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28. Post-employment benefits
Summary of results

 Defined 
contribution plans 

 Defined benefit 
pension plans 

 Post-employment 
healthcare subsidy 

(US$ million)  2018 2017  2018 2017  2018 2017

Post-employment plan costs recognised in 
profit and loss  39  36  11  24  7  6 
Employer contributions paid during the 
financial year  37  36  3  3 

Amounts presented in the group 
balance sheet are as follows:
Net pension/healthcare subsidy liabilities  232 238  97  106 
Net pension assets (refer to note 15)(1)  (68)  (35)  –  – 

Net balance sheet liabilities  164  203  97  106 

Movement in the balance sheet for 
the pension/healthcare subsidy
Net pension/healthcare subsidy liabilities 
at beginning of year  (203)  (303)  (106)  (108)
Acquisitions  (5)  –  –  – 
Net pension/healthcare subsidy costs 
for the year  (11)  (24)  (7)  (6)
Employer contributions  37  36  3  3 
Net actuarial gains for the year  16  96  12  5 
Translation differences  2  (8)  1  – 

Net pension/healthcare liabilities at end 
of year  (164)  (203)  (97)  (106)
(1) Defined benefit plans in South Africa, United Kingdom and certain defined benefit plans in North America.

Actuarial valuations of all plans are performed annually with the exception of our South African and United Kingdom defined 
benefit pension plans where actuarial reviews are performed annually and formal actuarial funding valuations are performed 
tri-annually.
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28. Post-employment benefits continued
Defined contribution plans
The group operates defined contribution plans of various sizes for all qualifying employees in most regions throughout 
the group. The assets of the plans are held separately from those of the group in funds under the control of trustees or 
administered by insurance companies. The group also participates in various local industry (multi-employer) plans, open to 
eligible employees often as a voluntary alternative to company sponsored plans. There are no obligations on the group other 
than to pay contributions according to the rules of each plan.

The total cost charged to the income statement of US$39 million (2017: US$36 million) represents contributions payable to 
these plans by the group based on rates specified in the rules of these plans. Expected contributions to be paid in the next 
financial year is US$41 million.

In addition to company-sponsored plans across the group, employees commonly participate in local state plans wherever 
they exist. State plans exist in most regions to provide such benefits as disability, unemployment income protection, basic 
state pension, top-ups thereon, and spousal benefits. Eligibility and participation is generally mandatory to local taxpayers, 
usually on residence-based criteria in accordance with domestic laws.

State benefits vary widely in value and accrual formulae from country to country. Contributions are normally paid with 
domestic taxation or as supplemental national insurance contributions (or the like), at rates set by domestic governments. 
Participation in state plans involves no obligations on group companies other than to pay contributions according to the 
rates specified by domestic governments. Costs, where incurred, are included in employee costs reported in note 4 and are 
excluded from the figures reported in this note.

Defined benefit pension/lump sum plans
The group operates several principal defined benefit pension and/or lump sum plans in all regions plus a number of smaller 
plans. The extent of employee access to these plans vary. Plans open to new entrants or future accrual cover all qualifying 
employees. All plans have been established in accordance with applicable legal requirements, customs and existing 
circumstances in each country.

With the exception of our German, Austrian and Italian plans, which are unfunded, the assets of our funded plans are 
held in separate trustee-administered funds which are subject to varying statutory requirements in the particular countries 
concerned. Generally, the trusts are required by local legislation as well as their respective articles of associations to act in 
the interests of the fund and its stakeholders (i.e. members and the various local sponsoring companies across the group). 
The pension funds comprise of management and member-appointed trustees, including (in some instances) an independent 
trustee, who collectively are responsible for the administration and governance of the trusts.

Benefits are formula-driven, comprising a variety of earnings definitions (such as final average salary or career average 
revalued earnings) and years of service. Exceptions are certain plans in Germany and Austria that provide fixed value Euro 
benefits and certain plans in North America that provide benefits based on years of service and a ‘$ multiplier’ (a nominal 
US Dollar value which increases from time to time only by collective bargaining agreement). The table below briefly illustrates 
the nature of defined benefits and their link with earnings.

