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1 INTRODUCTION

1.1 As requested, we have carried out an actuarial valuation of the Construction Industry
Pension Fund ("the Fund") as at 31 December 2013 and we now have pleasure in
presenting our report.

1.2 The objectives of the valuation are:

	

1.2.1	 to calculate and compare the assets and liabilities of the Fund and thus
establish the financial state of the Fund as at 31 December 2013 in order to
recommend what bonus should be added to the benefits accrued up to 31
December 2013; and

	

1.2.2	 to make recommendations on the interim rate of return to be used in calculating
benefits after 31 December 2013.

1.3 The report will be divided into the following sections:

I.	 INTRODUCTION
ECONOMIC BACKGROUND
FUND BACKGROUND
MEMBERSHIP DATA
ASSETS
VALUATION METHOD
VALUATION BASIS
VALUATION RESULTS
COMMENTS

10.	 RECOMMENDATIONS

APPENDIX I. SUMMARY OF BENEFITS
APPENDIX 2. MEMBERSHIP RECONCILIATION
APPENDIX 3. INCOME AND EXPENDITURE ACCOUNT
APPENDIX 4. SUMMARY OF ACTUARIAL BASIS
APPENDIX 5. TABLES OF HISTORICAL DATA
APPENDIX 6. EXPENSE ANALYSIS

Directors: M A Hyde M.A., F.1.A. (Managing), L M Hyde B.Sc.



1.4 In this report, all monetary amounts are United States dollars ($) unless otherwise
specified.

1.5 All figures are written using a full stop (period) as a decimal point and a comma as a
thousands separator.

1.6 This report complies with SAP 201 (Retirement Funds - Actuarial Valuation Reports
and Related Topics), issued by the Actuarial Society of South Africa.
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2 ECONOMIC BACKGROUND

2.1 The purpose of this section is to summarise briefly the main financial events in the
Zimbabwean economy which were relevant to pension funds, for the period since
1 January 2013.

2.2 We have examined the Industrial Index ("II") of the Zimbabwe Stock Exchange
("ZSE") which is a useful indicator of economic activity.

2.3 During 2013 much of the investment activity appeared to be related to speculation about
and reaction to the elections held at the end of July. Despite the fact that the Industrial
Index ("II") of the Zimbabwe Stock Exchange ended the year at the same levels as mid
May, it showed an impressive 32.62% increase over the start of the year, driven mainly
by the blue-chip stocks.
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2.4 During 2014 sellers dominated the market with only a few buyers committing their
funds. As at as at 22 April 2014, the index had fallen by 18.9% of its level as at 31
December 2013. It has, since then, strengthened and as at 22 August 2014 is only 2%
down. The market is still constrained by the general liquidity problems in the economy
and the spread of activity is limited.
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2.5 Assets denominated in Z$ still have effectively no value in US$.
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3 FUND BACKGROUND

3.1 The Construction Industry Pension Fund was established (as the Building Industry
Pension Fund) under the provisions of the Industrial Agreement published by Rhodesia
Government Notice 509 of 1969. The Fund is presently constituted under Statutory
Instrument 239 of 1992, as amended by various statutory instruments.

3.2 A replacement Statutory Instrument was drafted and approved on 12 November 2003
but is yet to be promulgated.

3.3 The rules were amended by a further Statutory Instrument approved on 31 May 2007, as
yet unprom u 'gated.

3.4 Comments on the rules were received from the Fund's lawyers and these have now been
signed by representatives of the Fund, the Employers and the National Employment
Council for the Construction Industry of Zimbabwe and submitted to the Commissioner
for registration.

3.5 The benefits, as outlined in Appendix 1 to this report, remain unchanged by these
amendments to the rules.

3.6 The Fund is essentially a Defined Contribution ("DC") fund with fixed employer and
employee contribution rates. However, these contributions are used to purchase a
deferred pension based on factors set out in the rules and the pension benefit is thus also
defined. This together with the payment of pensions from the Fund and the existence of
salary related benefits on death in service are all Defined Benefit ("DB") characteristics
and therefore subject to the requirement of a statutory valuation every 3 years.

3.7 Eligible employees are persons who are aged not less than 16 or more than 60 and who
are employed in any of the designated trades or workers' grades in the Construction
Industry for whom wages are prescribed in a parallel agreement.

3.8 Voluntary membership is permitted, with the Trustees' approval, for people who are
engaged in the Construction Industry but who do not fall under any of the designated
trades or workers grades. Both members and Employers are bound by the provisions of
the Agreement.

3.9 Members and Employers each contribute to the Fund at the rate of 5% of the member's
wage. Contributions are applied to purchase amounts of pension payable from normal
retirement age. A lump sum death in service benefit is also provided.

3.10 The previous valuation of the Fund was carried out by Mark Hyde of Pentact (Private)
Limited as at 31 December 2012. The following recommendations were made:

3.10.1 that pension increase of 10% and one off, ex-gratia, lump sum bonus equal to
once times annual salary to pensioners as at 1 November 2011 approved in
2013 and the bonus of 15%, recommended as part of the 31 December 2010
valuation are implemented;

3.10.2 that the level of reserves is set at 4.3% of the market value of the assets;

3.10.3 that a bonus of 0% be awarded as at 31 December 2012 to benefits accrued at
that date;

3.10.4 that the interest rate for the year ending 31 December 2012 should be 0%;

3.10.5 that a pension increase of 8% of pension as at 31 December 2012 be awarded
to pensioners as at 31 December 2012 with effect from 1 January 2013,

OR
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that a one off lump sum bonus is paid to pensioners as at 31 December 2012
equal to 6 months worth of current pension.

NOTE

Should the Trustees wish to award a one off lump sum bonus to pensioners as
at 31 December 2012 equal to 12 months worth of current pension, the cost
would be $118,098 and the reserves would reduce to $787,423 or 4.1 % of the
market value of the assets. While this award reduces the security of the
benefits payable to active members the reserves maintaining the funding level
at 100% are still positive;

3.10.6 that the interim bonus with effect from 31 December 2012 should be 0%;

3.10.7 that the interim interest rate with effect from 31 December 2012 should be 0%;

3.10.8 that further work is undertaken to obtain dates of birth as shown on the
member identity document and to ensure the accuracy of the contribution data
on record;

3.10.9 that action is taken to ensure that contributions are collected from the employer
promptly and received by the Fund before the 15th of the month following that
in which they were deducted from employee salaries as required by legislation;

3.10.10 that further measures are taken as a matter of urgency to reduce the
administration costs of the Fund or that the contributions paid by the
Employers are increased as a percentage of salary bill or a combination of
both,

3.10.11 that the number of small holdings in the equity portfolio continues to be
monitored.

3.11 After discussions the Trustees accepted all the above recommendations except that they
elected to pay a lump sum bonus to pensioners of 12 times monthly pension in lieu of a
pension increase. This reduced the level of reserves from 4.3% to 4.1% of the value of
the assets.

3.12 The pension increase of 10% and one off, ex-gratia, lump sum bonus equal to once
times annual salary to pensioners as at 1 November 2011 recommended as part of the 31
December 2010 valuation was in fact implemented earlier in 2013.

3.13 A summary of the historic levels of bonuses and interim bonuses is set out in
Appendix 5.

3.14 A summary of the benefits provided by the Fund is set out in Appendix 1.
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4 MEMBERSHIP DATA

4.1 Membership data for members prior to retirement and for pensioners was provided for
the valuation by the Fund on behalf of the Trustees.

4.2 The total number of contributing members, deferred pensioners and pensioners shown
in this section are different to those shown in the audited accounts. The administrators
have advised that this is due to the different cut off dates in the data. Unallocated
contributions have been identified and allowed for in the valuation liabilities.

4.3 Current Contributors File

	4.3.1	 Current contributors are those members for whom contributions have been
made at any time in the last 3 years. For this valuation we have been supplied
with the member's national identity number, name, date of birth, date of
joining the Fund, accumulated contributions as at 31 December 2008 (in Z$
and US$) and the annual contributions for each year from 2009 to 2013.
Gender did not form part of the data supplied.

	

4.3.2	 Valuation statistics for the current contributors (after the consolidation of
duplicate records where identity numbers are duplicated) are as follows:

2013 2012

Number for whom records supplied 48,241 44,717

Number contributing in current year 18,443 24,597

Contributions for current year $2,844,876 $3,513,586

Accrued pension for current year $681,648 $884,292

Total accrued pension r11 $3,846,586 $3,461,050

Note [I]: the total accrued pension depends on assumptions made in respect of pre-
dollarisation contributions.

