
28(i;(g) 

~ 

28 (2) (g)(i) 

The categorres or krnds or assets referred to under 
tht> followmg rtems of Table 1 musl be calculated 
al farr value ror reporting purposes and lhe 
aggregate exposure assets 

rn these rtems may not exceed 30% of the 
aggregate fa1r value of the total assets 
(1) 1lem Other debt rnstrumcnts not 
lrsted on an exchange. Cn) 1lem 3 1(b) Preference 
and ordrnary shares tn companies excludrng 
shares m property companres. not hsted on an 
exchange: ( Ill) 1tem 4 1 (b) Immovable properly 

I t 

w n ~ ~a~s r n 
l • secured loans and 

debentures and (rv) 
rtem 8 Hedge iunds. pnvale equrty funds and any 
other asset not referred to m thrs schedule 

SUGGESTED WORDI NG (t) Item 2(e)(n) Other 
debt rnstruments not l1sted on an exchange (11) 

tlem 3(b) Preference and ord1nary shares rn 
companres, exdudrng shares m property 
compames. not hsted on an exchange (111) 11em 
4(b) Immovable property and clarms secured by 
mortgage bonds thereon as weft as property 
shares secured loans and debentures not hsted 
on an exchange, and (1v) 1tem 8 Hedge funds 
priVate equrty funds and any other asset not 
referred to rn lhrs schedule 

Change total assets" to lotal assets of the fund" 

Add ol the fund" after the words "farr value or the 
lola! assets" 1e farr value of the total assets of the 
fund 

may not exceed 40% 

Ctanfy wheiher 30% hm•t apphes to the agqreoate or unlisted debt unhsted equely unlisted 1 
property and alternatrve mvestments II so remove unlisted debt from thrs hm1l grven lhat 11 rs 
mherenlly tess nsKy than the others ana generally setr hqurdatmg 

Lower the overall hm1t 11 only for DC funds , for unlisted 1nstruments hedge funds and prrvate 
eQUity funds as these rnstruments are generally very Ill iQUid Thrs may create a ClOSS subs1dy 
between generations of members entennq and ex1t1ng I he funds as thesE' 1nstruments wrll not 
have VISible market values and pnces could become quite stale 

Impose restrrctrons for funds that have membPr cho1ce 

Requue that funds rnvest•ng a h1gh proport1on m these <.1ssets exptarn how they are deal1ng 
w1lh the problems l1sled here to ensure they are appropnare for the fund 

Cons1der a requ1rement to lake expert advice from an Independent spectahsl io thrs freld as 
well as an mdependent tegal rev1ew of all documentation by a legal elCpert when rnvest1ng m 
me assets lrsled rn thrs clause 

Expand the overall hmil under Clause 2 Cg) to 40% or remove unlisted debl from thrs hst or 
assets 

Retam a hmrt or 30% for rlhqu1d asset$ 10 the Fund but exclude hedqe funds frort• thrl> 
defrntlron 

leave the group1ng as 1s but 1ncrease the hm1t to 40% 

Contemplate true measures and restnc!lons of lrqllldiiY for all assets m lhP oortroho Qrven the 
hab1hty structure 

Clanry whether the 30% lrmrt applres to the aggregate of unlisted debt unlisted eqUIIV 
unlrsted property ana alternative Investments the word1ng IS not cleM 11 thiS rs the 
mtenhon then our Apnl 2010 proposal was for th1s to be 40% A 30% hm11 1:; unnPcessanly 
restnct1ve g1ven the drvers1fred and 1n many respects unrelated nature and rnvestment 
charactenshcs of the Included rnvestments 

The wordrng 1n the paragraph should cross Thrs sect ron makes a reference to sect1on 2 (d) (1l of 1 able 1 thiS reference should not be to 
reference to rtem 2 (c) (ii) Other debt mstrumenls 2 (d) (1) but ra ther to 2 1 (e) (rt) 

Cons1der a h1gher limn ol 35% tn the context of prevailing market practrce 1n portfolio 
management and asset allocatron strategtes L 

not hsted on an exchange 
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2B (2) (g)(iii) 

