class Weightings
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4.4 Asset class diversification

The table below presents the correlation matrix for the respective asset classes highlighting the
benefits of diversification by holding a certain combination of these assets. By way of example, the
matrix shows that in general foreign asset class returns (in rands) are weakly correlated with those of
their domestic counterparts but are highly correlated with each other. From the matrix below it can
be seen that foreign bonds are highly correlated with foreign equities and foreign cash. The
respective correlations are around 60% and 86%. Conversely, foreign bonds and foreign cash have
a weak inverse correlation with domestic equities and bonds, while foreign equities and domestic
equities have a positive and more meaningful correlation with each other. This should come as no
surprise given that the domestic equity market follows trends in the developed markets. The 31% to
35% correlation between the two assets classes — depending on the starting date of the analysis —
would have been higher had it not been for the volatility in the rand/USD exchange rate. Similarly,
within the domestic asset class universe, domestic bonds are seen to have a 24% to 30% positive
correlation with domestic equities. Property has an even higher correlation with domestic equities at
around 41%, ahead of the 31% correlation with domestic bonds. Inflation, in turn, has a positive
33% correlation with domestic cash where the starting date of the analysis is 1960. Using 1976 as
the starting point for the analysis, the correlation is lower at around 15%.

The differences in the correlations between various asset classes, depending on the starting date of

the analysis, highlights the limitations of constructing an optimized portfolio using long term returns.
Structural changes within an economy can result in a breakdown in long term correlations between
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asset classes, resulting in underperformance of the optimized portfolio. For this reason tactical asset
allocation can add alpha to a fund. By way of example, domestic bonds have benefited from
structurally lower interest rates since 1998 as a result of lower inflation and lower budget deficits.
This structural change in the economy has supported bond returns. Going forward, however, SMMI
expects inflation to rise from current levels and the net issuance of government paper to also
increase on materially higher budget deficits. As a consequence, sovereign government debt may
underperform the other asset classes over an extended period of around 2 to 3 years.
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Dom. Cash 1.00 0.00 0.17 0.12 0.22 0.16 0.33
Dom. Equity 0.00 1.00 0.24 0.31 -0.05 -0.04 0.04
Dom. Bonds 0.17 0.24 1.00 -0.04 -0.11 -0.22 0.00
For. Equity 0.12 0.31 -0.04 1.00 0.60 0.56 0.00
For. Bonds (rands) 0.22 -0.05 -0.11 0.60 1.00 0.86 0.00
For. Cash (rands) 0.16 -0.04 -0.22 0.56 0.86 1.00 0.00
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Dom. Cash 1.00 -0.08 0.09 -0.08 0.09 0.19 0.13 0.15
Dom. Equity -0.08 1.00 0.30 0.41 0.35 -0.06 -0.06 0.02
Dom. Bonds 0.09 030 1.00 0.31 -0.08 -0.15 -0.26 -0.06
Dom. Property -0.08 041 0.31 1.00 0.08 -0.15 -0.19 -0.03
For. Equity 0.09 035 -0.08 0.08 1.00 0.63 0.60 -0.03
For. Bonds (rands) 0.19 -0.06 -0.15 -0.15 0.63 1.00 0.86 -0.06
For. Cash (rands) 0.13 -0.06 -0.26 -0.19 0.60 0.86 1.00 -0.06
Inflation 0.15 0.02 -0.06 -0.03 -0.03 -0.06 -0.06 1.00

* Due to the short performance history for Fund of Hedge Funds, the correlation of this asset class with
domestic equities and bonds is 0.44% and 0.15% respectively. The standard deviation of FOHF returns is 4.6%

versus 7.1% for domestic bonds and 18.9% for domestic equities.
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5. CURRENT INVESTMENT PRODUCTS

The MGF offers five different risk profiled portfolios to its members. Three of these form part of the
Life Stage Model (LSM). The aggregation of the return objectives for each of the various risk-
profiled portfolios of the LSM must equate to a real return of 4.5%.

5.1 Life stage default model

The LSM is the default option for members. Fund credits of members are automatically invested in
the relevant life stage portfolio according to age. Members may however exercise a written choice if
they wish to invest contrary to the applicable life stage.

The AP, MP and the CP are the only three portfolios that form part of the LSM. The LSM also
assumes that members retire at age 65 although members may voluntarily retire from age 50.

The table below shows how the assets of an individual member are allocated to the three life stage
portfolios based on the member’s age at his/her next birthday. The monthly contributions of each
member are currently invested as shown below.

Age % in Aggressive % in Moderate % in Conservative
50 and younger 100% 0% 0%

51to 60 0% 100% 0%

61 to 65 0% 0% 100%

Members in the different life stage portfolios are transferred quarterly to the next life stage portfolio.

Based on historical asset class performances and the current strategic asset allocation of the LSM
portfolios, any individual member invested in the LSM for a period of 35 years should be able to
retire (at age 65), with sufficient capital to purchase a benefit of between 70% and 80% of his/her
final pensionable salary.

5.1.1 Recommendation:

That the current age categories of the LSM be retained. Given the proposed re-risking of the AP and
the de-risking of the MP, the return objective for the LSM portfolios in aggregate increases from a
real return of 4.3% to 4.5% over an assumed 35 year period. This will increase the probability of the
LSM achieving a net replacement ratio (NRR) of some 70% to 80% of a members’ pensionable
salary at retirement.

5.2 Life stage 1: Aggressive Portfolio (AP)

The AP currently targets a real return of 4.5% per annum over a rolling 7 year period. The portfolio is
suitable for members with a long investment horizon but it carries a higher degree of risk than the
other portfolios offered.

The AP focuses 100% on capital growth.

The following table highlights the long term strategic asset allocation ranges as well as the current
exposure per asset class as at 31 January 2009.

Strategic target range Current Allocation
SA equity 45% - 70% 56.3%
SA bonds 10% - 30% 20.2%
SA Cash 3% - 20% 4.9%
SA property
International exposure* 0% - 15% 18.7%

* Includes exposure towards equities, bonds, cash and hedge funds
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Recommendation:

5.2.1 That the AP be re-risked to target a real return of CPI + 5% per annum over a rolling 7
year period given that the age profile of the MGF is becoming younger. By re-risking the
portfolio the probability of the MGF achieving a net replacement ratio (NRR) of some
70% to 80% of a members’ pensionable salary at retirement, is meaningfully increased.

5.2.2 That the strategic target range for international assets be increased in light of the
Minister of Finance’s 2008 announcement that the permissible offshore weighting be
increased from 15% to 20%. Since the change in the offshore weighting has yet to be
gazetted, SMMI on behalf of the MGF has once again applied to the FSB for exemption
from the 15% limit given that the current exemption expires on 31 March 2009. The FSB
has notified SMMI that exemption will automatically be extended for those funds that
initially applied for exemption. A letter will be sent by the FSB in due course.

5.2.3 That between 5% and 10% of the equity building block be reserved for BEE managers.
Although the MGF has a 49.6% exposure to Socially Responsible Investments, the MGF
proposes increasing this allocation further by reserving a certain percentage of the
equity building block for BEE managers. It must be noted that a smaller allocation than
the 5% to 10% proposed is likely to attract a higher management fee of between 60 and
65 basis points rather than the initial 40 basis points. The two BEE managers
considered are Argon Asset Management and Afena Capital, both of whom have made
presentations to the Executive Committee of the MGF. The direct allocation to the BEE
managers as opposed to a multi-managed BEE solution is that the latter entails a
substantially higher cost to the MGF and would in effect be a duplication of fees as the
MGF employs an asset consultant that advises the MGF on manager selection and
portfolio construction. Notwithstanding the higher allocation to offshore managers as
well as the proposed inclusion of the BEE managers, the strategic target range for the
domestic equity building block (including the BEE managers) should remain unchanged
at 45% to 70%.