Type of benefit revaluation rate/pensionable salary definition Location of scheme

Final average salary South Africa, Austria, Germany
Career average revalued earnings Belgium, The Netherlands
Frozen benefit United Kingdom, North America (salaried plan), Italy
Fixed EUR-value Germany, Austria
Nominal USD-value (periodically revalued) North America (works plans)
Old age accounts with minimum guarantees Switzerland

Plans remain open to new hires except for plans in North America, South Africa, Austria and some in Germany. Plans in the 
United Kingdom and one in North America are closed to future accrual.
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28. Post-employment benefits continued
Investment management and strategic asset allocation
Plan fiduciaries are responsible for investment policies and strategies for local trusts. Long-term strategic investment 
objectives include preserving the funded status of the trust and balancing risk and return while keeping in mind the 
regulatory environment in each region. Plan fiduciaries oversee the investment allocation process, which includes selecting 
investment managers, setting long-term strategic targets and rebalancing assets periodically. Plan fiduciaries also make use 
of fiduciary managers, multi-asset manager mandates and ‘flight path’ assessment tools to assist with strategic asset 
allocation. Such reviews include asset-liability modelling studies with varying degrees of complexity according to the needs 
of each plan, analysing risk-and-return profiles in order to help set investment and contribution policies for our plans.

The main strategic asset allocation choices that are formulated in the actuarial and technical policies of our plans across the 
group are shown below. Local regulations impose minimum funding targets which significantly influence the strategic asset 
allocation of individual plans.
 • South Africa: Asset mix based on 20% equity instruments, 55% debt instruments, 20% multi-asset and other 
instruments, 5% cash.

 • Europe including United Kingdom (UK)(1): Asset mix based on 42% equity and real estate instruments, 38% debt 
instruments, 20% multi-asset and other instruments.

 • North America: Asset mix based on 23% equity instruments, 60% debt instruments, 17% multi-asset and other 
instruments.

(1) Weighted average of plans in this region.

Exposure to risks
The major risks faced by the group as a result of the defined benefit obligation can be summarised as follows:
 • Inflation: The risk that future inflation indices (including medical aid inflation) is higher than expected and uncontrolled,
 • Future changes in legislation: The risk that changes to legislation with respect to the post-employment liability may 
increase the liability for the group 

 • Future changes in the tax environment: The risk that changes in the tax legislation governing employee benefits may 
increase the liability for the group 

 • Longevity: The risk that pensioners live longer than expected and thus their pension benefit is payable for longer than 
expected, and

 • Administration: Administration of this liability poses a burden to the group.

Since the pension liabilities are adjusted to respective local consumer price indices, the plans are exposed to local inflation, 
interest rate risks and changes in life expectancies of members. As the plan assets include significant investments in quoted 
equity shares, property and high yield bonds in various markets around the globe, the group is exposed to equity, property, 
high yield bond market risk and for non-domestic holdings, currency risk. Debt instruments typically comprise investment 
grade corporate and government debt (nominal coupon and index-linked coupon) in markets around the globe, primarily 
held to match counter-movements in plan liabilities of the same value. The group is also exposed to losses from the effects 
of credit grade re-ratings on debt instruments in bond markets across the globe.

Funding policy
The group’s subsidiaries fund the entire cost of the entitlements expected to be earned on an annual basis, with the 
exception of one plan in South Africa, where employees contribute a fixed percentage of pensionable salary. The funding 
requirements are based on local actuarial measurement frameworks. For prefunded plans, contributions are determined 
on a current salary base or fixed nominal amounts and, for unfunded plans, contributions are paid to meet ongoing pension 
payroll. Additional liabilities stemming from past service due to salary increases are paid immediately to the plans as part of 
the overall agreed contribution rate to restore individual plan deficits where these occur.

Apart from paying the costs of the entitlements, the group’s subsidiaries are, to various extents, liable to pay additional 
contributions in cases where the plans do not hold sufficient assets. These range from enforcement by local regulators, 
reducing accrued entitlements, or a charge over assets.

Expected company contributions for our defined benefit pension/lump sum plans across group subsidiaries over the next 
financial year are US$33 million.

Post-employment healthcare subsidy 
The group sponsors two defined benefit post-employment plans that provide certain healthcare and life insurance benefits 
to eligible retired employees of the North American and South African operations. Employees are generally eligible for 
benefits upon retirement and on completion of a specified number of years of service, or joining the company prior to 
a certain date.

Our healthcare subsidy plan in South Africa is partially funded with assets held in a local cell-captive. Our subsidy plan 
in North America is wholly unfunded.