4.3.3	 Data for 39,093 records was matched to 2012 data based on the member's
identity number. For 21,475 members there were no changes in data. Changes
in data were recorded as follows:

Changes in data from 2012 to 2013
Number of

records
Change in

contribution*
Full name 472
Account number 6
Scheme joining date 5,226
Date of birth 1,860

Contributions in US$ prior to 2008 218 -$6,626
2009 815 -$1,630
2010 1,557 $5,847
2011 2,615 -$59,055
2012 12,036 -$665,792

* (if the 2012 data is < the 2013 data this figure is negative)

4.3.4	 Changes in data may be as a result of improvement in the data, including
reallocation of contributions from one year to another. These changes do
however affect the results of the valuation.
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2010 5,157 28,515 18%
2011 6,242 39,893 16%
2012 5,305 44,717 12%
2013 9,459 48,241 20%

Number with a	
Total number of

valid date of birth
Percentage with a
valid date of birth

Year current
contributors

	

4.3.5	 A reconciliation with the data from 2012 based on reference number is shown
in Appendix 2.

	

4.3.6	 Date of birth

In doing the age analysis it was discovered that 1,031 members have a valid
date of birth equal to 1 January 1966. As this is statistically very unlikely we
have taken this date of birth as being not supplied.

After removing these members, the numbers and percentages with a valid date
of birth are shown in the table below.

This is a considerable improvement over the 2012 figure, however only 14% of
the new records have a valid date of birth. As the pension purchased depends
on the age of the member, it is important that efforts to collect this information
from all members continue.

For members with a valid date the average age at the valuation date has
decreased from 39 years 1 month as at 31 December 2012 to 37 years 3 months
at this valuation. Graphs showing the actual spread for 2012 and 2013 which
show the improvement in numbers but a similar distribution, are shown in
section 7.8.

4.3.7 Date of joining the Fund

A valid date of joining the Fund was supplied in all cases. However there are
151 members with a valid date of birth for whom the age at entry is then less
than 16.

In addition there are 31,632 members with a date of joining the Fund prior to
the valuation as at 1 January 2009 but only 7,100 have contributions in Z$
prior to this date. In addition 6 members have a Z$ contribution but joined the
Fund after 1 February 2009.

4.3.8 Contributions

4.3.8.1 Comparison with previous records

Matching of contributions to 2012 records showed reasonable
consistency but the low level of the US$ value of the pre-dollarisation
contributions is still of some concern.
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4.3.8.2 Contributions received in 2013

Contributions are often received late (in some cases up to 24 months
may have elapsed) and are credited to the year in which they are due
and not the year in which they are received. As a result contributions
may be added to the membership record for some time after the due
date. A further complication is that contributions may have been
added to the membership record and not included as contributions for
accounting purposes. Details are given in the following table:

New contributions per
membership records 2013 data 2012 data

2013 $2,845,086
2012 $1,023,181 $3,513,586
2011 $84,155 $612,282
2010 $20,158 $101,964
2009 $6,341 $17,531
Unallocated contributions $211,403 $322,019
Contributions received per
the accounts

$4,190,324 $4,567,382

Some portion of the unallocated contributions may have been paid as
part of withdrawal benefits. For this valuation we have assumed that
the discrepancy from 2012 has been resolved and all contributions are
now reflected in the data but that the discrepancy from 2013
represents an additional liability of the Fund.

This data will, in our opinion, give the best estimate possible for the
liabilities of the Fund based on the data available.

4.3.8.3 Zero contribution records

At the previous valuation 75 current contributors had zero balances,
this number has reduced to 2 at this valuation. However the number
with no contributions within the last 3 years has increased from 3,632
to 6,275.

4.4 Deferred members

	4.4.1	 For the deferred members we have been supplied with 2 files, the first
applicable to members with benefits preserved prior to dollarisation and the
second with benefits preserved after dollarisation.

	

4.4.2	 The number of members over age 60 and therefore eligible to retire has
decreased from 2,118 to 1,828.
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4.4.3	 Statistics for the deferred members, together with those from 2012 are shown
in the table below:

Number of members 2013 2012

Pre-dollarisation 7,089 7,686

With US$ contributions 115 52

Total number of records 7,204 7,738

Total preserved contributions $546,848 $1,719,216

Total accrued pension $64,999 $227,181

	

4.4.4	 The reduction in preserved contributions is discussed in section 8.5.8. A
reconciliation with the data from 2012 is shown in Appendix 2.

4.5 Pensioner data

	4.5.1	 Pensioner data as at 31 December 2013 was provided by the Fund and,
together with that for 2012, is summarised below.

Fixed term Retiral Total
31 December 2012
Number 126 79 205
Pension p.a. $87,071 $31,024 $118,095
31 December 2013
Number 139 117 256
Pension p.a. $95,591 $38,635 $134,226

	

4.5.2	 The pension increase of 10% with effect from 1 January 2011 and the one off,
ex-gratia, lump sum bonus equal to once times annual pension as at
1 November 2011 as a result of the valuation as at 31 December 2010 was
approved by the Commissioner and paid in April 2013. No increase was
awarded as a result of the 2012 valuation; instead a one off lump sum bonus
pension was paid.

	

4.5.3	 A reconciliation with the data from 2012 is shown in Appendix 2.

4.6 Outstanding death benefits

	4.6.1	 Data is provided for unfinalised death claims. Data for both 2012 and 2013
contained duplicate records. After the removal of these, the number of such
cases has increased from 1,236 at 31 December 2012 to 1,241 at 31 December
2013.
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4.6.2	 There are a large number of cases older than 5 years. Very little progress has
been made in finalising these cases as shown by the graph below:

	4.6.3	 A reconciliation with the data from 2012 is shown in Appendix 2.

4.7 Forfeits

	4.7.1	 After three years from the date of cessation of contributions the amounts
involved are forfeited.

	

4.7.2	 Contributions are forfeited in terms of Rule 15 of the Fund. In practice,
however, the Trustees permit the reinstatement of members' forfeited
contributions.

	

4.7.3	 The number of records on the forfeits file has decreased from 407,622 as at
31 December 2012 to 404,937.

	

4.7.4	 Further analysis on the Z$ records is problematical due to the large number of
records, the incomplete data and the problems in working with records where
zeros have been removed.

	

4.7.5	 We therefore extracted those with a US$ liability for comparison to 2012 and
checks for reasonableness.

	

4.7.6	 Data for both 2012 and 2013 contained duplicate members. For some of these
the record is a full duplication while others have a different date of cessation
and different contributions. These records were retained in the analysis of
numbers. The number of forfeits with a US$ liability increased from 30,623 in
2012 to 31,447.

	

4.7.7	 As no forfeits in US$ should arise prior to 31 December 2011, this implies that
the number of forfeits arising from 2009 with US$ contributions was 30,623
while that arising in 2010 was only 824. The administrators have advised that
in fact the discrepancy arises due to the large number who ceased contributing
in 2008 but for whom the 2008 contributions made were received in 2009 and
were therefore received in US$. This should also account for the fact that only
1,409 records have a date of cessation after 31 December 2008.

	

4.7.8	 We also found that there were 1,212 records of members who are also on the
contributors file.

	

4.7.9	 A reconciliation with the data from 2012 is shown in Appendix 2.
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5 ASSETS

5.1 Details of the market values of the assets and the income and expenditure of the Fund
were taken from the audited accounts for the year ended 31 December 2013 provided by
the Fund.