5.2.4 That the MGF considers the inclusion of a corporate bond manager into the domestic
bond building block given expected headwinds for the bond market later in the year.
The consideration is premised on the view that exposure to high quality, investment
grade corporate bonds will offer a yield pick-up to the bond building block going forward.
Futuregrowth Asset Management is the manager that has a core competency in this
space with an envious track record to date. The Executive Committee has however
suggested on 4 March 2009 that the corporate bond limit be increased from 30% of the
building block to 40% rather than bringing in a separate dedicated corporate bond
manager. Since Investec Asset Management has a competency in this area a higher
allocation to corporate bonds will address the concerns about additional sources of
returns. A further proposed change is the collapsing of the two Investec Bond Funds
into a single bond fund. To this end, it is recommended that the Investec Core Bond
Fund be collapsed into the Investec Triple Alpha Bond Fund. The latter fund has greater
exposure to corporate bonds offering an additional source of alpha.

5.2.5 That the brief to SMMI be expanded to research the possible inclusion of additional
offshore managers into the foreign building block. A separate report will be submitted
for consideration by the MGF in due course.

5.2.6 That an alternative investment product within the Franklin Templeton suite of funds be
considered as an alternative to the Templeton Global Fund (the Global Fund). To this
end SMMI proposes switching out of the Global Fund into the Franklin Mutual Global
Discovery Fund (the Discovery Fund). The reason for the switch is that the Global Fund
has consistently underperformed the MSCI All World Index since inception. By contrast,
the Discovery Fund has outperformed the benchmark. The table below highlights the
salient features of the two funds for the past 3 years. From the table it can be seen that
the Discovery Fund has added some 2.27% in alpha per annum, has a better Sharpe
Ratio, carries less risk and has a smaller beta to the overall market.
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Characteristics Templeton Global Fund Franklin Mutual Global MSCI Index
Discovery Fund

Price to Earnings Ratio 7.77 9.56 10.66

Price to Book Value Ratio 1.10 1.25 1.43

Price to Cash Flow ratio 3.60 7.04 6.10

Standard Deviation — 3 18.4% 10.97% 16.96%

years

Sharpe Ratio — 3 years -0.75 -0.46 -0.71

Alpha — 3 years -1.83 2.27% -

Beta — 3 years 1.01 0.62 -

The table below shows a comparison of the returns between Allan Gray/Orbis, the
Discovery Fund and the Global Fund since 1993. The cumulative returns for the three
funds show that the Allan Gray/Orbis Fund and the Discovery Fund have yielded similar
returns under different market conditions, making the Discovery Fund a good diversifier
of returns to compliment the Allan Gray/Orbis Fund.

Lump, % Chyg, Init $100.00
Offshore and International Funds | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 Total
Equity Global Returns
% Chg| % Chg| % Chg| % Chg| % Chg|[ % Chg| % Chg| % Chg| % Chg| % Chg| % Chg| % Chg| % Chg| % Chg| % Chg [ % Chg %
Mutual Discovery Fund/Z 3585 | 362 | 226 [2128[22.94] -19 [ 268 [1259 [ 1.27 [ -0.06 [ 31.55[ 10.39 [ 157 | 2343 [ 11.32 | -2655 | 210.83
Orbis Global Equity 1752 | -2.21 [86.57 | 13.78 | 4.28 [20.98 [ 2864 | 7.14 [1821 ] -10.32 [ 4572 1657 | 21.79 | 18.69 | 12.67 | -35.86 | 214.17
Templeton Global AY-D $ 37.56 | 487 | 1454 | 1594 ] 11.78 | 2.09 | 11.84 [ -0.98 | -8.05 | -17.57 | 35.04 [ 19.68 | 6.55 [ 2608 | 9.17 | -4567 | 12377
Source: Morningstar, Inc
5.2.7 That the proposed changes to the strategic target ranges of the AP be approved.
Strategic target range Recommended New
Strategic Target Range

SA equity 45% - 70% 45% - 70%

SA bonds 10% - 30% 10% - 30%

SA Cash 3% - 20% 3% - 15%

SA property

International exposure* 0% - 15% 0% - 20%

* Includes exposure towards equities, bonds, cash and hedge funds

5.3 Life stage 2: Moderate Portfolio (MP)

The MP targets a return of Stefi (cash) + 2.5%, which is approximately equal to a real return of 4.5%
per annum over a rolling 3 year period. The portfolio is suitable for members with a shorter
investment horizon (closer to retirement) and on a risk adjusted basis, carries less risk than the AP.

The MP focuses on a combination of capital growth as well as capital protection and is in essence a
hybrid of an absolute return fund and that of a balanced fund. The portfolio does not carry any capital
protection guarantees.

For younger members with a long investment horizon, capital growth is the most important
investment objective. However, considering that close to retirement a member’'s assets must be
protected, this protection comes at a potential opportunity cost in terms of capital growth. The
following table highlights the importance of capital growth even for members closer to retirement.

The analysis is based on research done by Alliance Bernstein. It compares two scenarios where the
annual contributions towards retirement are exactly the same. Over the period the time-weighted
annual return is the same under both scenarios, the difference being that in scenario 1 the annual
returns are higher in the early periods, whereas in scenario 2, the annual returns are higher the
closer the member gets to retirement.

This analysis highlights the importance of a strategy offering some capital growth in the MP.
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SCENARIO 1 SCENARIO 2
Higher returns first Higher returns last
. Time-
I Time- — .
Age Yearly Beginning weighed Beginning weighted
range cash inflow savings 9 savings annual
annual return
return
25-34 5000 5000 8% 5000 5%
35-44 5000 83 000 7% 71000 6%
45 -54 5000 233 000 6% 193 000 7%
55 - 64 5 000 483 000 5% 449 000 8%
At 65 844 000 6.5% 1 037 000 6.5%

The table below shows the long term strategic asset allocation ranges for the Moderate Portfolio as
well as the current exposure per asset class as at 31 January 2009.

Strategic target range Current allocation
SA equity 12% - 34% 22.5%
Fund of hedge funds 5% - 15% 9.4%
SA Cash 3% - 20% 4.3%
International exposure 0% - 10% 11.9%
Fixed property* 0% - 8% 2.5%
SA bonds 5% - 25% 13.4%
Absolute return funds 30% - 50% 36.0%

* Non-discretionary fixed property

Recommendation:

5.3.1 That the MP be de-risked to target a real return of Stefi (cash) + 2% in light of the
proposed re-risking of the AP (section 5.2). This equates to a return objective of around
CPI + 4%.

5.3.2 That the offshore weighting of the MP be increased from 10% to 15% in order to provide
greater diversification benefits for the portfolio. Within the foreign building block, it is
further proposed that the MGF either switch out of the Global Fund into the Discovery
Fund (see paragraph 5.2) or consider the inclusion of an alternative offshore manager
into the mix. With respect to the proposed Franklin Templeton switch, not only will
returns improve, but the Discovery Fund will have a better fit with the Allan Gray/Orbis
Fund. In paragraph 5.2 above it has been shown that under different market conditions
the Allan Gray/Orbis Fund and the Discovery Fund complement each other.

