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A WORD FROM
THE CHAIRMAN
The 2014/2015 financial year was another successful 
year for the Fund. The restructuring of the Fund was 
recently successfully concluded with the transfer of the last 
remaining 20 active defined benefit members to the defined 
contribution section. This exercise was completed by our 
newly appointed Principal Officer, Ilse Hartlief.  Ilse joined 
the Cape Joint team on 1 July 2015 and has brought with 
her a wealth of knowledge in running other corporate and 
multiple employer funds like ours.

Our investments underlying the Fund’s Life Stage investment 
strategy have performed well considering the incredibly 
volatile investment markets in which we operate and our 
liability driven investment (LDI) strategy underpinning 
the pensioner’s portfolio has achieved exactly what was 
intended. Whilst the returns earned on the Accumulation 
Phase over the 12 months seemed pedestrian at 7%, 
overall, the defined contribution returns for the 12 months 
ended 30 June 2015 exceeded its target of 10.8% (i.e. 
CPI + 6%) to return a total of 11.4%. The total accumulated 
defined contribution returns over the last 2 and 3 years 

ending 30 June 2015 exceeded the targets by 5.7% and 
14.9% by achieving 31% and 55.1% respectively.

The Board of Trustees, together with the Principal Officers 
and service providers has worked tirelessly to date to 
achieve our goals. Our focus for the forthcoming year is to 
further enhance our investment returns, focus on reducing 
costs where possible and to successfully implement the 
Fund’s enhanced communication strategy. Financial 
education of our members remains the key focus of this 
strategy and in this regard, the Fund aims to engage more 
with our employers and members via education sessions 
at the local authorities, disseminate more Fund information 
via e-mail, SMS and via our new soon to be launched 
mobi-friendly website and to engage with prospective 
members at face-to-face induction sessions and via our 
new induction video. The implementation of the Fund’s 
enhanced communication strategy has effectively enabled 
the Fund’s vision to grow its membership and it is envisaged 
that the establishment of possible associations with various 
stakeholders in the near future will further enhance this 
vision. The implementation of this strategy has also resulted 
in the launch of a brand new fund identity – but more about 
this at the Annual General Meeting.

We remain committed to reducing our overhead costs and 

the costs of providing our risk benefits.  In this regard, all 
our consulting services were recently evaluated and our 
benefit consultant is engaging with the market to ensure the 
provision of competitive benefits at best prices.

I once again take this opportunity to thank my fellow Trustees, 
the Principal Officer and the Fund’s service providers for their 
hard work, dedication and professionalism in achieving the 
above. I also thank the trustees who give of their time to 
the Fund’s two Committees and especially the chairpersons 
of these Committees (Audit & Risk Management Committee 
and the Corporate Committee) for the additional hours 
spent in ensuring that world class governance practices are 
adhered to and the assistance they provide to the Board of 
Trustees in making informed decisions.

Our aim remains to help you, our members, to secure 
your retirement and to deliver on 
our pension promise to our many 
pensioners.

Kind Regards

Herman Botha
Chairperson and Member of the 
Cape Joint Pension Fund
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FROM THE DESK OF THE 
PRINCIPAL OFFICER
My predecessor, Adv Kobus Booyens, together with the 
Board of Trustees embarked on the exciting journey of 
transforming this Fund from defined benefit (DB) into a 
defined contribution (DC) fund for active members. This 
involved much negotiation with the various employers and 
the granting of significant enhancements to transferring 
members. This process was initiated in 2013 and I had the 
privilege of finalizing it on 1 April 2016 with the transfer 
of the remaining 20 active DB members to the DC section.  
As of 1 April 2016 our active membership consists only 
of DC members.

We have prided ourselves in achieving excellent 
investment returns over many years. This remains our 
objective despite the very tough economic and political 
environment and the incredibly volatile investment markets. 
The Fund’s Accumulation Phase with its moderate to 
aggressive allocation to equities underperformed its target 
but outperformed the All Share Index by 1.47% over the 
period. The Consolidation and Preservation Phases both 
handsomely outperformed their long-term performance 

targets over the 12 months to June 2015. Our asset 
consultants have recently cautioned members not to expect 
the exceptional returns over the last decade to be repeated 
over the next 3 to 5 years due to the negative macro 
and political environment. They reiterate this message  
on page 6 of this report. Members are reminded that 
adequate preparation for retirement is not about timing 
the market but it is rather about time in the market. My 
message to members is to remain disciplined and to focus 
on your time horizon to your normal retirement date. This 
is also the cornerstone of our Life Stage investment strategy.

