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Let me begin by sharing some remarkable news. As of June
2025, the KZN Municipal Pension Fund had reached a
significant milestone — the total fund value had grown to R28
billion. This accomplishment was a testament not only to
sound financial management but, more importantly, to the
enduring trust and support of you, our valued members. We
extended our heartfelt thanks and congratulations for playing
an essential role in this achievement. This milestone reinforced
that your retirement savings were being managed with care
and expertise. Our commitment remained steadfast: to grow
and protect your wealth.

Fund Performance and Strategy

Our fund’s performance has continued an upward route, supported by recoveries in
both local and global markets throughout the year. This performance is aligned with our
long-term investment strategy, aimed at achieving a 75% income replacement ratio for

75% our members at retirement. However, current projections indicate that only about 50%
of our members are on track to achieve a 50% income replacement ratio. We
acknowledge this gap and through our member seminars we focus on encouraging
more members in reaching the 75% goal.

The Trustees regularly review the investments held in the Fund and make changes to the investments which aim to
provide you with inflation-beating returns from the Fund’s growth investment portfolios.

The returns earned for portfolios that were exposed to growth assets for the year to 30 June 2025 had performed
exceptionally well even with the volatility experienced in the investment markets. We encourage our members to
stay invested in the default portfolios set up by the trustees because although you may experience some short-term
pain, the reality is that you require growth assets (equities) as part of your portfolio that are within the prescribed
limits set by the regulators. These assets provide you with the best chance of achieving a comfortable retirement
benefit.

Research reflects that over time those members who continually switch out to more conservative portfolios during
volatile periods generally make the wrong investment decisions, which have a disastrous impact on their retirement
savings. A table summarizing the different portfolio returns for the year ended 30 June 2025 is provided later in this
report.
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The Power of Compound Interest: Your Money's Best Friend

Have you ever heard the phrase "Let your money work for you"? That's compound interest in action and it's one
of the most powerful tools in building wealth.

Compound interest is interest earned on both your initial investment and the interest that accumulates over
time. Unlike simple interest, which is calculated only on the original amount, compound interest snowballs

growing faster the longer you leave it untouched.

Start early, stay consistent, and let time do the heavy lifting. Even small amounts can grow significantly
with compound interest.

When it comes to financial decisions, be sure to communicate with a registered financial advisor at all
times.

IMPORTANT INFORMATION TO ALWAYS REMEMBER:

Your Fund Credit consists of:

Your own contributions
+

Investment returns on those contributions
+

Your employer’s net contributions towards your retirement benefit
+

Investment returns on your employer’s contributions
+

Any amounts transferred from your previous employer’s fund (if applicable)

Please note: Benefits are paid out after applicable taxes have been deducted.



INFUND ANNUITY UPDATE

The in-fund living annuity membership has been increasing steadily over the last few years as more and more
members see the benefit of such an annuity. Remember the main benefit of the in-fund annuity is the low cost of
investment management fees. This alone can save you 1% to 2% of your Fund Credit a year, compared to retail
products — which you would typically invest in if you leave the Fund and don't join the In-fund Annuity. We
encourage members to use the Retirement Benefit Counselling service regularly in order to know about your
retirement savings, in order to plan better.

As of June 2025 S,
SNy R, |72
\\-s‘.\\%,
No. of Annuitants : 995 \\ |

Value of Assets : R 1, 570 592 970.65

The Inhouse Life Annuity will be launched soon.




Key Updates and
Developments

Alternative Investment

Trustee confidence has grown with this model of investments after the Fund returns grew by 15% from various products in
this model. The Fund has started to enjoy its greatest investment returns for both local and international allocations across a
spectrum of investment products. Furthermore, the Fund celebrated a milestone of having 71% of its assets invested with
transformed managers. The Trustees’ decision to embark on this transformation roadmap has been justified by the positive
performances of the portfolios overall.

Update on Direct Property Investment

Progress has been slower than anticipated due to earmarked projects still in primary phases. Two additional projects
already being investigated are in the North of Durban; a simplex dwelling location and communal dwelling units. The Fund
has been invited to be part of stakeholders of the council’s Human Settlement unit which extends opportunities on possible
investment projects led by council.

Member Engagement

Our annual member and pre-retirement seminars continue, offering important information and engagement opportunities.
These sessions are a basis of our commitment to member education and empowerment. Look out for notices about the
engagement seminars on our social media pages.

Added Product Offering (In-fund Life Annuity or Hybrid Option)

After a thorough investigation into alternative annuity models currently competing with the in-fund living annuity product,
the Fund is nearing finalisation of an in-house life (guaranteed) annuity option, which can also be blended with the already
existing living annuity option in what we call a hybrid solution, a combination of both living annuity and guaranteed annuity
products for retiing members. The Fund is finalizing the administrative processes and plans to launch this inhouse
guaranteed annuity option as soon as possible.

Housing Pension-Backed Loan
The Fund is in advance stages in the discussion with the employer on the introduction of the additional Pension-backed
lending product that will be offered in-house. Members will be updated as soon as this in-house facility is ready for access.