5.3.3 That following the expiry of the Cadiz Rand Expander Product, the proceeds be
allocated as follows. Either:

1. Allocate the cash to the two core equity managers viz. Allan Gray/Orbis and Franklin
Templeton, or

2. Allocate the proceeds to an alternative offshore manager that is still to be decided
on, or

3. Allocate the cash to the Cadiz Dynamic Global Opportunity Fund. The fund is a

Euro denominated quants driven dynamic asset allocation multi-strategy fund that invests in
asset class indices globally (see table below). The asset allocation weights are derived via
an optimized solution constrained by a 10% level of volatility. In essence, the fund
dynamically allocates assets along the efficient frontier to maximize returns at a volatility of
10%. This constraint therefore prevents the fund from taking on too much risk and
maximizes risk-adjusted returns subject to the volatility constraint. Since the asset allocation
decision is a rules-based process it does not rely on “market timing” decisions to enhance
returns.
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Asset Class Geographical Zone Index
Equities us S&P 500
Europe DJ Euro Stoxx 50
China HS China Enterprises
Japan Topix
Bonds Europe IBOXX Sovereign
Commodities Global DJ-AIG Commaodity
Property Europe FTSE EPRA
Currency Europe/US Euro/USD FX Rate
Cash Europe Cash instruments
[An optimal portfolio with Iowest]
risk at a given level of return
£ Efficient Frontier
2 Q J
3 o
£ 8
4 2 The optimal portfolio is the
ﬁ © efficient portfolio that exhibits
_-E the highest Sharpe Ratio i.e
% risk-adjusted return
=
CAPM - Best Possible Allocation
Risk (Volatility)-;
The rules based process requires that the fund be rebalanced monthly where the optimized
weights of the underlying assets are calculated using the past 250 trading days performance
and volatility data. This is fundamentally different from the optimization discussed in
paragraph 4.1 above where long term historical returns are used to derive the optimal asset
allocation weights. The monthly rebalancing of the portfolio therefore adjusts the weights of
the portfolio to ensure the highest risk adjusted returns for the portfolio. It is therefore a
momentum fund. If equities for example yield disappointing returns over a month, the
Sharpe Ratio will decline resulting in a lower weighting being apportioned to this asset class.
Weighting constraints apply across the asset classes where bonds can range between 0%
and 100%, real estate between 0% and 25% and the remaining assets between -25% and
+25% to prevent too high a correlation with one particular asset. The weights of certain
asset classes viz. real estate, Chinese equities and commodities are adjusted within +/- 10%
of their previous weights the month before.
The table below compares returns, volatilities, correlations, drawdowns and risk-adjusted
returns for the Cadiz Dynamic Global Opportunity Fund with those of the major indices. In
all cases the Cadiz Fund trumps the major indices highlighting the benefits of the quants
driven dynamic asset allocation process.
CDGO | Europe | Europe Europe us Japan China | Commodity | Currency
Bonds | Property | Equities | Equities | Equities | Equities
Return 15.03% 2.33% 1.47% 3.68% 4.23% -6.34% 3.25% 1.06% 0.26%
Volatility 11.21% | 5.29% 14.97% 23.08% 19.92% 25.00% | 40.59% 15.46% 9.80%
Sharpe 1.34 0.44 0.10 0.16 0.21 0.08 0.07 0.03
Ratio
Correlation 0.23 -0.12 -0.10 -0.16 -0.16 0.02 0.03 -0.03
Max. -5.04% | -6.25% | -54.24% | -45.02% | -46.61% | -50.20% | -65.40% -55.41% -20.95%
Drawdown
(over 1
year)
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534

5.3.5

5.3.6

That 5% to 10% of the MP’s equity building block be reserved for BEE equity managers.
The same managers that were recommended for inclusion in the AP are the same
managers recommended for the MP viz. Argon Asset Management and Afena Capital.

That the strategic target range for cash shown in the table below be approved. Although
SMMI will continue to monitor level 1 cash flows, cash flows on a look-through basis will
continue to be reported on. SMMI will however only employ tactical asset allocation on
that portion of the MP that excludes the absolute return managers viz. Coronation and
SIM. The rationale for this decision is that SMMI cannot pre-empt the strategic direction
that the managers will take and will therefore be unable to exploit efficiently differences
in the house-view with those of the absolute return managers. In addressing the
Management Committee concerns about the low level of cash in the MP, the proposed
new target range will allow for a higher level 1 cash weighting than was previously the
case.

That with respect to the bond building block, the Investec Core Bond Fund be collapsed
into the Investec Triple Alpha Bond Fund. The latter fund has greater exposure to
corporate bonds offering an additional source of alpha.

Recommended New
Strategic Target Range

Strategic target range

SA equity

12% - 34% 10% - 30%

Fund of hedge funds

5% - 15% 5% - 15%

SA Cash

3% - 20% 3% - 20%

Int exposure

0% - 10% 0% - 15%

Fixed property

0% - 8% 0% - 8%

SA bonds

5% - 25% 5% - 20%

Absolute return

30% - 50% 25% - 45%

5.3 Life stage 3: Conservative Portfolio (CP)

The CP targets a return of Stefi (cash) + 1% per annum over a rolling 3 year period. The portfolio is
suitable for members with a shorter investment horizon (close to retirement) and on a risk adjusted
basis, the portfolio carries less risk than the AP or MP.

The CP focuses on a combination of capital growth as well as capital protection where the emphasis
on capital protection is greater than that of the MP. The portfolio also does not carry any express
capital protection guarantee, except the exposure towards structured products.

The following table reflects the long term strategic target ranges as well as the current exposure per
asset class as at 31 January 2009.

Strategic target range Current allocation
Absolute return 40% - 70% 48.3%
Fund of hedge funds 10% - 20% 11.2%
SA Cash 10% - 25% 25.2%
Structured products 5% - 20% 15.4%
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Recommendation:

531

53.2

That consideration be given to the restructuring of the CP at some later date so that its
risk and return profile more closely resembles that of the Exit Portfolio (EP). Since the
structured product building block was never intended to be a permanent component of
this portfolio, it is suggested that the structured products be rolled into cash once the
structures are liquidated at the end of June 2009. In the event that the Guaranteed
Product (GP) requires cash for liquidity purposes in the next financial year, the
structured product building block can once again be used to create cash for the GP.

That consideration be given to liquidate the hedge fund building block and allocate the
proceeds to cash in the event that the CP is restructured. Within the absolute return
building block, the current managers — Sanlam Absolute Return and Coronation
Absolute Return — could be replaced with the Prescient Positive Return Quant Plus Fund
and the Allan Gray Optimal Fund. These are lower risk products that allow for upside
participation in the equity market.

The Prescient investment process for absolute return products is based on two
fundamental ideas. The first is asset allocation and the second is the hedging out of risk
using options. It is important to note that hedging is done through the use of options and
not through shorting futures. Essentially this means that there is upside participation in
the market with the downside also protected. Furthermore, Prescient do not make use
of any stock selection or sector positioning in this product but invest directly in indices.
The investment in indices means that perfect hedging (i.e. the elimination of basis risk)
is possible and is exactly what Prescient tries to achieve. In essence, the use of perfect
hedging almost guarantees the investor some degree of capital protection over 12
month periods. Bond investments are also hedged out through the use of options.
Alpha is then generated via asset allocation and participation in the market through the
exposure to options.

Prescient's asset allocation is driven by a combination of its house view as well as
options pricing. By way of example, when option pricing is cheap and equity valuations
still look attractive, Prescient may hold a higher weighting in equities and hedge it out.
Similarly, if option pricing is expensive and valuations on equities do not look attractive
Prescient will hold less equity. The key differentiator between this process and other
absolute return processes is that it utilises options only instead of futures and it aims to
always be fully hedged on a 12 month view.

Performance data since 1999 shows that the Prescient fund’s worst performance over a
rolling 12 and 36-month period was 7.69% and 11.18% respectively. In real terms, the
average 12 and 36 month returns were some 11.3% and 11.4% respectively,
highlighting the products upside participation to the equity market.

The Allan Gray Optimal Fund is essentially a portable alpha fund where equity stock
picking alpha is transported onto cash. The ability to generate alpha on equity is
founded on their investment philosophy and process. Allan Gray equity research
formulates a buy list which is vetted and voted on by senior members of the investment
team. Each stock is classified as a BUY, HOLD or SELL with only the BUYS usually
included in their equity portfolios. They can adapt this buylist into a portfolio that is more
benchmark cognisant by overweighting a portfolio to stocks that they regard as a BUY,
underweighting stocks they regard as a SELL and neutral weighting those stocks they
view as a HOLD. Several rules and limitations are imposed that regulate the risk
measures of the fund.