The pensioner’s Liability Driven Investment strategy 
met its core objectives over the period under review. I 
am therefore pleased to confirm that this resulted in the 
Pensioner Account being 101.4% funded and it enabled 
the Fund to meet its pension promise. In addition, the 
Board of Trustees declared the payment of a bonus in 
December 2015 amounting to 75% of pensioners’ gross 
monthly pensions.

Recent legislation has enabled members to obtain full 
tax deductibility on their total 27% contribution towards 
retirement funding and various recent rule amendments 
now provide additional benefits e.g. phased retirement 
permits members to retire from employment but to retain 

their retirement benefit in the Fund until a later date and 
Councillors may join the Fund with effect from 1 June 
2016. The fund will also be launching its brand new in-
fund living annuity with effect from 1 July 2016 which 
will enable retiring members to purchase a very cost-
effective living annuity via the Fund, thereby enabling 
them to continue to enjoy the Fund’s cost effective and well 
managed investment portfolios.

I am also extremely pleased to be able to confirm the 
appointment of the Fund’s new Communication Consultants, 
Old Mutual Corporate, with effect from 1 January 2016.  
Old Mutual is assisting the Fund in launching its enhanced 
communication strategy which includes amongst other 
things a brand new Fund identity. All will be revealed at 
this year’s AGM on 27 May. Members and pensioners are 
encouraged to attend.

Members and pensioners are 
welcome to contact me. I look 
forward to hearing from you

Kind Regards

Ilse Hartlief
Principal Officer
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FINANCIAL RESULTS For the financial year ended 30 June 2015 
The main income and expenditure items for the financial year were as follows: 2015 2014

(Previous financial year’s comparative figures on the right) R million R million
Accumulated funds beginning of period 4 198 3 710
Plus: Income
i. Contributions – members and employers 173 89
ii. Transfers received 0 0
iii. Reinsurance recoveries 8  8
iv. Net investment income 281 728
v. Other Income 3 4
Subtotal 4 663 4 539
Minus: Expenditure
i. Pension benefits 562 307
ii. Transfers paid 0 0
iii. Reinsurance premiums (Risk benefits reinsured) 14  16
iv. Operating, administration and management 19 18
Accumulated funds end of period 4 068  4 198

During the year under review, the Fund’s Total Funds and Reserves, reflecting the total of the members and pensioners’ 
interest, decreased by R130 million. This is mainly due to the decrease in investment returns resulting from volatile 
economic conditions during the period. The Fund once again received an unqualified audit report from the Fund’s auditors, 
PKFRademeyer Wesson. The audit report can be found on the Fund’s website at www.cjpf.co.za.

Yvonne Wilken, Verso Financial Services
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Considering the 2015 Financial Year (1 July 2014 to end 
June 2015); the investment markets produced significantly 
lower returns than before. This was expected. We previously 
indicated that the stellar returns of the past would not be met 
again in the short term and that investors would need to 
reduce their performance expectations for the next 3 to 5 
years. In terms of the local markets, cash produced a 5.95% 
return, bonds 8.21% and equities a paltry 4.70%. The best 
performance was achieved from offshore equities which 
produced a Rand return of 16.12% (driven by the Rand 
which depreciated by 14.5% against the US Dollar).

The Accumulation Phase within the Life Stage investment 
strategy, which targets CPI+6% over rolling 5 year periods 
and which has a moderate to aggressive allocation to equities 
returned 7% over the 12 month period to end June 2015. As 
noted, local equities, the driver of any aggressive portfolio, 
only returned 4.79% over this period (as measured by the All 
Share Index). Therefore the return of the Accumulation Phase 
was satisfactory. It has been an especially difficult time for 
active investment managers as resources shares returned 
-28.84%. Fortunately the Fund had little exposure to this sector. 
It’s hard to be optimistic about our local equity market as we 
are on a low growth path. Further, China and their reduced 
demand for commodities will most probably continue to 
dominate world markets going forward. Members who are 

invested in the Accumulation Phase should however not react 
emotionally to adverse short term market movements, but 
should keep their focus on the long term. Remember, direction 
determines destination.