28(2)(h} 

T Please make lhts definrhon/wordrng accora
prectsely Wtth the wordrng used fl'l Table 1 Item 
4 1 (b) The corrected wording has been tnserted rn 
the trnmedtalely adjacent column 
"ttem 4 1 (b) Immovable property and cla1ms 
secured by mortgage bonds thereon. Jl • 

'l - 1 t 1 

I 

t hsled on an exchange 

e aggregate • 1 exooSllie assets • Wtden deiinthon of exchange otherwtse ltsled shares on unrecogntsed exchanges wtll be 
r '' J the followtng 1tems of Table 1 may not t regarded as unlisted and fonn part of th1s aggregate hm1t rhat w1ll have a crowdmg out effect 

exceed 10% of the aggregate fa•r value of the total I on unlisted eqUtty and pnvate eqUtty 
assets 
(I) nem 3 1 (b) Preference and ord1nary shares In 
compames , excludmg shares m property 
compames. not lls!ed on an exchange 
(ttl 1tem 8 1 (b) Pnvate eqwty funds 

CURRENT WORDING The aggregate sum of 
el!posure of assets under the followmg t1ems of 
Table 1 may not exceed 10% of the aggregate fatr 
value of the total assets 

' (t) 1fem 3 1 (b) Preference and ord1nary shares •n 
comoan•es exclud.ng shares .n property 

I compan•es not hsled on an e xchange 
(tt) ttem 8 1 (b) Pnvate eqUtty funds 
SUGGESTED WORDING Delete 

Change •total assets to •total assets of the fund" 

after the words ·ratr value of the total ;:~ssets add 
·or the fund 

Delete clause 2(h) 

Clanty why a furl her more restnchve 10% ltmi! should apply to the aggregate of unlisted 
eqULty and PE funds Why should PE exposure crowd out a fund s ab1llty to 1nvest tn units ted 
eqUity, mel eqUity listed on unrecogmsed exchanges? 

Increase the unlisted company llmrt to 15% to take advantage around the world of unlisted 
tnvestment opponunUtes tncludlng those 1n South Afnca and Afnca 

Allow a long ttme penod for !=unds to comply w1lh the ltm•t on 1nvestment 1n unlisted cou1ty 
due ro the long term of ihe con tr<~cts a heady entered mto whrch may now be m breach 

Provtde a dtspensatton to Afncan exchanges and pnvaie eQUity to allow 1rtvestment tn these 
opportumt•es . 1n hne w1 th the pohucat commen!s at the t1me of mceptton of thiS allowance two 
years ago Ctlher the def1n11ton should Incorporate Afncan exchanges berter 01 tndeed the 
regulafton should also refer to those el!changes rn the process of reach1ng full member status 
ofWFE 

Exclude future pubhc to pnvate transactions from lhts definttron for a transtlton penod o f 
greater than 2 years to allow the opporiun111es to be rPal•sed wtthout •mmedtate n~gulatorv 
and pnce preJUdtce 
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r 28(2)(1) 

28(2)0) 

--nie aggregate exposure to an 1ssuer or 
enhty by the fund under 1fems 1 1 (Cash tns1de the 
RepubliC) ana 2 1 (cl (Oobl 1nsrruments 1ssuc<1 or 
guaranteed by a South Afucan bank or a tore1gn 
bankl of Table 1 trrespochve of tho hrnlls referred 
to m Column 1 of Table 1 mav not eJCcecd 25% of 
the aggregate 1a1r value ot lhe total assets 

Change total assets 10 total assets of tne fund· 

after lhe words "fau value of lha total assets add 
of the fund 

The aggregate exposure lo fore1gn assets 
referred to rn Column 1 or Table 1 and expressed 

I as a percentage may not exceed the max1mum 
allowable amount lhat a fund may 1nvost 
1n fore1gn assets as delermmed 

bv the SOlllh 
Arncan Reserve Bank 

SUGGESTED WORDING The sum of aggregate 
exposure to rore.gn assets referred tom Column 
1 of Table 1 and expressed as a percentage may 
not exceed the malC1mum allowable amount thai a 
pens1on fund may mvest m fore1gn assets as 
prescnbed by the reg1strar 