By way of example, consider an arbitrary ten stock index with randomly allocated
‘BUYS”, “‘HOLDS” and “SELLS”. The resultant relative equity portfolio would typically be
constructed as in the following table:
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S el | e | sa | wi | sou | sex | aws | awa | PSR | e

Index Weights | 23.39% | 15.20% | 13.86% | 10.31% | 10.22% | 649%  596% | 5.27% 4.74% 457%
AG View Hold Hold Sell Buy Sell Buy Sell Hold Buy Sell

Active Bet 0.00% & 0.00% | -2.10% | 2.63% | -1.43% | 2.28% @ -1.49%  0.00% & 1.22% | -1.12%
éguﬁslatlve 23.39% | 15.20% | 11.76% | 12.95% | 8.79% | 8.76% | 4.47% | 527% | 596% | 3.45%

In constructing the Allan Gray Optimal portfolio they replicate the process above on the
ALSI Top 40 Index and buy physical stock to the equivalent exposure as presented in
the table above. The Fund thereafter removes all beta risk by selling out their Index
exposure by means of ALSI 40 futures contracts. The resultant exposure is “synthetic
cash” plus the alpha they may add through their active stock selection.

AG Optimal 0.00% | 0.00% -2.10% 2.63% | -1.43% 2.28% -1.49% | 0.00%

1.22% | -1.12% 100%

5.3.3 That, pending the consideration to de-risk the CP (paragraphs 5.3.1 and 5.3.2), the
strategic target ranges for the CP be approved.

Strategic target range Recommended new
strategic target range
Absolute return funds 40% - 70% 40% - 70%
Fund of hedge funds 10% - 20% 10% - 20%
SA Cash 10% - 25% 15% - 45%
Structured products 5% - 20% 0%

5.4 Guaranteed Portfolio (GP)

The MGF also offers a GP to its members. The GP offers members a minimum return per annum
and a maximum upside return capped out at a certain level depending on interest rates and market
volatility. Historically, when inflation and interest rates have been high, the GP has offered an
attractive guarantee as well as upside potential returns to its members. In the current environment
of lower interest rates expected over the coming year, guaranteed structured products are offering
low guaranteed returns for a similar capped upside return than was the case in 2007 and 2008.

Members electing to be invested in the GP must elect to do so usually by no later than 31 May of a
particular year. The duration of the portfolio is 1 year and coincides with the financial year of the
MGF, viz. 1 July to 30 June. This type of portfolio should only be offered to members close to
retirement.

The GP targets performance slightly ahead of the STEFI index. The portfolio does not form part of
the LSM.

5.5 Exit Portfolio (EP)

An EP, invested only in cash, is used to protect members’ fund credits upon termination of their
membership until payment of benefits. This portfolio is also an investment choice portfolio and does
not form part of the LSM. In the event that the Management Committee decides to de-risk the CP
going forward, the EP could potentially fall away as the return objectives of the two funds are similar
although different in construction.

@
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6. CURRENT INVESTMENTS

6.1 Aggressive Portfolio (AP)

The following table reflects the current investments as at 31 January 2009

Asset val u(%
Int. Equities,Bonds and Cash
- Allan Gray Orbis (equity) 110.8 3.1%
- Mondrian (hybrid: equity, bonds) 121.4 3.4%
- Cash 69.2 1.9%
- Investec (bonds) 174.0 4.8%
- Templeton (equity) 69.8 1.9%
Int. Hedge funds
- Coronation 64.6 1.8%
- Edge 65.1 1.8%
SA Cash
- Cadiz 50.4 1.4%
- OMIGSA 127.3 3.5%
SA Equity
- Allan Gray 750.3 | 20.7%
- Investec general equity 266.0 7.3%
- Investec Value 325.1 9.0%
- OMIGSA 384.4 | 10.6%
- RMB 312.9 8.6%
SA Fixed Income
- Investec 172.6 4.8%
- Investec Triple Alpha 186.2 5.1%
- Sanlam 3719 | 10.3%

Total assets = R3 622m
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6.2 Moderate Portfolio (MP)

The following table reflects the current investments as at 31 January 2009

Asset val u¢%
Int. Equities,Bonds and Cash
- Allan Gray Orbis (equity) 45.3 1.9%
- Mondrian (Hybrid: equities, bonds) 49.7 2.1%
- Cash 28.3 1.2%
- Investec (bonds) 71.2 3.1%
- Templeton (equity) 28.5 1.2%
Foreign Hedge Funds
- Edge 26.6 1.1%
- Coronation 26.4 1.1%
Property
- Fixed property 58.7 2.5%
SA Equity
- Allan Gray 195.6 8.4%
- Investec general equity 68.2 2.9%
- Investec Value 83.4 3.6%
- OMIGSA 96.8 4.2%
- RMB 79.8 3.4%
SA Fixed Income
- Investec 68.1 2.9%
- Investec Triple Alpha 92.9 4.0%
- Sanlam 150.0 6.5%
Absolute Return
- Coronation 387.8 16.7%
- Sanlam 448.7 19.3
SA Hedge Funds
- Brait 116.5 5.0%
- Edge 102.2 4.4%
SA Cash
- Cadiz 49.2 2.1%
- OMIGSA 50.0 2.2%

Total assets = R2 324m
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6.3 Conservative Portfolio (CP)

The following table reflects the current investments as at 31 January 2009

Asset value %
Absolute Return
- Coronation 138.2 22.4%
- Sanlam 159.8 25.9%
Structured Products
- ABSA 49.2 8.0%
- Cadiz 457 7.4%
SA Cash
- Cadiz 40.5 6.6%
- OMIGSA 114.7 18.6%
SA Hedge Funds
- Brait 36.7 6.0%
- Edge 32.2 5.2%

Total assets = R616.9m

6.4 Guaranteed Portfolio (GP)

The following table reflects the current investments as at 31 January 2009

Asset value %
ABSA Structure 468.3 50.9%
Cadiz Structure 439.4 47.8%
Cadiz Money Market 12.1 1.3%
OMIGSA Money Market 0.4 0.0%

Total assets = R920.2m

6.5 Exit Portfolio (EP)

The balance on the OMIGSA EP totaled R113.3m as at 31 January 2009

6.6 Reserve Product

The MGF also has a Reserve Product invested in cash to finance other fund-related cash flows. This
product does not form part of the member choice portfolios.

The following table reflects the current investments as at 31 January 2009

Asset value %
Cadiz Money Market 136.1 44.4%
OMIGSA Money Market 170.5 55.6%

Total assets = R306.5m
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7. RETURNS AND RISK MEASURES

7.1 12-Month Returns and Risk Measures

In accordance with Principle 8 of Circular PF 130, 12-month returns, risk measures and the targeted
benchmarks for each asset manager and fund portfolio are included in the tables below. It must be
noted that with effect from 1 January 2009, CPI replaces CPIX as the inflation benchmark for the AP.
As Stats SA has discontinued the CPIX series following the rebasing and reweighting of the inflation
series, CPIl becomes the industry standard against which inflation benchmarks are measured.