5.2 The market values of the assets provided by the Fund, together with those used in the
31 December 2012 valuation, are as follows:

31 December 2013 31 December 2012
Approved assets 105,654 0.5% 104,118 0.5%
Equities 4,988,834 22.3% 1,908,842 9.8%
Property 14,868,192 66.4% 12,281,828 63.2%
Computers 54,627 0.2% 24,292 0.1%
Office equipment 37,707 0.2% 36,620 0.2%
Motor vehicles 86,588 0.4% 143,642 0.7%
Inventories 5,751 0.0% 8,390 0.0%
Cash 1,400,682 6.3% 3,800,152 19.6%
Sundry debtors 1,799,686 8.0% 1,508,968 7.8%

23,347,721 104.3% 19,816,852 102.0%
Less Sundry Creditors -1,202,983 -5.4% -622,736 -3.2%

22,144,738 98.9% 19,194,116 98.8%
Provision for death benefits 236,828 1.1% 225,663 1.2%

Value of assets for valuation 22,381,566 100.0% 19,419,779 100.0%

5.3	 Properties have not been revalued since March 2011. Increases in values since that
date represent capital expenditure incurred on the respective property. The breakdown
of the market value shown in the balance sheet, together with the market values for
from the 31 December 2011 valuation are shown below:

31 December 2013 I	 31 December 2012

Income generating
properties $

404,130

% of
total

portfolio
1.8%

% of
property

2.7%
portfolio 	

$

400,000

	

% of	 % of

	

total	 property

	

portfolio	 portfolio

	

2.1%	 3.3%Ardbennie

Construction House 8,2 1 3,7 5 7 36.7% 55.2% 8,163,448 42.0%	 66.4%

Mership House 627,535 j	 2.8% 4.2% 625,692 3.2%	 5.1%

Mimosa House 727,535 3.3% 4.9% 725,692 3.7%	 5.9%

Windsor House 500,000 2.2% 3.4% 500,000 2.6%	 4.1%

Msasa House 1,112,391 5.0% 7.5% 1,1 0 0,0 0 0 5.6%	 9.0%

Thorngrove Factory 250,000	 1.1% 1.7% 250,000 1.3%	 2.0%

11,835,348 52.9% 79.6% 11,764,832 60.5%	 95.8%

Non-income generating

Norton Shopping Mall 516,996 2.3% 3.5% 516,996 2.7%	 4.2%

Stoneridge 2,515,848	 11.2% 16.9%

Other assets

	

14,868,192	 66.4%

	

7,513,374	 33.6%

100.0% 12,281,828

7,137,951

63.2%	 100.0%

36.8%

Total 22,381,566	 100.0% 19,419,779 100.0%



	

5.4	 The investment in property is in line with the Fund's long term target of holding 65%
of the assets in property. However both the Stoneridge property and the Norton
shopping mall are as yet non productive of returns.

	

5.5	 Growth in rental income since dollarisation (net of bad debts) is shown in the table
below:

Rental income Year on year growth
2009 133,713
2010 380,153 184%
2011 722,450 90%
2012 883,686 22%
2013 697,294 -21%

	

5.6	 The Fund's holding in cash has been invested in the equity market.

	

5.7	 The split of valuation assets across asset classes (before the deduction of sundry
creditors) is as follows:

31 December
2013

31 December
2012

Commissioner's
maximum

Prescribed assets 1% 1% 40%
Quoted equities 21% 9% 50%
Unquoted debentures 0% 0% 10%
Property 64% 62% 50%
Money market and cash 6% 19% 55%
Other 8% 9% 10%

100% 100%
NOTE: The commissioner's maximum for money market and cash is actually split 45% to
money market and 10% cash

5.8	 In terms of the actuarial standard SAP 201, we are obliged to comment on the
suitability of the Fund's assets in relation to the liabilities. We would like to comment
as follows:

5.8.1 The assets held by the Fund are largely invested in property with smaller but
significant percentages in the money market and equity. The properties have
not been revalued since March 2011 while all other values are as at 31
December 2013.

5.8.2 For property and equity, returns emerge both as income to the Fund and as
increased capital values. As the increase (or decrease) in capital value affects
the returns on the Fund we feel that the Trustees should obtain a revaluation of
the property values for each valuation, even if a full inspection of the properties
is not undertaken,

5.8.3 We consider it prudent to comment on the concentration of the assets of the
Fund in any particular investment. For this purpose, we have taken any asset
which exceeds 10% of the Fund at market value.

5.8.4 Based on the property values shown above both Construction House and the
Stoneridge development exceeded this criterion.
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Deposits	 Bank balance	 Total
and savings	 accounts

$ $ $
Royal Bank Zimbabwe Limited 498,845 498,845
Interfin Bank Zimbabwe Limited 3,791 764,431 768,222

3,791 1,263,276 1,267,067

5.8.5 As the percentage held in property is still very high, the results of this valuation
are heavily dependant on the property values and the Fund is heavily exposed
to changes in value in this sector.

5.8.6 We would like to comment further on the equity exposure. Equity is invested
through Datvest, ABC, Kingdom Asset Management and by in-house
management. Combining the holdings it can be seen of the number of stocks
held has decreased from 50 as at 31 December 2012 to 44 at this valuation.
The number with a market value of less than $1,000 has decreased from 13 to
11 as a result of the consolidation implemented in 2013.

5.8.7 Of serious concern is the fact that the recoverability of the value of the
investments in Royal Bank and Interim Bank is uncertain.	 This not only
represents a possible loss in capital but also an actual loss in investment
income.

The Fund's exposure as at 31 December 2013 to the two financial institutions
is as follows:

5.8.8 Concentration of assets in one investment is quite common in Zimbabwean
pension funds and is not necessarily a cause for immediate concern. However
with the changing economic environment, the risks of the high concentration in
property should be brought to the attention of the Trustees so that they may
confirm or alter the arrangement.

5.9	 The income and expenditure accounts, based on the audited accounts provided,
allowing for the change in market values are summarised in Appendix 3.
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6 VALUATION METHOD

	6.1	 As set out in section 1.2.1, the first objective of this valuation is to examine the financial
state of the Fund as at the valuation date in order to recommend what bonus should be
added to the benefits accrued up to that date.

	

6.2	 Valuation of liabilities

6.2.1 Liabilities exist for the following categories of members:

6.2.1.1 Active contributing members (current contributors);

6.2.1.2 Members who ceased to contribute within the last 3 years but have not
received a benefit (also current contributors);

6.2.1.3 Members who ceased to contribute more than 3 years ago but have not
received a benefit (forfeits);

6.2.1.4 Members who ceased to contribute at any time and requested that their
monies be held in the Fund pending their attaining retirement age
(deferred pensioners);

6.2.1.5 Members who ceased to contribute and received a benefit based on the
member's contributions but left the employer contributions in the
Fund (also deferred pensioners);

6.2.1.6 Members who retired and are in receipt of a pension (retiral
pensioners);

6.2.1.7 Dependants of members who died and are in receipt of a pension
purchased with the lump sum death benefit (fixed term pensioners);

6.2.1.8 Dependants of members who died for whom the benefit has not yet
been finalised (outstanding deaths).

6.2.2 For the members on the current contributors file, we have calculated each
member's accrued pension as at the valuation date based on the contribution
data provided, (including the 40% conversion bonus and the bonus of 15% for
2010 recommended at the previous valuation). This pension is then valued
allowing for the probability of payments being made in each year from age 60
and future investment earnings. A number of assumptions are made in these
calculations and these are discussed in section 7 and summarised in
Appendix 4.

6.2.3 The method used in estimating the liability for forfeits at the previous valuation
was to assume that the benefit for the reinstatement of a forfeited member will
be on average equal to 1 months contribution for the average member in the
current year and that 2% of members currently on the forfeited ledger will be
reinstated in the future. We have investigated the data on the forfeits ledger
and, given the uncertainties in the both the US$ and Z$ data and the problems
of revaluing the Zimbabwe dollar amounts, have decided to retain this method.

6.2.4 Deferred pensioners have been valued separately by converting the
contributions to a pension at the date of exit, converting that pension to US$
where appropriate, and calculating the value as for the current contributors file.
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6.2.5 Where members have retired and are in receipt of a pension or have died and a
fixed term pension is payable, these pensions have been valued by discounting
the payments due in future years to the valuation date after making appropriate
allowances for the probability of these particular payments arising. Pension
increases are allowed for by discounting at a rate of interest lower than that
which is expected to be earned on the Fund.

6.2.6 All pensioners have been valued including those which have been suspended
because proof of existence has not been supplied.

6.2.7 Where a member has died but the spouse is not yet in receipt of a pension, the
outstanding benefits were supplied by the Fund.

6.2.8 Specific reserves have been established as follows:

6.2.8.1 10% of the value of the benefits for members on the current
contributors file in respect of the death in service benefits.

6.2.8.2 4% of all liabilities except for the allowances made for mortality and
forfeits in respect of future expenses.

6.3 The valuation of assets

6.3.1 The method of valuing assets at the previous valuation was to take the assets at
market value (after adding back the accounting provision for death in service
benefits) with a reserve.