Expected company contributions to fund these subsidies over the next financial year are US$6 million.
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28. Post-employment benefits continued
Other employee benefits
Group companies have no significant post-employment defined benefit obligations other than the following:

(US$ million) 2018 2017

Jubilee (long service award) in continental Europe in other non-current liabilities  19  20 
Early retirement (temporary pension) benefit in Belgium  4  1 
ATZ (early retirement – temporary salary supplement) obligations in Germany and Austria  10  11 
Workmen’s compensation benefit obligations in North America  14  16 

Defined benefit 
pension plans

Post-employment 
healthcare subsidy 

(US$ million) 2018 2017 2018 2017

Components of defined benefit cost 
recognised in profit or loss
Current service cost  18  19  3  2 
Past service credit  (9)  –  –  – 
Interest on net defined benefit  1  3  4  4 
Fund administration costs  2  2  –  – 
Non-routine settlement gain (1)  –  –  – 

Net amount recognised in profit or loss  11  24  7  6 

Charge attributed to operating cost  10  21  3  2 

Charge attributed to finance cost  1  3  4  4 

Components of defined benefit cost 
recognised in OCI
Actuarial gains (losses) arising from membership 
experience  (6)  7  8  2 
Actuarial gains (losses) arising from changes 
in demographic assumptions  5  27  (2) (1)
Actuarial gains (losses) arising from changes 
in financial assumptions  50  63  7  4 
Return on plan assets (excluding amounts 
included in interest income)  (33) (1) (1)  – 

Gain (loss) recognised in other 
comprehensive income  16  96  12  5 
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28. Post-employment benefits continued

Defined benefit 
pension plans

Post-employment 
healthcare subsidy 

(US$ million) 2018 2017 2018 2017

Movement in the present value of the defined 
benefit obligation in the current year
Defined benefit obligation at beginning of year  1,334  1,409  114  116 
Current service cost  18  19  3  2 
Past service credit  (9)  –  –  – 
Interest expense  46  45  5  5 
Plan participants’ contributions  2  2  –  – 
Remeasurements  (49)  (97)  (13)  (5)

Membership experience changes  6  (7)  (8)  (2)
Demographic assumption changes  (5)  (27)  2  1 
Financial assumption changes  (50)  (63)  (7)  (4)

Acquisition(1)  78  13  –  – 
Non-routine plan settlements (1)  –  –  – 
Benefits paid  (77)  (77)  (4)  (4)
Translation difference  (15)  20 (1)  – 

Defined benefit obligation at end of year  1,327  1,334  104  114 

– Present value of wholly unfunded obligation  176  177  77  88 
– Present value of wholly or partially funded obligation  1,151  1,157  27  26 

Movement in the fair value of the plan assets 
in the current year
Fair value of plan assets at beginning of year  1,131  1,106  8  8 
Interest income  45  42  1  1 
Employer contributions  37  36  3  3 
Plan participants’ contributions  2  2  –  – 
Remeasurements

Return (loss) on plan assets net of interest income  (33) (1) (1)  – 
Acquisitions(1)  73  13  –  – 
Benefits paid  (77)  (77)  (4)  (4)
Fund administration costs  (2)  (2)  –  – 
Translation difference  (13)  12  –  – 

Fair value of plan assets at end of year  1,163  1,131  7  8 

Net balance sheet defined benefit liability  164  203  97  106 
(1) Acquisitions: Refers to assets and liabilities acquired with Cham Paper Group.
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28. Post-employment benefits continued
The major categories of plan assets at fair value are presented as follows:

 Funded pension plans  Funded subsidy plans 

(US$ million) 2018 2017 2018 2017

Investments quoted in active markets
– Equity and high yield investments  232  399  –  – 
– Investment grade debt instruments  215  201  –  – 
– Property investment funds  16  14  –  – 
Unquoted investments
– Equity and high yield investments(1)  680  501  6  7 
Cash  20  16 1  1 

 1,163  1,131 7  8 
(1)  Funded plans consist of commingled funds that are not quoted in active markets. However, the underlying securities held by these funds are quoted 

in active markets or the prices of these underlying securities are determined by other observable market data. Funded subsidy plans consist of 
with-profit annuities where distributable income is subject to the discretion of the insurer’s investment returns.

Total investment return on plan assets  12  41  –  1 

As at financial year-end, there were no investments in the group’s own quoted equity instruments.

The fair values of the various equity and debt instruments are determined based on quoted market prices in active markets, 
whereas the fair values of certain property and derivatives are not based on quoted market prices in active markets. Plans 
generally buy and hold bonds as a hedge against interest rate and inflation rate risk.