S1mpltfy tf proposal to grouo all debt nstruments 1s accepled PP.fm to tho cornmr-nts on the 
dcftn1110n or cash and nems 1 and 2 1 of Table 1 

Cons1der 1nclud1ng the e)(posure to lhe eqwty or" company 

Constder that to the extent that d fferent tnstruments rank d,fferent;y w11h respecl to pnor11y ol 
payment m certatn cases or d1s1r~>ss ol thP 1ssuer thesE> Instruments nsk •s not equivalent 
and hence exposure l o them s :'!I so nol equ1vnlent 

Constdcr tncreas1ng hmns 1n some cases because to the extent that cenam structures may 
hold collatcralu1 a certatn forrnat 11 may substanhalty chango the 11sk oltho tn!'itrument when 
compared to an uncollaterahsed structure and hence Pxposure hmtts could bP t·ughl'!l 1n o;uc:h 
cases 

Apply 1h1s lund to uncollaterahsed exoosurP only 

Amend word1ng for conststencv Delete reference 10 iln Exchanqe ContrOl Ctrcu ar to provtde 
tl'lal the Reserve Bank can determ1ne 'J m11 m any form 

I Remove contradiCtiOn between I he draft <!tm1ts set by SARBl and e)<p!anatory mPmoraodum 
Chm1ts set by the rcg1strar 1 More fiP \1blr If the torctgn hrn1ts me sel by the regtwar For 
example the regrstrar may wtSillo settowe1 hm11s or deal d1f1erenHy w•lh JSf lllW<Hcl hst1ngs 
and funds would be subject to SARB ltmrts tn any case 

Enhance the SARB l11l11l by ha111ng an add1honal hm11 apphcd by the teRulator rthe F111anaat 
Servrces Boarel FSBJ Th1s llm1t could really be a ltmtt on currPncy tniSnlatCI\IIIQ Alltle 
moment th1s llm11 could be above lhe current SARB hmtl as lhts hm11 tS st1U flltrlv low and 11 
could be mcreased by the FSB as and when the SARB 'ncreases us l1mtts and the FSB has 
ev1dence from the tndustry that tl"le overall hrrut can be ratsed wtlhoul undue rtsl(s bemg 
undertaken for members 

Clanly whether the hm ts w111 be set by I he SARB (as staled '" Regulat1on) or by the Reg1strar 
(as stated tn explanatory memorandum! The objectives of exchange controls and prudenhal 
hmlls arc d1fferent '" our WNY We bettevo the pruden11al hm11 shoulo be set bY lhP R"Qistrar 

Remo"'e references to [lcchange Control Circulars so thai the SARB may lay dowrl hm11s m 
any medlllm 11 deems approprcate 
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I 2B(2)(kl (k) Despne paragraphs tal (J) the limtts set oul '" 
thts regulahon and Table 1 may be exceeded 
where the excess ts due to an mcrease or 
deetease tn lh~ r;:ur value of tnveslmenls because 
or ' amongst others marker 
movements nonophonat corporate actions and 
changes m the market capttahsalton of a secunty 
thatts hstcd on an elCchange 

tkl SUGGESTED WORDING Desptte 
paragraphs (a>-0) the hmtts set out 1n lhts 
regulauon and Table 1 may beexceeded wnere 
lhe elCcess IS due to changes '" regulalton or an 
Increase or decrease tn the lair value of 
1nves1ments because of. amonqsl others market 
movements non-opltonal corporate acltons and 
changes 111 the market caottaltsatlon of a secunty 

l thal ts hsted on an exchange 

Clanfy 'changes m market capttahc;:~uon of A secunty AS tht'l ·~covered In markPt 
movements It may talk more specthcally to tndiVIdual secllrtlies wheteas the !alter term may 
be mterpreted as markets tn aggreg:lle Consrder gtvtnq cleater examples here (unless thts t 

relegated to an annexure or tnforma110n c•rcular from the FSB) descr b1ng wha11s allowt•d 
ana disallowed For example 1f me marl<el cap1tahsauon or a secunty had to cross from a 
htgher allocation hm11 (say 15•a) to a lower hm•t (say 10%) would a fund not ntt~t.l tu Apply 
lhts restrtchon? Th•s could agatn tP:ally complicate the •ssues of momtonng ;md reporhnq on 
lh ts 