6.3.2 This reserve covers several possible future requirements of the Fund as follows:

6.3.2.1 protecting against the downturn of market values;

6.3.2.2 allowing for smoothing of future bonuses;

6.3.2.3 providing additional security for the cost of salary related benefits
over and above those allowed for in the valuation basis;

6.3.2.4 providing for the expenses of the Fund over and above those allowed
for in the valuation basis;

6.3.2.5 protecting against problems relating to data uncertainties.

6.3.3 The target level of reserves, as a percentage of assets, established prior to
dollarisation was 25% of the market value of the assets. In order to maintain
the Fund in a fully funded position, this level has been reduced since
dollarisation.

Reserve as a percentage
of the value of the assets

2009 11.9%
2010 12.3%
201 1 10.3%
2012 4.1%

6.3.4 This method is consistent with that used by most pension funds in Zimbabwe.

6.3.5 We have decided to retain this approach, with the market values calculated
using the methods outlined in section 5, although further erosion of the reserve
is of major concern.
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6.3.6 We believe that this method of valuing the assets is compatible with the method
of valuing the liabilities.

6.4 The discontinuance valuation

6.4.1 With regard to the discontinuance valuation. it is our understanding that on
discontinuance of the Fund (in accordance with clause 26) members in service
would be entitled to their deferred annuities, including bonuses secured up to
the valuation date. Each member's liability should not be less than the benefit
which each member is entitled to on withdrawal.

6.4.2 The liability for death in service benefits will however fall away.

6.4.3 We have therefore calculated each member's benefit with a minimum of the
withdrawal benefit and made no provision for death in service benefits, all
other liabilities being calculated as for the ongoing valuation.
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7 VALUATION BASIS

	

7.1	 Outline

The valuation basis combines all those items of future experience on which it is
necessary to make assumptions in order to calculate the liabilities of the Fund. In
addition we have included the basis on which data assumptions are made. The various
items involved in the valuation basis are discussed in sections 7.2 to 7.12.

	

7.2	 Rate of return

The annual rate of return, based on the market value of the assets after removal of bad
debts from both the expenses and income was 10.6% (compared to 8.9% for 2012).
These returns are highly dependent on the values placed on the property which are as at
March 2011.

It must be appreciated that the choice of the rate of return will affect the amount of
surplus shown in the valuation results.

It is reasonable to desire that the surplus, and therefore the bonus, will emerge from
valuation to valuation in a steady fashion rather than being very high at one time and
very low, or non-existent, at another.

If a lower rate of return is adopted at this valuation the surplus will be smaller than if the
same rate of return as used at the previous valuation is adopted, and the bonus that could
be granted would be correspondingly smaller with future bonuses being greater than
they otherwise would have been. The aim is to ensure members are treated equitably
while maintaining a steady distribution of bonus.

We believe that the 5% p.a. compound assumed in the valuation basis is a realistic long
term rate of return in the current economic environment and we have decided to use this
rate of return for the current valuation.

The rates of return on market value for previous years are given in Appendix 5.

	

7.3	 Uncertainty loading

At the previous valuation the liabilities for the total predollarisation service were
approximately equal to those than for the single year 2010 and significantly less than for
the single years 2011 or 2012. Those for 2009 were also low in comparison to
subsequent years.

Given the problems still inherent in dealing with the large number of members and the
long contribution history including the problems of 4 currency revaluations we decided
to accept the figures as shown and introduced an uncertainty loading based on average
past service dates in order to achieve year on year consistency for pre-dollarisation and
2009 liabilities. These loadings were set at 170% of the pre-dollarisation liabilities and
20% of the 2009 liabilities.

There has been a further decrease	 in the contributions for these two years.
Investigations also show a shift of data within records for individuals from one year to
another. Average service prior to dollarisation is approximately the same as at 31
December 2012. We have therefore retained the uncertainty loadings as follows,

Pre-dollarization	 170% of contributions
2009	 20% of contributions
2010-2013	 0% of contributions
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7.4 Mortality in service

The cost to the Fund of deaths paying benefits as a multiple of salary benefits is
dependent on five major factors:

levels of salary being paid to members
the level of cover (which in turn is dependent on the period for which
contributions have been paid)
the number of members covered
the underlying mortality rate of the membership

(e) the number of death claims accepted for benefits as a multiple of salary which
in turn is dependant on the degree of control in accepting death claims for
payment.

No specific mortality table is used for mortality in service; instead various allowances
are made as follows:

2.0% of contributions
plus 10% of the value of the pension benefits in respect of current members

(including deferreds).

We feel that this is an appropriate method of allowing for the self insurance of these
benefits and have decided to retain these allowances at their current levels in this
valuation.

7.5 Mortality of pensioners who retired

A mortality assumption is made in respect of members retiring. During the
intervaluation period no pensioner deaths were reported, compared with an expected
number of 7.3.

We have retained the mortality table used at the previous valuation, that is the a(55)
Ultimate Table for males, and this table is also applied to female lives.

7.6 Mortality of pensioners in receipt of a fixed term pension

When the death of a pensioner, who is the beneficiary of a member who died in service
and who is in receipt of a fixed term pension occurs, the balance of the lump sum death
benefit is payable. Thus no allowance is made for mortality when calculating the
pension nor when valuing the pension payable and no surplus or strain arises on the
death of these pensioners.

7.7 Expenses

The benefit tables make an allowance of 5% of the contributions for expenses. A further
allowance of 4% of the value of the pension benefits, including pensions in payment,
has been made at previous valuations. There is also another margin regarding expenses
in that the benefit tables are calculated based on interest at 4.5% whereas the benefits
have been valued at 5% p.a. compound.

The significant costs to the Fund are staff costs and agency fees.

Expenses as a percentage of contributions have increased from 46.5% in 2012 to 63.8%
in 2013. This is the combined effect of an increase in expenses of 26% and a decrease
in the level of contributions of 8%.

A detailed expense analysis is provided in Appendix 6. This shows significant one off
expenses in both 2012 and 2013.
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The regular expenses as a percentage of contributions have increased from 44% in 2012
to 50% in 2013.

This level is still extremely high in relation to the allowance made in the calculation of
benefits and is discussed further in section 9. Actual expenses, expressed as a
percentage of contributions, since 1 January 1984 are shown in Appendix 5.

7.8 Age assumption

Where the member's date of birth is not supplied or is out of range an assumption is
required relating to the members age at the valuation. In previous valuations, where the
date of birth was not supplied or was outside a reasonable range, we assumed that the
member was age 30 at the date of joining the Fund. For the few cases where the date of
joining the Fund was not supplied or outside reasonable limits we assumed that the
member was age 40 at the valuation date.

The spread of the actual ages for which valid dates are available for 2012 and 2013 are
shown in the following graphs.

As can be seen from the graphs above, there is no indication that these assumptions
should be reviewed and we have retained them for this valuation.
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A further assumption is required relating to the contributions made in Zimbabwe dollars
and converted as at 31 December 2008. For this we have assumed that all contributions
were made half way through pre-dollarisation service.

7.9 Forfeited members

Records for forfeited members date back as far as 1969. The method used in valuing
the liability in respect of future reinstatements should be capable of dealing with
problems arising from this long time frame and the record keeping difficulties
experienced under hyperinflation and the mix of records in Zimbabwe Dollars and US
dollars.

Prior to hyperinflation the liability for the reinstatement of forfeits was taken as 50% of
the sum of the forfeited contributions. Following dollarisation the problems of currency
revaluations led us to estimating the liability for the reinstatement of a forfeited
member will be on average equal to 1 months contribution for the average member in
the current year and that 2% of members currently on the forfeited ledger will be
reinstated in the future.

As mentioned in section 4.7, we have some reservations as to the records recorded for
forfeited contributions in US dollars. We have therefore retained the assumption that the
benefit for the reinstatement of a forfeited member will be on average equal to 1 months
contribution for the average member in the current year and that 2% of members
currently on the forfeited ledger will be reinstated in the future.

7.10 Discretionary increases in benefits

We have made no allowance for discretionary increases in benefits apart from the
implicit allowance for future bonuses and pension increases which arises from using a
low valuation rate of interest.

7.11 Taxation

No allowance has been made for possible future taxation of pension fund income.