PERFORMANCES RISK MEASURES

CLIENT / PORTFOLIO Financial | ., Objectives STDEV ~ SHARPE  TRACKING
YTD RATIO  ERROR

July/08

Performances per Manager

SA Equity
Allan Gray Equity -0.19% -8.48% -0.90%  ALSI 18.52% -0.69 12.22%
Investec General Equity -0.29% -25.32% -21.08%  ALSI 22.09% -1.49 7.73%
Investec Value Equity -5.54% 1.50% -7.46%  ALSI 22.72% -0.85 24.70%
OMIGSA Equity -7.58% -31.37% -25.15%  ALSI 23.91% -1.55 5.74%
RMB Equity -4.36% -23.25% -16.41%  ALSI 22.94% -1.23 9.20%
ALSI -4.25% -30.90% -22.13%

SA Bonds
Investec Bonds -2.09% 22.61% 15.41%  ALBI 13.01% 0.28 1.16%
Investec Triple Alpha Bonds -1.94% 23.10% 15.89% ALBI 12.59% 0.33 1.04%
Sanlam Bonds -2.35% 22.65% 15.72% ALBI 12.50% 0.31 1.01%
ALBI -2.38% 22.37% 14.80%

SA Cash
OMIGSA Cash 0.92% 8.52% 13.64%  STeFl 1.01% 1.83 0.97%
Cadiz Money Market 0.99% 7.39% 12.07%  STeFl 0.37% 0.76 0.26%
STeFi 0.96% 6.97% 11.79%

Foreign Portfolios
Allan Gray / Orbis 3.04% 9.31% 10.11%  MSCI World 16.62% -0.10 17.81%
Templeton Global Fund -5.52% -24.36% -27.72%  MSCI World 19.44% -2.03 16.86%
MSCI World 0.58% -21.34% -20.29%
Coronation International 7.98% 4.18% 13.00% Composite 21.51% 0.06 10.80%
50%*MSCI + 25%*(EURO LIBOR 3M + USD LIBOR 3M) 2.81% 9.05% 25.47%
Mondrian International 0.00% 7.57% 9.65% 50% *(MSCI + JPMGB) 17.60% -0.12 5.63%
50%*(MSCI + JPMGB) 2.00% 4.83% 8.67%
International Cash 6.88% 26.21% 32.63% UsD 21.58% 0.97 4.07%
uUsD 6.88% 30.06% 35.94%
Investec International Bonds 7.14% 28.06% 37.04% JPMGB 19.01% 1.33 8.96%
JPMGB 3.42% 37.16% 44.79%
Edge Fund of Funds 6.88% 6.66% 9.58% Fed Funds Rate +1%  24.41% -0.09 10.68%
Fed Funds Rate +1% 6.98% 31.56% 39.20%

Hedge Funds
Brait Hedge 2.28% -1.42% -1.80% STeFl + 2% 5.42% -2.51 5.39%
Edge Iconic 0.33% -1.86% 0.60% STeFl + 3.5% 5.12% -2.19 5.12%
STeFi + 2% 1.12% 8.13% 13.79%
STeFi + 3.5% 1.24% 8.99% 15.29%

Absolute Return Funds
Sanlam Absolute Return -0.97% -1.49% 2.30% CPIX + 5% 5.67% -1.67 6.46%
Coronation Absolute Return -1.03% 4.15% 4.02% CPIX + 5% 9.84% -0.79 9.97%
CPIX + 5% 0.38% 5.79% 13.97%

Structured Products
ABSA Structured Product 0.98% 8.88% 19.04%  STeFlI 2.58% 2.81 2.68%
Cadiz ELCD Structured Product 0.71% 2.78% 6.51% STeFI 2.98% -1.77 3.03%
STeFi 0.96% 6.97% 11.79%
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PERFORMANCES RISK MEASURES

CLIENT / PORTFOLIO Financial Objectives STDEV ~ SHARPE  TRACKING
12 months
YTD RATIO ERROR
July/08
Municipal Gratuity Fund -0.85% -1.36% 2.03% 8.04% 1.21 8.04%
Guaranteed Product 0.85% 5.96% 12.81%  STeFlI 2.07% 0.49 2.16%
ABSA Structured Product 0.98% 8.88% 19.04%
Cadiz ELCD Structured Product 0.71% 2.78% 6.51%
Cadiz Money Market 0.99% 7.39% 12.07%
OMIGSA Cash 0.92% 8.52% 13.64%
STeFi 0.96% 6.97% 11.79%
Aggressive Portfolio -1.54% -5.08% -1.84% CPIX + 4.5% 11.48% -1.19 12.25%
SA Cash 0.94% 8.07% 13.04%
SA Fixed Income -2.17% 22.79% 15.70%
SA Equity Channel -3.18% -17.04% -12.37%
Foreign Portfolios 3.72% 7.13% 9.70%
CPIX +4.5% 0.34% 5.51% 13.47%
Moderate Portfolio -0.93% -0.27% 2.42% STeFl + 2.5% 6.96% -1.35 7.02%
SA Cash 0.94% 8.07% 13.04%
Hedge Fund BB 1.37% -1.63% -0.72%
Cadiz Rand Expander 0.00% -2.24% 5.22%
Absolute Return BB -1.00% 1.03% 3.06%
SA Fixed Income -2.17% 22.79% 15.70%
SA Equity Channel -3.15% -17.21% -12.88%
Foreign Portfolios 3.72% 7.13% 9.70%
STeFi + 2.5% 1.16% 8.42% 14.29%
Conservative Portfolio -0.18% 2.60% 5.63% STeFl + 1% 3.99% -1.54 4.02%
SA Cash 0.94% 8.07% 13.04%
Guaranteed Product 0.85% 5.96% 12.81%
Hedge Fund BB 1.37% -1.63% -0.72%
Absolute Return BB -1.00% 1.03% 3.06%
STeFi + 1% 1.04% 7.55% 12.79%
Reserve Product 0.95% 7.97% 12.88%  STeFl 0.61% 1.79 0.54%
Cadiz Money Market 0.99% 7.39% 12.07%
OMIGSA Cash 0.92% 8.52% 13.64%
STeFi 0.96% 6.97% 11.79%

Risk adjusted returns over the past year are measured using the Sharpe Ratio. The Sharpe
Ratio is calculated by subtracting the risk-free rate from the rate of return of the portfolio and
dividing the result by the standard deviation of the portfolio returns. It tells us whether a portfolio's
returns are due to smart investment decisions or a result of excess risk. This measurement is very
useful because although one portfolio or fund can reap higher returns than its peers, it is only a
good investment if those higher returns do not come with too much additional risk. The greater a
portfolio's Sharpe Ratio, the better its risk-adjusted performance has been. A negative Sharpe
Ratio indicates that a riskless asset would have performed better than the security or portfolio being
analyzed.

Following a year in which risky assets were battered by the fallout from the global credit crisis it is
hardly surprising that cash and bonds yielded the best risk-adjusted returns. More risky asset
classes such as equities yielded the poorest returns suggesting that the returns yielded did not
justify the degree of risk taken. It is however important to stress that the MGF takes a long term
investment horizon with risk being reduced through a well diversified portfolio of assets.

Recommendation:

That CPI replaces CPIX where it appears as a return objective and mandate benchmark.
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8. Selection of benchmarks

8.1 SA equities

Although resource shares currently make up around 42% of the market capitalization of the
FTSE/JSE All Share Index, two stocks viz. Anglo American and BHP Billiton make up almost 19% of
the index. Prior to the recent sharp sell-off in the equity market, these two shares made up almost
25% of the index. Given this high level of concentration, the inclusion of these shares imposes a
high degree of stock specific risk in a portfolio. In addition, they also create a large cap tilt to a
portfolio.

As a result of this concentration risk, alternative indices have been used to benchmark performance.
These include the CAPI and SWIX indices, both of which downweight resources in their construction.
The adoption of these benchmarks is usually accompanied by tracking error limits being imposed on
the underlying managers. Since the Fund does not impose tracking error limits on its managers, the
All Share Index should be retained as the equity benchmark. This gives the managers leeway to tilt
the portfolios to where they see value, allowing them to maximize expected returns.

Long term tracking errors do however give an indication of the potential outperformance that a
manager can generate. In the table below, managers with a higher tracking error should realistically
generate higher alpha assuming the manager has skill in this area. Although the managers are
benchmarked against the All Share Index, the outperformance shown in the table below is viewed as
the potential return objective for the managers.