Clanfy relationship ol 28(2)(1\) wt lh Regulation 28 !2) ral(lll 

Add changes 1n regulalton to the list or factors T"•s would provtde some certCJrnty atound 
trans111onal arrangements whrch may help m1n1m1se potentral market d1ston10ns 
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28(21(1) CURRENT WORDING 
Where the l1m1ts referred to m paragraphs (a)· (J) 
are exceeded 
(t) a fund may not for as long as the excess 
conttnues. make any further tnvestments 111 the 
assets or categones of assets tn respect of wh1ch 

1 the excess ex1sts and 

I (n) the reg1strar may reqwe a fund to comply wtth 
asset ltm11s referred to 1n Column 1 of Table 1 
wtlhtn a penod of 12 months or another penod 
deten111ned by the regtstrar 

We suggest a change to somethtng like Where 
any of the limits m th1s regulatton are exceeded 

I 
( I) a fund may not for as long as the excess 
contmues. make any further mvestments tn the 
assets or categones of asset m respect of whtch 

1 
the excess extsts and should assess whether or 
not and over what lime penod the exposure 
should be reduced. 

(II ) 

(II Where the 1tm1ts referred to m paragraphs Ca)
(J) are exceeded · (t) a fund may not for as long 
as the excess ont1nues make any further 
•nvestments tn the assets or categones of assets 
tn respect of whtch the excess extsts and (u) the 
reg1strar may requtre a fund to comply wtth asset 

penod of 12 months or penod 1 
ltm1ts referred to 111 Column 1 of Table 1 wt th1n a 

..________ determmed b the re~stra1 

Draft t1ghter stnce as tl stands tl only applies to sub paragraphs (a) - (Jl ;md not to sub l 
paragraphs (a) (J ) and the hm1ts tn lhe table The tdea of the ctause seems to bP. when and 
how should a fund bnng 1tsetf back tnto line tf ltmtts under the enhre requtatton are breached 
due to for 1nstance market movements The fund not the Reg1strar should have the onus to 
keep tabs on thetr exposure and correct•t over ttnw I tn a prudent f<tshton 

Constder commitment funds (see comments above 1n respect of DGN pg 4 Reg 28(1)(b)(vl 
and (Vt)) A penston fund Will need to conttnue meeltng tis extshng commtlments though 
obv1ously 11 should not make new comm11ments Also longer lrans1110n penods only should 
be at the Regtslrar s d1scret1on 

Clanfy 10 2B(2)(t) whether monthly contnbut1ons tn a member chmce fund w111 be reqardPd as 
further mvestments 
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1 28(2)11)(1) ~ a fund may not for as long as the excess 
I contmues make any further mvestments 

10 the assets Of categones ol assets 
10 respect of Whtch the excess ex1sts and 

Amend word1ng tn 2 (I) (1) so that a penston fund 
can contmue to honour thetr contracted capital call 
{draw down) comrrntments that may anse durtng 
the hfe of the pnvate eqUity fund as follows 

I Investment tn the assets Of categones or 
assets m respect of wh1ch the excess ex1sts save 
for ~ny contractual obltgahons entered tnto by the 
fund and 

28(2)(1)(ii ) the reg1strar may reqwe a fund to comply w1th 
assetl1m1ts referred to 10 Column 1 of Table 1 
w1th1n a penOd of 12 months or another 

28 (S) look
Through 

enod determ1ned by the reg1strar 

Take 1nto account contractual obhgattons to the aHected asset A pens1on fund may have 
comm11ted 1tself to for mstance tn 1nvest1ng •n a pnvate eou1ty fund where the portfolio of 
Investments held have mcreased substanually 1n value 

Make look-through pnnc1plc more pronounced 

Extend the word1ng to requ1re the look-through pnnctple to be applied to hybrtd secunhes 
such as convert1blc debt secunhes 