7.12 Critical assumptions

The value of the assets and liabilities and hence of the recommended bonus are
particularly sensitive to changes in some of the assumptions made and in particular the
following:

	

7.12.1	 the value placed on the assets;

	

7.12.2	 the value placed on pre dollarisation and 2009 liabilities including the value of
contributions and the loadings used;

	

7.12.3	 the method of estimating the member's age where data is not provided;

	

7.12.4	 the method of valuing the pre-dollarisation liabilities based on an average age;

	

7.12.5	 the method of valuing the liability for reinstatement of forfeited contributions;

	

7.12.6	 the reserves and allowances for expenses and mortality;

	

7.12.7	 the net rate used in valuing pensioner liabilities.
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8 VALUATION RESULTS

8.1 Ongoing liabilities

The results from the calculation of the ongoing liabilities are shown in the table below.
The figures for 31 December 2012, before and after the award of a lump sum to
pensioners equal to 12 months salary, are included for comparison.

TABLE OF LIABILITIES
31 December

2013
$

31 December
2012

$

31 December
2012

$
Current pensions in payment
Retirals 249,747 209,812 209,812
Death in service 575,860 525,821 525,821
Back payments to suspended 36,686 144,293 144,293

862,293 879,926 879,926
Other pension benefits
Lump sum : November 2011 125,293 125,293
Lump sum : 31 December 2012 118,098 118,098 -
Outstanding death benefits 232,041 225,754 225,754

350,139 469,145 351,047
Current contributors
Prior to 2009 4,079,839 4,558,949 4,558,949
2009 927,451 1,121,250 1,121,250
2010 1,690,727 1,708,781 1,708,781
2011 2,339,816 2,315,999 2,315,999
2012 3,601,481 2,972,175 2,972,175
2013 2,444,115 - -
Unallocated current contributions 211,403 322,019 322,019

15,294,832 12,999,173 12,999,173

Deferred pensioners 464,656 2,035,890 2,035,890

Allowances
Allowance for expenses 678,877 650,641 650,641
Allowance for mortality 1,575,949 1,503,506 1,503,506
Allowance for forfeits 104,099 94,075 94,075

2,358,925 2,248,222 2,248,222

Total value of Liabilities 19,330,845 18,632,356 18,514,258

8.2 Changes in the liabilities

Significant changes in liabilities unmatched by contributions in or benefit payments are
seen in the back payments to suspended pensioners, the liabilities for current
contributors in respect of 2009 and pre dollarisation benefits and in the liability for
deferred pensioners. These changes are discussed further in section 8.5.
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8.3 Ongoing valuation

The results of the current valuation are shown using the same assumptions with respect
to reserves as used in the valuation as at 31 December 2012 after the payment of a lump
sum to pensioners equal to 12 months salary and the reduction of the reserve to achieve
100% funding. The results as at 31 December 2012 are included for comparison.

VALUATION
31 December

2013

$

31 December	 31 December
2012	 2012

S	 $

Current pensions in payment 862,293 879,926879,926
Other pension benefits 350,139 469,145	 351,047
Current contributors 15,083,429 12,999,173 12,677,154
Deferred pensioners 464,656 2,035,890

2,248,222
2,035,890

Al lowances 2,570,328 2,570,241
Value of Liabilities 19,330,845	 18,632,356	 18,514,258

Market Value of assets 22,381,566 19,419,779	 19,419,779
Reserve percentage 4.1% 4' 1%	 1	 10.3%
Reserve 907,516 787,423	 2,009,766

Value of Assets 21,474,05(1 18,632,356	 17,410,013

Surplus 2,143,205 l	 0 I	 -1,104,245

Funding level 111%	 100% 94%

8.4 Discontinuance valuation

Should the Fund be discontinued at the valuation date we have assumed that the lump
sum benefit on death will fall away and that all members would be entitled to a
minimum benefit equal to twice the member's contributions plus interest at the rate of
4% for each year of service as laid out in Appendix 1 to this report. The net effect of
these changes would be a reduction in the liabilities of $1,227,910.

8.5 Analysis of surplus

Before investigating the changes possible in reserve, bonus and pensions increase as at
31 December 2013 it is useful to identify the sources of profit and strain leading to the
figures above. An approximate analysis of the surplus arising at this valuation indicates
that the contributions to the current surplus are as shown in the table below:
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2013
$ '000

2012
$ '000

SOURCES OF PROFIT

1 Net Surplus brought forward 0 0

2 Sundry Income not contributions 3 82

3 Forfeitures 78 8

4 Withdrawal profit 105 74

5 Margin in benefit tables 305 364

6 Change in data : current contributors 590 547

7 Investment profit 1,102 801

8 Change data : deferred contributors 1,673

SOURCES OF STRAIN

9 Pensioner mortality -3 -3

10 Bonus on contributions received late -4 -18

11 Increase in asset reserves -81 -294

12 Mortality in service -191 -453

13 Expenses -2,522 -2,690

14 Residual 1,088 478

Total 2,143 -1,104

	

8.5.1	 Surplus brought forward

The surplus or shortfall from the last valuation, after the reserves are adjusted
and the bonus and pension increases declared, is the initial contribution to the
surplus. As the reserve was reduced to achieve 100% funding level this
surplus, and the interest thereon, are zero.

	

8.5.2	 Sundry Income not contributions

Although no monies were transferred from the Construction Industry Trust
Fund, sundry income was received and this is therefore a small positive
contribution to the surplus.

	

8.5.3	 Forfeitures

The release of the reserves, offset by the reserve created to cover future
reinstatement, when member's balances are forfeited is a positive contribution
to the surplus.

	

8.5.4	 Withdrawals

The excess of the reserve held over the benefits paid or reserved in respect of
withdrawing members is a positive contribution to the surplus.
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8.5.5	 Margin in benefit tables

The effect of the interest rate margin of 0.5% in the benefit tables is also a
positive contribution to surplus. This can be thought of as an indirect allowance
towards expenses or death benefits.

	

8.5.6	 Change in data : current contributors

We reran the valuation using 2012 dates of birth, date joined fund and
contributions shown in the 2012 data for members matched on data to
estimated the effect of the changes in liability resulting from changes in data.

	

8.5.7	 Interest  profit

Investment returns on the assets both due to increasing values as well as direct
investment income slightly exceeded the 5% assumed in the valuation basis for
current contributors, deferred pensioners and pensioners and is thus a source of
profit to the Fund.

	

8.5.8	 Change data : deferred contributors

The significant reduction in preserved contributions and hence deferred pension
and the liability for deferred pensioners is largely a result of one particular one
member who ceased to be on the file, namely Clifford Kusangayaya who was
recorded in 2012 with contributions equal to $1,454,461.

	

8.5.9	 Pensioner mortality

Although the number of pensioners is too small to provide a base for statistical
comment, the use of annuity rates assumes a small percentage of pensioners
die. If the actual reduction in the liability is less than expected, the result is a
negative contribution to the surplus.

	

8.5.10	 Bonus on contributions received late

As the actual contributions received late was provided by the Fund we are able
to calculate the effect of crediting these with the bonuses already declared.

	

8.5.1 1	 Increase in asset reserves

The increase in the reserves due to the increase in the market value of the assets
reduces the surplus.

	

8.5.12	 Mortality in service

The increase in the reserve for mortality as a result of the increase in the
liability for current contributors contributed to the reduction in the surplus. This
contribution was increased by the excess of the benefits paid or reserved in
respect of members dying in service over the allowance of 2% of contributions.

	

8.5.13	 Expenses

Expenses through the valuation period continued to remain high in relation to
the contributions paid and hence exceed the margin allowed for expenses in the
benefit tables. They are also high in relation to the investment earnings of the
Fund. In addition there was an increase in the reserve for expenses as a result
of the increase in the total liabilities. The net effect was a very significant
reduction in surplus.
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8.5.14 Residual

The residual item which should simply arise from approximations as well as
factors too small to be specifically itemised above and rounding errors is higher
than I would like but I am unable to analyse the result further in a cost effective
manner.
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9 COMMENTS

9.1 Critical issues in discussing the current and future position of the Fund

The four critical facts impacting on the past experience and expected future experience
of the Fund are the same as for the 2012 valuation, namely that:

	

9.1.1	 there still exists uncertainty regarding all the pre-dollarisation and 2009 data
and hence the value of the liabilities;

	

9.1.2	 the Fund is heavily invested in properties;

	

9.1.3	 the recoverability of the investments in Royal Bank and 1nterfin Bank is still
uncertain;

	

9.1.4	 the unsustainably high level of expenses of the Fund in relation to the
contributions received.