The principal assumptions used in determining pension and post-employment medical aid subsidies for 
the group’s plans (weighted average per region) are shown below:

 2018 2017
 North 

America 
 Europe 
(incl UK) 

 Southern 
Africa 

 North 
America 

 Europe 
(incl UK) 

 Southern 
Africa 

Discount rate – pension (%)  4,02  1,70  9,69  3,53  1,90  9,28 
Discount rate – post-
employment healthcare 
subsidy (%)  3,93  n/a  10,00  3,35  n/a  9,75 
Future salary increase rate 
– pension (%)  –  1,00  7,09  –  1,00  7,28 
Cost of living adjustment for 
pensions in payment (%)(1)  –  1,80  4,87  –  2,00  5,03 
Healthcare cost trend 
rate (%)(2)  8.00 – >4.50  n/a  7,75  8.20 – >4.50  n/a  8,25 
Sample rate average life 
expectancy from retirement 
(years)(3)

– For current beneficiaries  25,40  24,40  19,20  25,60  23,90  19,20 
–  For future retiring 

beneficiaries  27,10  26,20  20,20  27,30  25,70  20,20 
(1) Weighted average for plans granting cost of living adjustment whether fixed or variable.
(2) North America: Initial rate – > long-term rate trend over nine years (2017: 10 years).
(3) Based on local mortality tables in use (with modifications to reflect expected changes in mortality over time) for males at age 60.
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28. Post-employment benefits continued
A quantitative sensitivity analysis for significant assumptions as at financial year-end is disclosed below:
Significant actuarial assumptions for the determination of the defined benefit obligations are discount rate, expected salary 
increase, cost of living adjustments to pensions in payment, healthcare cost trends and mortality. The sensitivity analysis 
below has been determined based on reasonably possible changes of the respective assumptions occurring at the end of 
the reporting period, whilst holding all other assumptions constant.

 • If the discount rate is 100 basis points higher (lower), the defined benefit obligation would decrease by US$149 million 
(increase by US$182 million).

 • If the expected salary increase rate is 100 basis points higher (lower), the defined benefit obligation would increase by 
US$20 million (decrease by US$16 million).

 • If the post-retirement pension increase (cost of living adjustment) rate is 100 basis points higher (lower), the defined 
benefit obligation would increase by US$38 million (decrease by US$32 million).

 • If the expected healthcare cost trend rate is 100 basis points higher (lower), the defined benefit obligation would increase 
by US$6 million (decrease by US$5 million).

 • If the life expectancy increases (decreases) by one year for both men and women, the defined benefit obligation would 
increase by US$35 million (decrease by US$35 million).

The sensitivity analysis presented above may not be representative of the actual change in the defined benefit obligation 
as it is unlikely that the change in assumptions would occur in isolation of one another as some of the assumptions may 
be correlated.

Furthermore, in presenting the sensitivity analysis above, the present value of the defined benefit obligation has been 
calculated using the projected unit credit method at the end of the reporting period, which is the same as that applied in 
calculating the defined benefit obligation recognised in the balance sheet.

There was no change in the methods and assumptions used in preparing the sensitivity analysis from prior years.

The average duration of the defined benefit plan obligations at the end of the reporting period (per region) is as 
follows: 

Pension plans Healthcare subsidy 

North America 11 years 9 years 
Europe (including UK) 12 years n/a 
Southern Africa 9 years 15 years 

Regional split of results

 2018 2017

(US$ million)
 North 

America 
 Europe 
(incl UK) 

 Southern 
Africa 

 North 
America 

 Europe 
(incl UK) 

 Southern 
Africa 

Defined benefit obligation (pension)  (665)  (547)  (115)  (710)  (496)  (128)
Defined benefit obligation (healthcare)  (77)  n/a  (27)  (88)  n/a  (26)
Fair value of plan assets (pension)  675  355  133  696  290  145 
Fair value of plan assets (healthcare)  –  n/a  7  –  n/a  8 

Net defined benefit liability  (67)  (192)  (2)  (102)  (206) (1)

Reconciliation of the regional balance 
sheets
Net defined benefit liability at beginning of year  (102)  (206) (1)  (188)  (230)  7 
Defined benefit cost recognised in profit or loss 
(pension)  (9)  2  (4)  (12)  (8)  (4)
Defined benefit cost recognised in profit or loss 
(healthcare)  (4)  n/a  (3)  (5)  n/a (1)
Balance sheet take-on of Cham acquisition plans  (5)  – 
Net gain (loss) recognised in OCI (pension)  18  (2)  –  80  23  (7)
Net gain (loss) recognised in OCI (healthcare)  12  n/a  –  6  n/a (1)
Company contributions paid during the year  18  17  5  17  17  5 
Translation differences  –  2  1  –  (8)  – 

Net defined benefit liability at end of year  (67)  (192)  (2)  (102)  (206) (1)
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