Investment Manager Allocation: Equity Outperformance Tracking error
approach Building Block target over 5 years (long Term)
Deep Value Allan Gray Max 35% ALSI + 4.0% 8.46%
Momentum Investec General Max 35% ALSI + 1.5% 6.78%
Deep Value Investec Value Max 35% ALSI + 4.0% 15.11%
Relative Value OMIGSA Max 35% ALSI + 1.0% 4.08%
Relative Value RMB Max 35% ALSI + 1.5% 8.10%

Similarly, in the case of hedge fund managers, the managers with the higher tracking errors should
be able to generate a higher return relative to cash over time. The combination of Brait and Edge in
this space has resulted in a well diversified FoHF with no overlap between the two managers.

Investment Manager Allocation Outperformance Tracking error
approach target over 3 years (long term)
Multi-strategy Brait Hedge 40% - 60% Stefi + 2% 4.51%
FoHF

Multi-strategy Edge Iconic 40% - 60% Stefi + 3.5% 6.40%
FoHF

The MGF believes that it is possible to obtain some diversification benefits in the SA absolute return
space by investing in a combination of managers that adopt different strategies. In the case of
Coronation (a deep value absolute return manager) and Sanlam (a tactical asset allocation
manager), diversification benefits should smooth returns over time. The return objective for these
managers is inflation + 5% over rolling three year periods.

Investment Manager Allocation Outperformance Tracking error
approach target over 3 years (long term)
Deep Value Coronation 50% - 70% CPI + 5% 7.93%
absolute return

TAA/SAA Sanlam 30% - 50% CPl + 5% 6.55%
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8.2 SA bonds

The BE-ASSA All Bond Index (ALBI) is currently used as the benchmark for the local bond
managers. This is a composite of the 20 largest and most liquid listed bonds. The index comprises
85.3% of government bonds and approximately 14.7% in non-government/credit bonds.

As the corporate bond market has increased in size over the past number of years, bond mandates
currently allow managers to hold a higher weighting in corporate bonds than is the case in the BE-
ASSA All Bond Index. With inflation likely to trend higher over the next few years, the search for
yield has made it prudent to increase the cap on corporate bond exposure to 40% from 30%
previously.

It is suggested that the ALBI remain the preferred benchmark and that the underlying mandates of
the bond managers allow for a higher corporate bond exposure.

The Investec Triple Alpha Bond Fund is a combination of the Investec Dynamic Fund, the Relative
Value Fund and the Credit Fund. As such it is a higher risk fund and is therefore expected to
achieve a return in excess of the ALBI + 1% (net of fees). The Investec Core Bond fund, a lower risk
duration fund is expected to achieve a return of the ALBI + 0.75% over a rolling 3 year period. A
similar return objective is expected for the Sanlam Bond Fund given that it too is a low risk duration
fund.

Investment Manager Allocation Outperformance Tracking error
approach target over 3 years (long term)
Duration Investec Core 20% - 30% ALBI + 0.75% 0.67%
Duration, Relative Investec Triple 20% - 30% ALBI + 1.0% 0.57%
Value, Credit Alpha

Duration Sanlam 40% - 60% ALBI + 0.75% 0.65%

Recommendation:
That it be confirmed that the ALBI remain the benchmark for the domestic bond managers.
8.3 International equities

The MGF currently uses the MSCI World Index as the international equity benchmark. This index
includes exposure mostly to developed equity markets. Given the high weighting in the fund towards
domestic equities - due to prudential limits on offshore investments - the MGF already has a high
exposure to emerging markets. It is therefore appropriate to diversify exposure away from emerging
markets to developed equity markets. The MSCI World Index is therefore an appropriate benchmark
for a South African fund.

In light of the relatively high tracking errors for the pure offshore equity managers — in part due to the
volatility in the rand/USD exchange rate — the return objective for Allan Gray/Orbis is the MSCI + 4%
whereas that for Franklin Templeton is the MSCI + 2%.

Investment Manager Allocation Outperformance Tracking error
approach target over 5 years (long term)
Deep Value Allan Gray/Orbis 50% - 70% MSCI + 4% 11.42%
Deep Value Franklin Templeton | 30% - 50% MSCI + 2% 8.26%

The MGF has a single offshore balanced manager in the mix, Mondrian, targeting a composite of the
MSCI World Index and the JP Morgan Global Bond Index. As Mondrian is a lower risk fund, the

return objective over a rolling 3 to 5 year period is the composite index + 1.5%.

Investment Manager Allocation Outperformance Tracking error

approach target over 5 years (long term)

Balanced Mondrian 100% 50% *(MSCI + 3.17%
JPMGB) + 1.5%
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The MGF has exposure to two offshore Fund of Hedge Fund managers (FoHF), each following a
different strategy. The Coronation International Fund is an equity biased FoHF whereas the Edge
Fund is a market neutral, global macro strategy FOHF. Given the higher tracking error of the Edge
Fund, it has a more stringent return objective.

Investment Manager Allocation Outperformance Tracking error
approach target over 3 years (long term)
Equity biased Coronation 40% - 60% 50%*MSCI + 7.29%
FoHF International 25%*(Euro Libor

3m) + 25%*(USD

Libor 3m)
Market neutral, Edge International | 40% - 60% Fedfunds Rate + 10.68%
global macro 1%
strategy FoHF

8.4 International bonds

SMMI recommends using the JP Morgan Global Bond Index as the international bonds benchmark
due to its accessibility and wide use. Although the Lehman’s Global Aggregate Bond Index is
generally regarded as a more representative benchmark due to its inclusion of both sovereign and
corporate debt, SMMI favours the JP Morgan Index. The long term return objective for the Investec
International Bond Fund is the JP Morgan Global Bond Index + 2%, due to its relatively high tracking
error. The relatively high tracking error has however been skewed over the past few years by
significant underperformance of corporate bonds relative to sovereign bonds.

Investment Manager Allocation Outperformance Tracking error
approach target over 3 years
Duration Investec 100% JPMGB + 2% 6.95%

Recommendation:

That the following benchmarks be confirmed:

ASSET CLASS BENCHMARK

SA Equities FTSE/JSE All Share Index
SA Bonds BE-ASSA ALBI

International Equities MSCI World

International Bonds JP Morgan Global Bond Index
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9. Active/passive management
9.1 Equity

The MGF follows an active approach to equity management, tilted towards a value bias. However, a
few important aspects need to be taken into account:

- The value approach aims to exploit sentiment in the market and reacts when opportunities present
themselves. This can result in periods of underperformance, especially in strong bull markets. SMMI
still believes that there is some inefficiency present in the SA market. The manager must therefore
have a long term (5+ years) investment horizon based on in-depth research and a disciplined
investment process. This implies that the manager has the experience and capability to identify
shares that are trading at a discount to their intrinsic value.

Although the international equity markets are more efficient than the SA market, evidence still
suggests that a quality value manager should outperform the market over long periods of time. The
Management Committee should therefore maintain a value-biased long term investment horizon.

Recommendation:

That the current value approach adopted is still the prudent investment philosophy along with a small
component of growth to limit the cyclical underperformance of value managers in strong bull
markets.

9.2 Bonds

The MGF currently follows an active investment approach to managing bonds. It must however be
noted that the median bond managers’ returns are similar to those of the All Bond Index. As there
are structural inefficiencies in the bond market, the Management Committee believes that the current
active strategy should be maintained by the MGF. Over the medium term (3 to 5 years), expectations
are that quality active bond managers can outperform the market by between 0.5% and 1.5% per
annum.

Conclusion:

The current active approach to bonds, but with a higher exposure to corporate bonds, is the prudent
approach to follow.
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10. Selection of asset managers

The process of awarding a mandate is one that is very stringent and disciplined. The whole process
may take as long as a few months to be completed. The manager selection process is based on
both qualitative and quantitative assessments of the managers some of which are briefly discussed
below.

10.1 Qualitative Analysis

The manager selection process focuses on qualitative factors with emphasis placed on:
A Organisation
A People
A Investment Process

10.1.1 Organisation:

It is imperative that long term partnerships be built with asset managers, and with this the security
offered by managers who have the backing of a strong and credible holding company with a stable
shareholding structure.