9.2 Factors to consider when adjusting reserves

	9.2.1	 As set out in section 6.3.2, reserves are held to cover possible future
requirements of the Fund as follows:

9.2.1.1 protecting against the downturn of market values;

9.2.1.2 allowing for smoothing of future bonuses;

9.2.1.3 providing additional security for the cost of salary related benefits;

9.2.1.4 providing for the expenses of the Fund over and above those allowed
for in the valuation basis;

9.2.1.5 protecting against problems relating to data uncertainties.

	

9.2.2	 A reserve of 25% was set at 31 December 2008. Following dollarisation this
reserve has been reduced in order to maintain the Fund in a fully funded
position.

	

9.2.3	 Direct investment income for 2013 was lower than for 2012 (including rental
incomes) and the increase in the investment income was on the back of the fair
value adjustment. During the first part of 2014 there were significant falls in
equity values and the stock market has not yet fully recovered from these
losses.

	

9.2.4	 The desirability of releasing surpluses in a steady manner and possibly
retaining a margin for the smoothing of future bonuses.

9.3 Factors to consider when declaring a bonus

	9.3.1	 Bonuses arise from interest returns over and above the 5% assumed in the basis
and include other sources of surplus.

	

9.3.2	 While the actual return on the Fund has been calculated to be 10.6% p.a., the
surplus arises as the net effect of this and releases due to changes in the
underlying data unmatched by benefit payments and the large residual item
offset by the high level of expenses.
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9.3.3 Although the contributions are defined in the rules, once they are received the
pension payable is also defined in terms of the rules. In addition there are
benefits which are partly salary related, namely the death in service benefit.
The Fund is then, as far as these benefits is concerned, a Defined Benefit (DB)
plan, but unlike most DB plans there is no obligation on the employers to
contribute more money if the Fund's financial position becomes weak as a
result of strains. All the liabilities must be met from current assets, investment
income and reserves.

9.3.4 Whether or not the uncertainty loadings are sufficient to truly reflect the
liabilities  of the Fund;

9.3.5 Although theoretically it may be possible to declare negative bonuses in order
to restore the Fund's position, this would be very difficult to implement.

9.3.6 A further consideration when declaring a bonus is that all members should be
treated in an equitable manner. This includes those with pre-dollarisation
liabilities, unpaid benefits and current pensioners.

9.4 Interest rate

The interest to be used in calculating the benefits of members on withdrawal should be
linked to the returns earned on the Fund. As can be seen in Appendix 3 the expenses of
the administration of the Fund exceed the investment returns. We therefore recommend
that a 0% interest rate is declared and that the surplus arising from other aspects of the
Fund is used to increase reserves and declare a bonus and pension increase.

9.5 Reserve, pension increase and bonus options resulting from the current position

9.5.1 Assuming that there was no pension increase and no bonus was declared, the
Fund would be 100% funded with reserves of $3,050,721 or 13.6% of the
market value of the assets. Against this figure should be set the value of the
Royal Bank and Interfin exposure of $1,267,067. This represents 5.7% of the
assets.

9.5.2 We consider the increase in the reserve above the level of 5.7% of the assets to
be of critical importance. Further reserves are required to cover the underlying
uncertainties in the membership and contribution data.

9.5.3 Considering all the facts included in this report we recommend that reserves as
at 31 December 2013 are set at 12.5% of the market value of the assets of the
Fund allowing for a maximum amount of $253,025 to be allocated to members.

9.5.4 We have quantified the effect of various reserve scenarios and hence the
pension increase and bonus to active members which will result in a funding
level of 100%. These are shown in the table below:

Reserve
percentage

Reserves Bonus and pension
increase percentage

Cost of pension
increase

5.7% $1,267,067 9.4% $77,607
8.2% $1,835,288 6.4% $52,839

10.0% $2,238,157 4.2% $34,675
12.5% $2,797,696 1.3% $10,733

9.5.5 All the above scenarios apply the same bonus to current contributors as the
increase to pensions.
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9.5.6 As actuaries to the Fund we would recommend an increase in the reserve to
20% of the market value of the assets allowing for both falls in asset values and
increases to liabilities due to the problems in establishing the underlying data.

9.6 Interim bonuses and interest rates

9.6.1 Consideration needs to be given to an interim bonus and the period for which it
will apply.

9.6.2 Factors affecting the decision are:

9.6.2.1 The liabilities of the Fund include the refund of employer
contributions on withdrawal, with interest on contributions equal to
the rate earned by the Fund;

9.6.2.2 The drop in equity values since 1 January 2014 and the decrease in
rental income from 2012 to 2013;

9.6.2.3 The future of the assets in Royal Bank and Interfin;

9.6.2.4 The unsustainably high level of expenses;

9.6.2.5 The problems inherent in declaring a negative interim rate.

9.6.3 A conservative assumption is required and we recommend that an interim
interest rate of 0% p.a. is used to calculate withdrawal benefits and an interim
bonus of 0% p.a. is used when calculating pension benefits.

9.7 The future of the Fund

9.7.1 This matter is of concern.

9.7.2 Of relevance is the fact that the Commissioner of Insurance and Pension Funds
set out a minimum funding level of 75% in order to safeguard the interests of
pension fund members and their beneficiaries.

9.7.3 Assuming reserves were set at 25% of assets, the Fund would be 87% funded.

9.7.4 Expenses are still absorbing all the provisions made in the contribution rate, the
total investment income and also reducing the reserves of the Fund. Unless the
expenses of the Fund can be reduced the Fund is unsustainable without further
inputs from the Employers.

9.7.5 Data for new records is still in very poor condition. For example of the 9,148
records added since 31 December 2012 7,770 have a date of birth equal to
1 January 9999 while 8,802 have a date of joining prior to 1 January 2009
(which could be due to reinstatement of forfeits) but of these 8,440 have no pre
dollarisation contributions.
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10 RECOMMENDATIONS

10.1 The following recommendations are based on the information provided by the Fund and
the assumptions outlined in this report.

10.2 In making these recommendations we have assumed that the assets at Royal Bank and
lnterfin are fully recoverable.

10.3 We make the following recommendations:

10.3.1 that the level of reserves is set at 10% of the market value of the assets;

10.3.2 that a bonus of 4.2% be awarded as at 31 December 2013 to benefits accrued at
that date;

10.3.3 that the interest rate for the year ending 31 December 2013 should be 0%;

10.3.4 that a pension increase of 4.2% of pension as at 31 December 2013 be awarded
to pensioners;

10.3.5 that the interim bonus with effect from 31 December 2013 should be 0%;

10.3.6 that the interim interest rate with effect from 31 December 2013 should be 0%.

If the above recommendations are implemented, based on the method and assumptions
outlined in this report, the Fund will remain 100% funded.

10.4 In addition we recommend that:

10.4.1 once the draft rules are approved they are issued as a statutory instrument;

10.4.2 as the problem of the high level of expenses has been part of the report since
2009 and is essential for the ongoing viability of the Fund, action on this
matter is given high priority;

10.4.3 properties are revalued as at 31 December 2014 to ensure that the values used
are still relevant;

10.4.4 property values are updated annually, even if a full inspection of the properties
is not undertaken;

10.4.5 every monthly contribution for each member collected by the NECCIZ is
accompanied by full membership details from the contributor's National
Identity Card;

10.4.6 further work is undertaken to ensure dates of joining the Fund correctly reflect
the actual date of first contribution to the Fund, and that where a benefit has
been paid this date is amended to reflect the date contributions commenced
after the receipt of the benefit;

10.4.7 rule 15 is implemented in respect of outstanding death benefits and that these
members are transferred to the forfeits register;

10.4.8 the forfeits record is checked against the current membership data to identify
members also recorded as current contributors;

10.4.9 the forfeits record in US dollars is checked for accuracy;

10.4.10 action is taken to ensure that contributions are collected from employers
promptly and received by the Fund before the 14th of the month following that
in which they were deducted from employee salaries, as required by
legislation:
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10.4.11 the next valuation of the Fund is as at 31 December 2014 and, in order to
ensure consistency, the cut off date for data should be the same as for the
audited accounts.

I certify that if the bonuses and increases referred to in this section are declared, then on the
method and basis adopted, the Fund will, in our opinion, remain in a sound financial state at
the valuation date.

I would be happy to present this report to the Trustees, to provide professional input and
advice with respect to the report and to discuss any implications with them if required.