Stay Connected with Us on Social Media

We encourage all members to stay updated with the latest news, events, and developments by following the Fund social
media channels. These platforms are a great way to stay informed, share our work with others, and engage with the wider
community.

«# Follow us on:

Facebook: KZN Municipal Pension Fund
X: KZNMPF

Instagram: KZN Municipal Pension Fund
LinkedIn: KZN Municipal Pension Fund
YouTube: KZNMPF

e o 0o o o o
Your support helps us grow our online presence and reach more people with our mission. SRR °© ¢
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Key Updates and
Developments

Two-Pot System Reminders

The 2-pot retirement system in South Africa, introduced starting 1 September 2024, changes how retirement savings
can be accessed. If you had already made a withdrawal (such as for financial hardship) in the last financial year.
Reminder, here is how it affects your situation after the new system starts.

Under the new 2-pot system, your retirement contributions are split into:

1. Savings Pot (1/3 of contributions):

You can make one withdrawal per year.

Taxed at marginal income tax rate.

Designed for short-term access (emergencies, etc.)

2. Retirement Pot (2/3 of contributions):
Locked until retirement, death, or permanent disability.
Can only be accessed then.

3. Vested Pot (your savings before 1 September 2024):
Remains under old rules.
You can still access it under old terms (e.g., if you resign or retire).

CONCLUSION

As trustees, we dedicate significant time to meetings, training, and conferences to better serve our members.
We continue to use virtual platforms when needed. | thank the board, service providers, and Front Office staff for
their ongoing support in keeping the Fund running smoothly.

Some of the members continue to attend the Fund seminars, for our member education efforts. We encourage
you to continue look out for the dates on our social platforms or via your HR department and attend a session
near you. These events help you better understand your Fund and give a platform to ask questions related to

your retirement savings.

Please read the full report for updates on investments, benefits, rule changes, and financial matters. If you have
questions, contact your trustee or the Fund Front Office.

Rest assured, every decision we make focuses on securing the best possible retirement outcomes for our
members.

Chairperson

1"



As at 30 June 2024, the Fund had invested assets equal to R24 714 779 382.00 compared with R28 525 308 343.00 as at 30 June 2025.

Asset Value Asset Value
KZN Managed Fund R20 741 818 986 R24 653 448 002
KZN Global Balanced R34 958 307 R41 879 588
KZN Moderate Fund R1 594 392 539 R1 415 034 182
KZN Aggressive Fund R856 876 941 R943 187 863
KZN Defensive Fund R667 665 051 R713 751 551
KZN Money Market Fund R769 204 729 R700 581 997
KZN Islamic Fund R49 862 830 R57 425 161
Total
Annual Growth R2,2 Billion R3,8 Billion

s

SUMMARY OF INVESTMENTS

Percent of Total

86%

15%

5%

3%

3%

2%

*0.2%

100%

Returns earned by the Fund’s Investments (to 30 June 2025)

These returns have been taken from the Fund’'s June 2025 monthly fact sheets. The Fund’'s fact sheets are on the Fund’s website

www.kznmpf.org.

30%

20%

KZN Aggressive Fund  KZN Defensive Fund

3 Month 5,93% 3,92%
m 1 Year 16,78% 14,67%
3 Year 14,83% 12,58%
m5 Year 14,17% 11,14%
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KZN Global Balanced

KZN Islamic Fund

Portfolio

9,24% 5,05%
21,39% 11,46%
16,20% 10,46%
15,02% 11,95%

KZN Managed Fund

6,68%
17,97%
15,01%
14,02%

KZN Moderate Fund

5,30%

16,30%
13,77%
12,53%

KZN Money Market

Fund
2,229
9,47%
9,01%
7.,34%



http://www.kznmpf.org/
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FUND MEMBERSHIP SUMMARY

Plus:

New entrants: 2048
Less:

Withdrawals: 309
Deaths: 75
Retirements: 354
Transfers to deferred members: 1
Transfers to other Funds: 0
Adjustments:

Total as at 30 June 2025: 23 828

TOTAL CONTRIBUTIONS TOWARDS RETIREMENT FUNDING FROM 30 JUNE 2024 TO 30 JUNE 2025:

Employee

R 535,359,365

Employer

R 1,051,733,297

R 1,587,092,662

SUMMARY OF BENEFITS PAID 30 JUNE 2024 TO 30 JUNE 2025

Retirements R 601118 011
Paid Annuities R 153 541 022
Withdrawals R 219 586 855
Death R 252782 641
Disability R12 401598
Two-Pot Benefits R 528,445,940.71
Total R1767,876,067.71

TWO-POT SYSTEM CLAIMS PAID AS AT JUNE 2025

2024/25 13,342 R 378,250,838.03
2025/26 9,580 R 150,195,102.68
Total 22,922 R 528,445,940.71

17




Overview of Member Benefits

Resignation or Dismissal Benefits

If a member resigns or is dismissed before reaching retirement age:
« They may withdraw their vested benefit (i.e. the value accrued up to 31 August 2024, plus
investment return), and
« The full balance of their savings pot, in cash provided it is more than R2000.
However, their retirement pot benefit must be preserved in accordance with prevailing regulations.