The assets under management and financial standing (ie profitability, strength of balance sheet) all
play an important role in the analysis of the manager.

10.1.2 People:

Asset management is a people business. Intellectual capital represents the biggest asset of any
investment manager. The MGF requires managers with committed, experienced and respected
investment professionals. Team dynamics and staff turnover are vital aspects that encompass the
essence of the investigation.

10.1.3 Investment Process:

The MGF and its advisors look for a manager with a clearly defined and understandable investment
philosophy and process. This investment philosophy and process must fit in well with the IPS’s
portfolio construction philosophy and in general must be stable for at least a 5-year period (one
market cycle). Analysis of the investment process includes their Investment Philosophy, Investment
Style, Portfolio Construction, Research and Valuation Methodologies.

10.2 Quantitative Analysis

The quantitative analysis is conducted to confirm the qualitative understanding of the prospective
manager. Included in this analysis is relative performance analysis, style analysis, and performance
and risk attribution analysis.

Conclusion:

The MGF and its advisors are comfortable that all the managers included in the investment portfolios

follow an in-depth and disciplined research and investment process. Currently, Franklin Templeton is
the only manager under review.
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11. Asset manager limits

11.1 Weightings per building block

Within the different asset classes, asset managers are selected and blended to form part of an asset
class’ building block. The table below shows the permissible range within which each manager’s
exposure is assessed within the different asset classes. The limits below are applied at the risk-
profiled level of the MGF. The table also includes the current manager weightings within the life

stage portfolios.

ASSET MANAGER ALLOWABLE CURRENT WEIGHTINGS
RANGE

SA EQUITIES AGGRESSIVE MODERATE | CONSERVATIVE

- Allan Gray Maximum 35% 37.1 37.7 -

- Investec General Equity Maximum 35% 13.2 13.2 -

- Investec Value Equity Maximum 35% 15.8 15.8 -

- OMIGSA Equity Maximum 35% 18.6 18.2 -

- RMB Equity Maximum 35% 15.2 15.1 -

SA BONDS

- Investec Core Bond 23.6 21.9 -

- Investec Triple Alpha 40% to 60% 25.5 29.9 -

‘- Sanlam 40% to 60% 50.9 48.2 -

SA MONEY MARKET

- Cadiz African Harvest 25% to 50% 25.4 49.3 23.4

- OMIGSA 50% to 75% 74.6 50.7 76.6

ABSOLUTE RETURN

FUNDS

- Sanlam 30% to 50% - 46.3 46.3

- Coronation 50% to 70% - 53.7 53.7

FUND OF HEDGE FUNDS

- Brait 40% to 60% - 53.7 53.7

- Edge 40% to 60% - 46.3 46.3

FOREIGN PORTFOLIOS:

EQUITY

- Allan Gray/Orbis 50% to 70% 60.5 60.5 -

- Franklin Templeton 30% to 50% 39.5 39.5 -

HYBRIDS

- Mondrian 100% 100 100 -

HEDGE FUNDS

- Coronation 40% to 60% 49.8 49.8 -

- Edge 40% to 60% 50.2 50.2 -

BONDS

- Investec 100% 100 100 -

Recommendation:

11.1.1 That the above asset manager weightings per building block be implemented
11.1.2 That the existing total limit of 25% per manager be confirmed

11.2 Corporate and government bond limits, concentration risk and diversification

Recommendation:

11.2.1 That the following investment guidelines be applied to corporate and government bonds
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A Maximum total exposure is 100% for rating band 1 issuers
A Maximum total exposure is 50% for rating band 2 issuers
A Maximum total exposure is 30% for rating band 3 issuers

Per Issuer:

A Maximum exposure to any single bond/issuer is 30% for rating band 1
A Maximum exposure to any single bond/issuer is 20% for rating band 2
A Maximum exposure to any single bond/issuer is 5% for rating band 3

A The maximum exposure to corporate bonds is increased to 40% from 30% previously.

Note: The long term ratings from Fitch, Standard and Poor’s and Moody’s are given below as well as
total and individual bond limits.

LONG TERM RATINGS
S % Limits
0,
Rating Band Fitch Rating S&P Rating | Moody 6 s /6 Limits 'I;otal Individual
Bonds
Bonds
1 AAA AAA Aaa 100% 30%
AA+ AA+ Aal
AA AA Aa2
AA- AA- Aa3
2 A+ A+ Al 50% 20%)
A A A2
A- A- A3
3 BBB+ BBB+ Baal 30% 5%
BBB BBB Baa2
* Cumulative totals build up to 100% from lowest to highest rating
11.3 Bond ratings by instrument
Examples of bond instrument ratings are given in the table below:
RATINGS BY INSTRUMENT
Rating Band Fitch Rating Instrument
1 AAA DBSA, Eskom, RSA, Absa
AA+ Daimler Chrysler, Old Mutual, Standard Bank, Sanlam
Life
AA Transnet, Anglogold, RMB, Land Bank, Liberty Holdings,
Nedcor Ltd
AA- Firstrand, Investec Ltd, MTN, Sappi, Imperial Group
2 A+- Telkom, Abil,
A Steinhof, Netcare
A- SAB
3 BBB+
BBB

11.4 Money market limits

114.1

Credit limits, concentration risk and diversification

Recommendation:

11.4.1.1 That the following investment guidelines will apply:



SANLAM MULTI-MANAGER INTERNATIONAL:

F1+ rated banks, non-bank corporates and parastatals:

A Maximum 30% exposure to any single F1+ rated issuer
A Total maximum 100% exposure to F1+ rated issuer

F1 rated banks, non-bank corporates and parastatals:

A Maximum 20% exposure to any single F1 rated issuer
A Total maximum 50% exposure to F1 rated issuer

F2 rated banks, non-bank corporates and parastatals:

A Maximum 5% exposure to any single F2 rated issuer
A Total maximum 30% exposure to F2 rated issuer
A Instruments ranging in maturity from one day to one year may be used.
A The minimum permissible credit rating of any bank or non-bank corporate is F2.
A The minimum allowable credit rating of any parastatal without a government guarantee is F1.
SHORT TERM RATINGS
% Limits Total % Limits % Limits
Rating Band | Fitch Rating S&P Rating Banks/Non- Individual Individual
Banks* Banks Non-Banks
1 Fl+ A-1+ 100% 30% 30%
2 F1 A-1 50% 20% 20%
3 F2 A-2 30% 5% 5%

* Cumulative totals build up to 100% from lowest to highest rating

11.5 Money market ratings by instrument

Examples of money market instrument ratings are given in the table below:

RATINGS BY INSTRUMENT
Rating Band Fitch Rating Instrument

1 F1+ Anglo American, Anglogold, Absa, Citibank, DBSA, RSA,
Eskom, Firstrand, Land Bank, Nedcor, RMB, Standard
Bank, Sanlam Life, RSA

2 F1 Abil, Barloworld, Bidvest, Investec, Imperial Group,
Steinhof, Sanlam, Unitrans

3 F2
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12. Voting rights

The MGF must ensure that it exercises its rights in terms of voting rights on underlying investments. The
current process relies on the underlying asset managers to act on behalf of the MGF. The Management
Committee has decided to retain the current arrangement whereby the underlying managers exercise
voting rights on behalf of the MGF.

13. Script lending

Script lending is not permitted by any service provider of the MGF. Should any service provider in future
engage in scrip lending, the asset manager will need to approach the MGF in writing for its (the MGF’s)
consideration. The overriding principle must be that script lending is in the interests of the members of
the MGF. SMMI is however of the view that script lending adds additional default risk to the overall fund.

14. Custodians

Absa is the Custodian of the MGF’s assets. With respect to Allan Gray/Orbis, Allan Gray Nominees
(Pty) Ltd is the custodian of these assets. The Custodian must hold all the share certificates or other
documents proving title to the investments in the portfolios, in safe custody, on behalf of the client.