Extend the same exemptton posstbthltes for Regulalton 28 compliant CIS portfolios and 
linked msurance pollc1es also to ETF and ETN products listed on JSf that qualify Th1s would 
asstst tn reductng the report1ng burden for those funds that use such prooucts 

Apply the look-through pnnc1ple where a cert1f1cate IS •ssued confnmtng that a fund •s 
regutat1on 28 and 1f the manager of such scheme chooses to declare the underlytng assets to I 
the Fund Reqwe that the underlytng CIS (and/or Insurance Company) should disclose also I 
the asset allocalton of the underly.ng portfoho so as to enable the Trustees of a Fund to make 
appropnate mvestment dec1s1ons regard1ng the rematnder or the Fund Assets that would be , 
1n the best tnterests of members and st1il ensure that the por1foho IS '" compliance w1th 
Regulahon 28 
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28(S)(a) 

28(5)(a)(i) 

t 28(S)(a)(i i) 

r In the appltcallon of th1s regulatton with regard to 
the total assets of a fund the followtng shall not be 
deemed to be an asset of the fund 
(t) parttctpatory tnterests m a collective mvestment 

1 scheme tn respect of whtch a fund obtamed a 
certtficate tssued by the scheme that 
the assets of the scheme have met throughout 
the reporttng penod the dtstnbullon requtrements 
of assets referred tom Table 1 

(II) a linked policy as defmed under the Longterm 
Insurance Act tn respect of whtch a fund obtatned 
a certt ftcate tssued by the 
tnsurer that the assets held by the 1nsurer 1n 
respect of hts net habtl11tes under the satd policy 
have met throughout the reportmg penod the 
d1stnbu1ton requtrements of assets re ferred to 1n 
Table 1 r II 

(ttl) a tong-term tnsurance pol•cy. other than a 
pohcy referred to m paragraph (II) above that 
guarantees or parttally guarantees policy beneftts 
tn respect or whtch a fund obtamed a certtficate 
from the msurer that the Regtstrar of Long-term 
Insurance IS sat1sf1ed that the policy has a bona 

I f1de guarantee, and that the 1nsurer does not have 
unreasonable dlscretton over pohcy benefits and I comphes w1th prudenltal requtrements under the 
Long-term Insurance Act 

J 
CURRENT WORDING "rn respect of whtch a fund 
obtamed a cerltftcate tssued by the audttor or the 
scheme 
SUGGESTED WORDING 1n respect of wh1ch a 
fund obta1ned a certt ficate 1ssued by the scheme 

SUGGESTED WORDI NG 1n respect of whtch a 
fund obtatned a certlftcate 1ssued by the tnsurer 
(A m1nonty vtew was that there was no harm m 
requtrtng the statutory actuary to tssue these 
certificates ] 

Gtve clear gu1delmes •n respect of wh1ch I he Regtstrar of Long term Insurance w1ll cons1der 
whether the policy has a bona ftde guarantee and that the 1nsure1 does not hav<> 
unreasonable d1scretton over policy benefitS and complies w1th the prudential requtrements 
under the Long-term Insurance Act 

Allow a hme penod wtthm wh1ch rnsurers can apply for the necessar)' approvals 

Refer to dtscusston m submtss1on 

Clanfy how best a fund should report a note refl('rcncmq the pr1ce of a commodtty 

Clanfy whether a commodrty linked note would be cons1dered debt or commod1ty 

Clanfy the apphcalton or the look through pnnc1ple espectally gtven that the draft places a 
legal obltgahon on penston fund trustees to constder mtiJf .11m cred1t and market nsk factors 
pnor to an Investment 

Ctanfy W1th respect to (al the regulation goes beyond the 1nvestment hml!!. rn rable 1 (for 
example there are certarn agqregahon hmtts) and yet these are the only hmtts that seemed 
to be tmposed on collective mvestment schemes (1) and ltnked pohc1es 1111 WP understand 
that (Ill) may be the only practical way to deal wrth non-linked pohc1es or poltctes wtth 
complete or par1tal guarantees 

Include the credtt nsk of tnsurers 1n the scope of lhe propased look through dtsppnsat1on It ts 
tnteresttng to note that there was a posstbthly that even the largest SA rnsurer could have 