Yours faithfully,

For and on behalf of
Pentact (Private) Limited,

M A HYDE
FELLOW OF THE INSTITUTE OF ACTUARIES AND
FELLOW OF THE ACTUARIAL SOCIETY OF SOUTH AFRICA

For the purposes of professional regulation my professional regulator is the Actuarial Society
of South Africa.
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THE CONSTRUCTION INDUSTRY PENSION FUND

PENSION INCREASE

31 DECEMBER 2013 

Following the results of the valuation of the Fund as at 31 December 2013, the Trustees
of the Construction Industry Pension Fund are proposing an increase to pensions in
payment of 4.2% with effect from 1 January 2014.

The purpose of the increase is to offset, at least to some extent, the effect of inflation on
the purchasing power of pensions;

We have calculated the cost of this increase to be $34,675.

This increase will not apply to pensions commencing after 31 December 2013.

I hereby certify that the cost of this increase may be met from surplus within the Fund and
will not jeopardise the financial soundness of the Fund as at 31 December 2013.

MA HYDE

FELLOW OF THE INSTITUTE OF ACTUARIES

Friday, 03 October 2014

	  °
PENTACT



APPENDIX 1
SUMMARY OF BENEFITS

This is a summary of the rules dated 7 th May 2014 and submitted to the Commissioner of
Insurance and Pension and Provident Funds for approval.

1. Definitions

Joint Accumulated Contributions:

Member's accumulated contributions:

Normal retirement date:

2. Contributions

the total of the contributions made by the
Employer and the member together with interest.

the deductions made from the member's wages
together with interest.

The first day of the month next following
attainment of age 60.

Members and Employers each contribute to the Fund at the rate of 5% of the member's
wage.

Normal Retirement

On normal retirement the pension payable is equal to the amount of pension purchased by
the total of the contributions made by the Employer and the member, according to factors
set out in the Annexures to the Agreement, and increased by bonuses declared from time
to time.

Early Retirement

Early retirement is permitted after age 55, with the consent of the Employer, if the
member has completed 15 years service. The amount of pension payable is the amount
calculated as for normal retirement reduced by a factor depending on the age at retirement.

Ill-health Early Retirement

Retirement on grounds of ill-health is permitted after age 50, with the consent of the
Employer, if the member has completed 15 years service. The amount of the pension is
calculated as for early retirement.

Should the member be under age 50 or not have completed 15 years service, the member's
joint accumulated contributions are, with the consent of the Trustees, payable.

The Trustees may decide if the amount should be paid as a lump sum or in the form of a
pension.

Late Retirement

Late retirement is permitted with the agreement of the Employer, up to age 65 and
contributions continue. The pension payable is equal to the pension purchased at normal
retirement age, increased by appropriate factors as set out in the Agreement, PLUS the
pension purchased by contributions made in respect of the member after normal retirement
age increased by special factors which apply to these contributions.

7. Commutation
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With the Trustees' consent, a member may commute up to 1/3rd of his pension for a lump
sum. If the pension is less than an amount specified by the Commissioner of Insurance
and Pension Funds from time to time, the whole of the pension may be commuted for a
lump sum provided that the pension after commutation should not be less than that
amount.

8. Death in Service

On the death of a member whilst in service the following is payable:

A contributing member with 60 months or more of contributions without receipt of a
benefit:

Twice the member's annual pensionable emoluments.
A contributing member with less than 60 months of contributions without receipt of a
benefit:

Once times the member's annual pensionable emoluments.
c. All other members:

The joint accumulated contributions.

This benefit may be paid as a lump sum or used to purchase a pension payable for a
defined number of years or a combination of the two methods of payment.

A member is deemed to be a contributing member for the purposes of calculation of death
benefits if the period between the last contribution and the date of death is at most 36
days.

9. Death in Retirement

On the death of a member in retirement the balance, if any, of 60 monthly payments of
pension will be paid.

If the member had elected a joint and survivorship option the pension payable to the
nominated dependant will commence immediately or, if 60 monthly payments of the
member's pension have not been made, at the end of the 60 month period.

10. Leaving Service

On leaving service a basic benefit equal to the member's accumulated contributions is
payable. If the member has completed 5 or more years of service an additional amount
equal to a percentage of the member's own contributions with interest is also payable, up
to a maximum of 100%, after fifteen years service.

The member may elect to receive a deferred pension payable from normal retirement date
based on the total amount payable or a refund of the basic benefit in cash and a deferred
pension based on the additional amount payable. Any deferred pension is retained within
the Fund or transferred to another registered fund.
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APPENDIX 2

MEMBERSHIP RECONCILIATION

The membership data provided for the valuation has been reconciled with that provided for
the previous valuation as follows.

CONTRIBUTORS FILE

Following the removal of duplicate records, we matched contributing members to those in
the 2012 valuation based on identity numbers.

It is noted that of the 844 new forfeits with US$ benefits, 822 are still on the current
contributors file. No attempt has been made to check the actual membership movements.

The reconciliation of current contributors data is shown below:

In force at 31 December 2012
Number

44,717
PLUS 0
New records 9,148
LESS 0
No longer on file -5.624

In force at 31 December 2013 48,241

The number of records is not consistent with that shown in the reconciliation shown in the
audited accounts or that provided by the administrators.

For the mortality rate we have taken the number of members as shown above and the
number of deaths as 113 being the total of the numbers shown in the reconciliation
provided by the members for new fixed term pensions, lump sums paid and benefits
reserved.

RETIRAL PENSIONERS

PENSIONER SUMMARY — RETIRALS	 Number

In force 31 December 2012
	

79

PLUS Retirals with pensions
	

+38

LESS Deaths

In force 31 December 2013	 117

Of those pensions in force at 31 December 2013, 3 are for pensioners whose pension
payments have not been paid for more than 12 months.
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FIXED TERM PENSIONS

PENSIONER SUMMARY — FIXED TERM Number

In force 31 December 2012 126

PLUS	 New fixed term pension +27

LESS	 Pensions exceeding fixed term -14

In force 31 December 2013 139

Of those pensions in force at 31 December 2012, 4 are for pensioners whose pension
payments have not been paid for more than 12 months.

DEFERRED PENSIONERS

2008 and
earlier

2009 and
later

total

In force 31 December 2012 7,686 52 7,738

PLUS	 New deferred records +63 +63

LESS	 No longer on file -597 -597

In force 31 December 2013 7,089 115 7,204

OUTSTANDING DEATH BENEFITS

Number

Reserved as at 31 December 2012
	

1,236
PLUS	 New cases
	 +107

LESS	 Cases Finalised	 -102

Reserved 31 December 2013
	

1,241

Not included in the above reconciliation
	 2013
	

2012

Members with zero benefits
	

18
	

18

Duplicate records
	 4	 4

FORFEITS REGISTER (US$ ONLY) 

Number of records
	 Number    

As at 31 December 2012
	

30,623
PLUS	 New cases	 +824

LESS	 Cases Finalised    

As at 31 December 2013
	

31,447         

Included in the above reconciliation
	 2013	 2012  

Duplicate members not necessarily duplicate records
	 25
	

25 
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APPENDIX 3
INCOME AND EXPENDITURE ACCOUNT

2013
$

2012
$

Market value at start of year 19,419,779 15,788,773
Less death in service reserves -225,663 -153,563

19,194,116 15,635,210

PLUS
Members' contributions 2,095,162 2,283,691
Employers' contributions 2,095,162 2,283,691
Transfers - -
Over-recovery of operating costs - 81,532
Sundry income 2,725 587

4,193,049 4,649,501

LESS
Pension payments 159,603 93,266
Lump sum payments on retirement 125,845 55,810
Ill health benefits paid - -
Awards on death 23,997 89,143
Lump sum payments on resignation 340,677 147,907
Transfers to other funds - -
Expenses 2,675,119 2,123,627

3,325,241 2,509,753

PLUS
Income from investments

Interest 399,543 450,048
Dividends 54,362 12,094
Rents - net of operating expenses & bad

debts
697,294 883,686

Search Fees 893 1,105
Net surplus on sale -79,872 -
Fair value adjustment 1,010,594 72,225

2,082,814 1,419,158

Market value at year end lli 22,144,738 19,194,116
Plus death in service reserves 236,828 225,663

Assets for valuation purposes 22,381,566 19,419,779

* The 2012 figures have been amended from the 2012 report by the removal of bad debts from expenses
and income.
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APPENDIX 4
SUMMARY OF ACTUARIAL BASIS

Rate of return	 5% p.a. compound.

Gender
	

As the proportion of the membership of the Fund is still
significantly male, the valuation is done assuming all
members are male. Benefits, when paid, are however
calculated allowing for the actual gender of the member.