15. Compliance

Compliance is a very important function for retirement funds. Different aspects of compliance are
monitored daily, with the most important being Regulation 28 and mandate specific guidelines for
underlying asset managers and service providers.

SMMI uses the Decalog compliance system to monitor daily compliance. Daily compliance is based on
market values of underlying investments as at the close of business the previous day. If a breach occurs,
the designated portfolio manager is notified immediately and action is taken within a reasonable period
of time.

Compliance as well as regulatory and mandate breaches are reported monthly via SMMI’s Risk and
Performance Attribution reports.

16. Monitoring and reporting on IPS

SMMI compiles a monthly Risk and Performance Attribution report for the Management Committee of
the MGF. The report highlights most of the relevant investment aspects within the IPS.

The Investment Policy Statement (IPS) is formally reviewed once a year.

17. Socially responsible investments

The MGF’s approach to Socially Responsible Investments is that it monitors its exposure to the JSE SRI
index. As at 31 January 2009 the MGF’s exposure to the SRI index amounted to some 62.3% in equities
and some 67.1% in bonds. In order to increase its exposure towards Socially Responsible Investments,
the MGF has added BEE equity managers into the equity building blocks. With respect to the
procurement policies of the asset managers, the MGF does periodic reviews of these policies. The MGF
is committed to the principle and spirit of Socially Responsible Investments.

18. Trustee training and member communication

The MGF offers trustee training focusing on investments and legal related issues pertinent to the
retirement industry. The training is done once per year by SMMI and Coris Capital. In certain instances
the training is outsourced to a reputable third party. Although the MGF outsources its employee benefit

G
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administration, it retains the member communication responsibilities as a primary function to be
executed by the MGF itself.

19. Pooled vehicles used

All of the MGF’s assets are invested in segregated investment vehicles except for the following

investments:

U Global equity investments (via a unit trust)
o Allan Gray/Orbis
o Franklin Templeton

U Global hedge fund investments (via a pooled vehicle)
o Coronation

o Edge

U Domestic Hedge Fund Managers (via a debenture structure)

0 Brait
o Edge

20. Service providers (contact details)

Actuary/Valuator Auditors

Service Provider

Alexander Forbes Financial Services Deloitte & Touche

Full name:

Petrus Johannes Geldenhuis Dinesh Munu

Postal Address:

P.0.Box 2435, Pretoria, 0001 Private Bag X6, Gallo Manor, 2052

Physical Address:

189 Clark Street, Cnr Fehrsen,
Brooklyn, Pretoria

Building 8, Deloitte Place, The
Woodlands, Woodland Drive,
Sandton

Telephone Number:

+27 (12) 4527164 +27 (11) 8065200

Qualifications:

BSc FFA Registered Auditors

Benefit Administrator

Full name:

Coris Capital

Postal Address:

Private Bag X14, Highveld Park, 0169

Physical Address:

Lords Estate, Block 8, 276 West Avenue, Centurion, 0157

Telephone number:

+27 (12) 6833900

Registration number:

24/245

Investment Consultants

Full name:

Sanlam Multi Manager International

Postal Address:

Private Bag X8, Tyger Valley, 7536

Physical Address:

First Floor, Tyger Park V, Willie Van Schoor Avenue, Bellville, 7530

Telephone number:

+27 (21) 950 2596

Registration number:

24/435

Investment Administrators

Full name:

Coronation Fund Managers

Postal Address:

P.O. Box 993, Cape Town, 8000

Physical Address:

70 Floor, Mont Clare Place, Main Road, Claremont

Telephone number:

+27 (21) 6802000

Registration number:

24/31

Investment Administrators

Full name:

Cadiz Asset Management

Postal Address:

P O Box 44547, Claremont, 7735

Physical Address:

Fernwood House, Fedsure Oval, 1 Oakdale Road, Newlands

Telephone number:

+27 (21) 6578300

Registration number:

24/410
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Investment Administrators

Full name:

Brait Specialised Funds

Postal Address:

Postnet Suite 80, Private Bag X 1005, Claremont, 7735

Physical Address:

The oval, 1 Oakdale Road, 1% Floor, Kildare House, Newlands, 7700

Telephone number:

+27 (21) 670 3936

Registration number:

1960/003893/06

Investment Administrators

Full name:

Brait Specialised Funds

Postal Address:

Postnet Suite 80, Private Bag X 1005, Claremont, 7735

Physical Address:

The oval, 1 Oakdale Road, 1 Floor, Kildare House, Newlands, 7700

Telephone number:

+27 (21) 670 3936

Registration number:

1960/003893/06

Investment Administrators

Full name:

Absa Capital Structured Products (ASP)

Postal Address:

P O Box 4013, Cape Town, 8000

Physical Address:

7" Floor, Absa building, 31 Lower Long street , Cape Town

Telephone number:

+27 (21) 440 4616

Registration number:

1986/004794/06

Investment Administrators

Full name:

Investec Asset Management

Postal Address:

P.O Box 1655, Cape Town, 8000

Physical Address:

36 Hans Strijdom Avenue, Foreshore, Cape Town.

Telephone number:

+27 (21) 416 2000

Registration number:

24/61

Investment Administrator

Full name:

Sanlam Investment Management

Postal Address:

Private Bag X8, Tyger Valley, 7536

Physical Address:

55 Willie Van Schoor Avenue, Bellville, 7530

Telephone number:

+27 (21) 950 2500

Registration number:

24/258

Investment Administrator

Full name:

Allan Gray

Postal Address:

P O Box 51318, V & A Waterfront, Cape Town, 8002

Physical Address:

Granger Bay Court, Beach Road, V & A Waterfront, Cape Town

Telephone number:

+27 (21) 415 2312

Registration number:

24/437

Investment Administrator

Full name:

OMIGSA

Postal Address:

P O Box 878, Cape Town, 8000

Physical Address:

West Campus, 3" Floor, Jan Smuts Avenue, Pinelands

Telephone number:

+27 (21) 509 5022

Registration number:

24/126
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Investment Administrator

Full name;

RMB Asset Management

Postal Address:

Private Bag X9959, Sandton, 2146

Physical Address:

4 Merchant Place, 1 Fredman Drive, Sandton

Telephone number:

+27 (11) 505 1555

Registration number:

24/34

Investment Administrator

Full name:

Edge Capital

Postal Address:

P O Box 4188, Tygervalley, 7536

Physical Address:

Edge House, 3 Heuwelkruin Close, Tygervalley, Durbanville, Cape Town.

Telephone number:

+27 (21) 970 2605

Registration number:

24/296

Investment Administrator

Full name:

Mondrian Investment Partners LTD

Postal Address:

Third Floor, 80 Cheapside London , EC2V 6EE

Physical Address:

Third Floor, 80 Cheapside London , EC2V 6EE

Telephone number:

020 7477 7000

Registration number:

2533342

Investment Administrator

Full name:

Franklin Templeton Investments

Postal Address:

The Adelphi Building, 1-11 John Adam Street, London WC2N 6HT

Physical Address:

The Adelphi Building, 1-11 John Adam Street, London WC2N 6HT

Telephone number:

020 70738500

Registration number:

02533342

Risk insurers: Catastrophe

Full name:

Lloyd’s South Africa (Pty) Ltd

Postal Address:

P O Box 787163, Sandton, 2146

Physical Address:

The Forum, 7" Floor, Sandton, Johannesburg

Telephone number:

+27 (11) 884 0486

FSB approval no::

London Registered

Custodians and Nominees

Full name:

Absa Bank Limited

Postal Address:

P O Box 61218, Marshall Town, 2107

Physical Address:

180 Commissioner Street, Johannesburg, 2000

Telephone number:

+27 (11) 350-5000

FSB approval no::

26/10/292