Disability Benefits

If a member is declared temporarily disabled according to the underwriter’s definition, they will receive
a monthly income benefit equal to 75% of their monthly pensionable salary.

Key provisions include:

« Athree-month waiting period before benefits commence,

« Monthly income paid for up to 21 months, or until the member recovers, retires, or dies whichever
occurs first.

« During the first two years of disability, the member remains a contributing member of the Fund
and retains eligibility for all Fund benefits.

If, after this period, the member is assessed as permanently disabled, a lump-sum disability benefit
becomes payable. This amount:

 Is based on the member’s age, salary, and Fund Credit, and
« Is subject to the outcome of the disability claim assessment.

Upon receipt of the lump-sum disability benefit, the member may either:
« Withdraw their full Fund Credit, or
« Use it to purchase an annuity through the Fund’s in-fund living annuity.

Important Consideration: Adequacy of Cover

While the Fund provides significant cover in the event of death and disability, it may not fully meet each
member’s individual financial needs. Factors such as age, number of dependants, salary level, and
personal savings (both within and outside the Fund) should be taken into account.

Members are encouraged to assess their personal circumstances and, where necessary, make additional
financial arrangements outside the Fund to address any potential shortfall in cover.
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Overview of Member Benefits

The Fund provides a range of benefits to support members during their working life and into
retirement, as well as in the event of death, disability, resignation, or dismissal. Below is a summary of
the key benefits available:

Retirement Benefits
Members may retire at any age from 55, but not later than 63.

Upon retirement, members must use their Fund Credit to purchase a pension (annuity). This can be
done through:

« The in-fund living annuity offered by the Fund,;
- Aregistered external insurer, or
« A combination of both options.

Members may also take up to one-third of their vested benefit and the full amount in their savings pot
as a cash lump sum at retirement. It is strongly recommended that members seek detailed information
on the in-fund annuity offering before retirement, to make informed decisions about their post-
retirement investment strategy.

Death Benefits
If a member passes away while in service and before their normal retirement date, the Fund will pay a
lump-sum death benefit to the member’s beneficiaries. This benefit comprises:
« The full Fund Credit, plus
« Asalary multiple (based on the member’s age at the date of death).
. If the member has completed fewer than three years of service, the lump-sum death benefit is
limited to 1.5 times annual salary.

To assist the trustees in ensuring a fair and timely distribution of the benefit, members are urged to
complete and keep up to date a Dependents and Nominees Form.
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KZN

MUNICIPAL PENSION FUND
Together We Grow Your Wealth

EFFECTIVE CHANGE FROM 1°" SEPTEMBER 2025

We're pleased to share some positive news regarding your employee benefits. As part
of our continued commitment to supporting you and your families, the funeral
benefit payout has increased (see table below) this change was effective as of 1*
September 2025.

This enhancement is aimed at prov financial support during difficult
times, ensuring you and your loved ones have added peace of mind.

For full details on the updated benefit and how to access it, please refer to the
KZNMPF front office or contact your Human Capital directly.

Table for Payable Benefits:

\\ 0313229001 ) @::; www.kznmpf. orgl @ info@kznmpf.org
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REMINDERS

In-Fund Living & Life Annuities — More Choice for Your Retirement
As a member nearing retirement, you currently have access to an in-fund living annuity option.
The Fund is also working to introduce an in-fund life annuity option. This means you’ll have even more
flexibility at retirement — you can choose: a full living annuity, a full life annuity, or a combination

of both.

These annuity options are cost-effective, with lower investment and administration fees, helping your
money go further during retirement.

Before retiring, be sure to consult the Fund’s Retirement Benefit Counsellor to help guide your
decision.

Deferred Retirement — Retire When It’s Right for You

Did you know? Even if you retire from your Employer at normal retirement age, you can defer your
retirement from the Fund to a later date.

This means your savings will remain invested in the Fund until you choose to exit. The default option
on exit from the Fund is to defer your retirement.

Key Points to Note:
« After reaching normal retirement age, you cannot make a withdrawal — no withdrawal benefit is
payable.
 Deferring is also available if you retire early.
» No contributions will be made by you or your Employer during deferral.
 You will not be covered by the Fund’s insured benefits.
 Your retirement savings remain invested, with investment fees and admin charges still applying.
 Your investment will continue to earn positive or negative returns until your chosen deferral date.

Housing Loan Facility — Expanding Provider Options

The Fund currently offers a housing loan facility with Standard Bank, allowing members to access
loans secured by their Fund Credit.

As lthala Bank is no longer authorised to issue new home loans, we're exploring alternative
providers to expand your options.

Permitted uses under the Pension Funds Act:

Buy a home or land
Build a new home

e o o [ J

Renovate your existing home
e o o o
e o o o
Important: These loans cannot be used for any other purpose. Misuse may result in the FSCA | | |
requiring the Fund to withdraw the housing loan facility entirely. o o o o
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Contact Us

031 322 9001

www.kznmpf.org

info@kznmpf.org

© ® @ ©

The Marine Building, 22 Dorothy
Nyembe Street, 16 Floor,
Durban, KZN

KZN

MUNICIPAL PENSION FUND
Together We Grow Your Wealth
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