Mortality in service	 Allowance of 10% of the value of the pension benefits
excluding pensions in payment.

Allowance for new entrants 	 None

Uncertainty loading
	

Pre-dollarization	 170% of contributions
2009	 20% of contributions
2010-2012	 0% of contributions

Mortality in retirement	 a(55) Ultimate Tables for male annuitants

Expenses Allowance	 4% of the value of pension benefits including pensions
in payment.

Reinstatement of forfeitures	 2% of the average monthly contribution in the current
year per forfeited benefit.

Valuation of property	 Market value.

Valuation of equities 	 Market value.
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BONUS DECLARED AS AT 31 DECEMBER
(Note prior to 1987 bonuses were declared on a triennial basis)

Year Bonus Year Bonus Year Bonus

1971 10% 1993 10% 2005 450%

1974 22.5% 1994 12% 2006 4,300%

1977 47.5% 1995 14% 2007 74,500%

1980 57.5% 1996 15% 1112008 12,745.2 quintillion %

1983 35% 1997 11% 1212008 164 billion %

1986 35% 1998 14% 1312008 40%

1987 10% 1999 15% 2009 0%

1988 10% 2000 20% 2010 15%

1989 10% 2001 58% 2011 0%

1990 10% 2002 51% 2012 0%

1991 10% 2003 300%
1992 10% 2004 54%

Note [1]: This bonus is applied to benefits and contributions prior to 31 December 2007;
Note [2]: This bonus is applied to benefits and contributions during 2008;
Note [3]: All benefits were credited with a 40% conversion bonus.

INTERIM BONUS DECLARED FOR THE YEAR ENDED 31 DECEMBER
APPLIED TO RETIREMENTS IN THE FOLLOWING YEAR

Year Bonus Year Bonus Year Bonus

1998 10% 2004 60% 2010 0%

1999 13% 2005 40% 2011 0%

2000 13% 2006 295% 2012 0%

2001 15% 2007 1,500% 2013 0%

2002 30% 2008 30,000%
2003 50% 2009 1%

APPENDIX 5
TABLES OF HISTORICAL DATA

Note: In order to avoid ambiguity, we confirm that we are using the term million to mean 106,
i.e. 1,000,000, billion to mean 109, trillion to mean 10 12, quadrillion to mean 10 15 and

quintillion 1018.

TABLE 1

TABLE 2
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COMPOUND PENSION INCREASES AWARDED
BASED ON INVESTMENT RETURNS FOR THE YEAR

Date Increase Year Increase Year Increase
1971 10% 1992 10% 2003 51%

1974 22.5% 1993 15% 2004 300%

1977 47.5% 1994 15% 2005 1,022%

1980 57.5% 1995 15% 2006 6,500%

1983 35% 1996 15% 2007 209,000%

1986 35% 1997 15% 2008 12,138 quintillion %

1987 10% 1998 15% 2009 80%

1988 10% 1999 15% 2010 10%

1989 10% 2000 15% + lump sum
1990 10% 2001 20% 2011 0%

1991 10% 2002 58% 2012 Lump sum

EXPENSES AS A PERCENTAGE OF CONTRIBUTIONS
Year Rate Year Rate Year Rate
1985 13.0% 1995 11.0% 2005 67.5%

1986 13.4% 1996 14.4% 2006 91.4%

1987 11.9% 1997 12.8% 2007 119.2%

1988 10.0% 1998 12.4% 2008 1,499,136,088%
1989 9.1% 1999 17.3% 2009 *56.0%
1990 8.4% 2000 18.9% 2010 *57.3%
1991 6.7% 2001 24.3% 2011 *54.9%
1992 5.7% 2002 29.2% 2012 *46.5%
1993 8.5% 2003 46.2% 2013 449.6%
1994 10.4% 2004 46.3%

TABLE 3

TABLE 4

RATE OF RETURN BASED ON MARKET VALUE
Year Rate Year Rate Year Rate
2001 123% 2006 6,301% 2011 *6.8%
2002 104% 2007 132,858% 2012 *8.9%

2003 385% 2008 30,770 quintillion % 2013 10.6%

2004 57% 2009 *-11.0%
2005 923% 2010 *-21.5%

* These figures differ from those in the 2012 report in that bad debts have been removed from
expenses and income.

TABLE 5

* These figures differ from those in the 2012 report in that bad debts have been removed from
expenses and income.

# Administration Expenses for 2013 are shown net of the effect of a one off redundancy
payment of $588,692. If the rate is adjusted to allow for this it becomes 63.8%.
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SURPLUS AS A PERCENTAGE OF LIABILITIES AFTER THE DECLARATION
OF THE BONUS (ASSETS AT ACTUARIAL VALUE)

Year Surplus Year Surplus Year Surplus
1987 9.0% 1994 1.7% 2001 7.3%
1988 5.5% 1995 4.2% 2002 1.9%
1989 2.4% 1996 3.6% 2003 3.8%

1990 1.7% 1997 2.1% 2004 20.6%
1991 1.3% 1998 2.5% 2005 7.7%
1992 0.2% 1999 5.2% 2006 5.0%

1993 0.1% 2000 10.9%

SURPLUS AS A PERCENTAGE OF LIABILITIES AND RESERVES AS A
PERCENTAGE OF THE MARKET VALUE OF THE ASSETS AFTER THE

DECLARATION OF THE BONUS
Year
	 Rate	 Year	 Rate	 Year	 Rate 

2007	 Reserves 25%

	

Surplus	 8%

2008	 Reserves 25%

	

Surplus	 3%

2009	 Reserves 11.9%	 2011
Surplus

0.0%
2010	 Reserves 12.3%	 2012

Surplus	 1.0%

Reserves 10.3%
Surplus

0.0%
Reserves 4.1%

Surplus
0.0%

TABLE 6a

TABLE 6b
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The following figures and comments have been extracted from the audited accounts and are
provided to assist the Trustees in planning for the future.

2013 % of
Change

in 2012 % of
Source amount total amount amount total

NORMAL EXPENSES

Staff costs 1,043,473 39.0% 10.5% 943,939 44.4%

Agency fees (NECCIZ) 403,717 15.1% -9.4% 445,834 21.0%

"trustees' fees 90,821 3.4% -40.3% 152,083 7.2%

Legal and consultancy fees 87,550 3.2% 26.3% 69,329 3.3%

Depreciation 77.527 2.9% - 11.0% 87,065 4.1%

Insurance 72,674 2.7% 25.0% 58,133 2.8%

Motor vehicles : fuel 37,031 1.4% 8.3% 34,193 1.6%

Computer maintenance 33,426 1.2% 12.3% 29,769 1.4%

Security 32,152 1.2% 276.5% 8,539 0.4%

Communication expenses 29,665 1.1% -19.2% 36,699 1.7%

Conferences, workshops and training 23,272 0.9% 33.1% 17,491 0.8%

Motor vehicles : repairs 20,901 0.8% 19.0% 17,562 0.8%

Bank charges 18,456 0.7% 23.4% 14,961 0.7%

Levies 18,253 0.7% 12.8% 16,188 0.8%

Subscriptions 14,727 0.6% 29.6% 11,364 0.6%

Repairs and maintenance-property and equipment!' I 13,768 0.5% 36.7% 10,073 0.5%

Computer consumables 13,441 0.5% 83.5% 7,326 0.3%

Actuarial fees 12,535 0.5% 38.7% 9,035 0.4%

Promotions and marketing 10,594 0.4% 172.3% 3,891 0.2%

Audit fees (statutory) 10,000 0.4% -2.9% 10,295 0.5%

Printing and stationery 5,995 0.2% -48.0% 11,525 0.5%

Travel 5,495 0.2% -34.9% 8,435 0.4%

Member awareness 5,121 0.2% -45.9% 9,466 0.4%

Meeting expenses 3,009 0.1% -8.2% 3,278 0.2%

Other I see' abeNel 584 0.0% -80.4% 2,981 0.1%

2.084.187 77.9% 3.2% 2,019.454 95.1%

ONE OFF COSTS

Audit fees (special) 2,240 0.1% 30,510 1.4%

Staff costs 588,692 22.0% 0

Payment to IPEC re investigation 53,075 2.5%

Legal fees relating to IPEC investigation 20,588 1.0%

590,932 22.1% 104,173 4.9%

2,675.119 100.0% 26.0% 2,123,627 100.0%

Construction Industry 2013 finaIdocx
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