1 defaulted on tts obl1gattons 1f markets had dropped not tnsubstantlally morP than they Old post 
I the recent market crash 

Rely on schemes annual aud•t to verrfy the rssurng of certr frcatcs 

Constder practtcal tmphcaltons as the funds and the respecltve Collective Investment 
Schemes are likely to have dtfferent year-ends and thus add1t1onar audtt work Will be 
reqUtred to be performed by the audttor of the Collect1ve Investment Scheme to be able to 
1ssue the cert1f1cate or statement to the fund at the end or each fmanctal year of the fund 

Rely on tnsurer s annual audtl to vertfy the tssumq of certtftcates 

Clanfy the format and detatl or the tnformat1on to be mcluded m the cert1f1cate prov1ded by the 
statutory actuar)' of the respecttve long term tnsurer so as to ensure cons1stency across the 
mdustry 
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28(5)(al(iii) 

...____ 
28(5)(b) 

28(5)(cl(il) 

In the case of a collect•ve tnvestmenl scheme or a 
long-term msurance pohcy m respect of whtch no 
certthcate as referred to tn 
paragraphs (a) has been oblamed the lund shall 
obtain a statement m wntmg contamtng par1tculars 
of the assets 1n lhe collectiVe mvestment scheme 
or held under the long-term tnsurance pohcy and 
1ssued by the scheme or the 

msurer as the case may 

I 
be and the fa1r value o f such assets shall be 
deemed to be assets of !he fund 

CURRENT WORDING and tssued by !he audttor 
of the scheme or the statutory actuary of the 
1nsurer 

----4 
SUGGESTED WORDING and ISSued by the 
scheme or the ansurer 
CURRENT WORDING 'Desptte subpatagraph (t) 
tf a fund 1s exempted under section 2(5)(a) of the 
Act the cerhficate or statement must be tssued at 
the end of the tnsurer s financtal year 
SUGGESTED WORDING ? 

r Clanfy whalts meant by a bona fide guarantee or what would con~tttute a 'bona fide 
guarantee For example tS a long term term pohcy that offers a 2.5% guarantee a bona fide 
policy? How wtll thts be rudged? Left as CLtrrently drafted tnsurers could sltll get around reg28 
tf they SO WIShed 

Refer to the comments on Regulatton 28(5)(a) Delete the words or exemplton ,, the 
second hne of (5)(b) as none of the prov1s1ons m paragraph (a) provtde for an exempt1on and 
refer only to a cert1f1cate 

Ctanfy the 1mphcat•on that tf the assets are deemed to be assets of the Fund tt 1mphes that 
they need to comply w1th th iS reguta t1on tat aggregate Fund level or member level as the 
case may be) The same restnchons therefore ;~pply 

Tighten the wordtng as 11 currently seems to tmply that all the assets o f the collective 
mvestment scheme or hnked policy are the assets of the Fund. whereas what 1s actually 
meant 1s the Fund's part1capatory tnterests only 1 e that statement w111 conlatn a full list of the 
assets of the vehicle at fa tr value but not all of these should be deemed to be the assets of 
the Fund only tis proportionate share 

Clanty reqUired 
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28(5)(d) Any direct or indirect exposure to a foreign asset 
must be disclosed as a foreign asset. 

CURRENT WORDING: "Any direct or indirect 
exposure to a foreign asset must be disclosed as 
a foreign asset." 
SUGGESTED WORDING: Delete 

Provide clarity on whether Rand denominated listed securities (dual listed shares) will have to 
be re-classified as foreign. It may have a significant impact on funds. Definition in line with 
SARB definition but not ideal in this context. Dual listed shares and Rand denominated CISs 
that invest globally which are currently regarded as domestic assets will have to be re-
classified as foreign investments. This may adversely impact on the current investments of a 
retirement fund. 

Provide clarity on whether Rand denominated listed securities (dual listed shares) and 
domestically issued credit linked notes in respect of foreign issued bonds/debt instruments 
will have to be re-classified as foreign . It is submitted that they should not, as they are local 
currency exposures, often to businesses that have most or a large part of their operations in 
SA. 

Clarify. Redundant and potentially confusing as 2(c) already requires "true nature". 

Redraft to create clarity on the implications of local companies being affected in terms of their 
foreign status by purchasing or setting up successful offshore subsidiaries or indeed offshore 
companies purchasing local entities etc. If this is not done, the Regulator may see more and 
more institutional assets finding their way into South Africa fixed interest and banks, and the 
lack of equity risk taking will increase the burden, risk and cost of retirement cash flow 
provision and inflation protection. Pension Funds Balance Sheets will be weaker than they 
are. 
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1 28(5)1e) 

5(d) and S(o) 

Any direct or tndlfec1 exposure to a hedge fund or T Oo not apply look through to colleCtiVe mvestment schemes ill property It would serve no 
pnvate eqUity fund real purpose to took-through to the underlying portfolio of properties as these collecttlle 

must be disclosed as an mvestment schemes (PUTs) are listed on the JSE 
I investment rnto a hedge fund or pnvate eqwty 

fund or as the case may be and further 
look-through 1s not applicable 10 respect of a 

underlytng 

Carefully deltne hedge and puvate eqUtty funds and 1rnpose ltrmts on what they can and 
cannot do so that they don' t become the new wrappers Th1s seems to have been completely 
lef1 open beyond the ltmtts of 10% and the reqUtrement that you canr1ot lose more than the 
money you tnvested 

Clanfy proposal not to took through hedqe funds or pnvate equtty funds speCifically also 
about whether th1s applies to fund of funds as well? 

Redraft thts clause to accommodate the 1ssues around It sled equiltes and hedge or pnvate 
equtty fund exposure w1thin these equitieS Wh1lstthts IS very clear for banks and owners of 
banks tl 1s also clear for msurance companees and owners of tnsurance compames as well 
as a sefectton of financ1at serv•ce companres 11sted on ttle JSE and abroad Also the 
restrtCIIons on pnvate equety need to be thought through more clearly as pnvatP eQUity IS 
nothtng more than 1lltqu1d equ1ty Certamly all asset habiltty models recogn1se thes 

Clanfy II says no further look-through apphes to hedge funds and funds of hedqe funds 
Thus a hedge fund may mvest 1n offshore or unlisted Instruments and the pens1on fund wont 
have to tnclude ttlese exposures ill thetr foreign and asset class exposures? Is thts also the 
case for Q\Janerty SARB reponmg 1 e any tore1gn exposure obtameo throuqh l'lf'dqe funds 
won t be reported lo SARB as part of the pens1on funds total offshore envPstments? 
Ctanfy how foretgn assets of a hedge fund I pr111ate eqUtty fund are to be dealt wtlh It seems 
that any foreign assets held by hedge fund or pnvate equtly fund would have to be reported 
as such (I e 5 (d) overr~des 5 (e)) However the two sec11ons mtgtlt be read that 5 (e) based 
on tis current woldtng tmphes that no look through for tnvf'stment ento a South Afncan hedge 

----- --------------------+fund or _pnvale eqUtty fund s assets IS reqUtred to be performed I r~orted on -1 
Clartfy whether the no borrowmg prtnClples en (6) empty that a fund of Mdge funds will not be 
allowed to have geanng (but the underfymg hedge funds constuutmg the fund o f hedge funds 
may have geanng)? 1f a fund of hedge funds does employ geanng 11 IS proposed that this 

28(6)(c) CURRENT WORDING "A fund may nol be the 
borrower en a loan agreement e)(cept a money 
markelmstrument thai prov1des for an early 
selllement penalty 

.__ ______ .._SUGGESTED WORDING? 

fund of hedge funds w1ll also be subJect lo the 2 5% hmtt on a stngfe hedge fund (and not the 
5% hrn1t to a fund of he<!Q_e funds. 91ven lhe tncreased nsk w1th geanng) 
Ctanfy 

Cfanfy whether lhts should be reternng to "lender tnstead of 'borrower ? fnvesteng 10 
tnstruments (ltke money market) that promtse to pay back makes you the tender 
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