The Consolidation and Preservation Phases both handsomely 
outperformed their long-term performance targets of CPI+4% 
(over 3 year rolling periods) and CPI+2% (over 2 year 
rolling periods) with 3.25% and 3.74%, respectively. The 
Cash Plus Phase which is a stand-alone option and is not 
part of the Life Stage investment strategy marginally 
underperformed its respective performance target of SteFi 
+1% (12 months rolling period) over the 12 month period 
returning 6.2%. It however yielded a similar return to the 
short term cash market which yielded 5.95%. The 
pensioner’s portfolio which is managed on a conservative 
Liability Driven Investment (LDI) strategy yielded a return of 
7.10%.  The ongoing objective of the LDI strategy is rather 

to match the pensioner liabilities and cash flows in order to 
keep the funding level stable and to provide increases in 
pensions of 60% of inflation (i.e. to grant annual increases 
in line with the Fund’s pension increase policy). The 
pensioner’s LDI investment strategy met its core objectives 
over the period under review and also enabled the Fund to 
provide a bonus of 75% of monthly pension.

We wish to re-iterate again that it is important for members 
to be cognisant of the fact that exceptional returns of the past 
are going to be a difficult task to achieve over the next 3 to 
5 years given the high valuations of the market and the 
negative macro and political environment. Preparation for 
retirement is a long term path that requires commitment and 
discipline. Keep your focus on the long term, invest 
accordingly and ignore short term market movements.

Duncan Theron, Grayswan Investments

INVESTMENT UPDATE JULY 2014 – JUNE 2015

Accumulation Phase return 7.00% Preservation Phase return 10.4%

CPI + 6% target 10.84% CPI + 2% target 6.66%

Active Performance against target -3.84% Active Performance against target 3.74%

Consolidation Phase return 12.00% Cash Plus return 6.20%

CPI + 4% target 8.75% SteFI + 1% target 7.34%

Active Performance against target 3.25% Active Performance against target -1.14%
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LEGAL AND TECHNICAL 
UPDATE 
Fund members across South Africa are undoubtedly aware 
of the rocky road travelled regarding the proposed income 
tax changes applicable to retirement funds. Of the original 
proposals passed in December 2013, only one meaningful 
change was implemented with effect from 1 March 2016. 
The uncertainties during this period created a fair amount 
of confusion, with newspapers even reporting of individuals 
resigning in order to gain immediate access to their fund 
benefits out of fear that their benefits would be confiscated 
or forfeited. This is not true! No legislation was passed that 
changes your right of access to your lump sum benefits 
when you exit the Fund. The legislative change recently 
introduced deals specifically with the tax deductibility 
of contributions to the various types of retirement funds 
(pension, provident and retirement annuity funds).

With effect from 1 March 2016 the income tax deduction 
formula for contributions to pension, provident and 
retirement annuities became the same and amounts 
to 27.5% of the higher of members’ taxable income or 
remuneration. An annual contribution cap of R 350 000 

was also introduced which might affect high earners only. 
Your Fund’s total contribution rate (member plus employer 
contributions) is 27% and therefore within the limit of the 
new income tax deduction. In early 2016 the Fund issued 
a detailed newsletter reporting on this.

From a Fund rules perspective, I can report that the 
Fund’s consolidated rules, effective 1 March 2015, 
were registered by the Registrar of Pension Funds on 18 
March 2015.  Since the rule consolidation, five more rule 
amendments were passed by the Trustees and registered 
by the Registrar. These amendments can be viewed on the 
Fund’s website. The changes introduced by four of these 
rule amendments dealt with the payment of late-payment 
interest in specific instances, the restructuring of the Board 
of Trustees and the transitional arrangement for Trustees in 
office on 1 January 2016, making provision for what is 
generally referred to as “phased retirement” and the final 
conversion of the few remaining defined benefit members 
respectively. 

The fifth rule amendment introduces an in-fund living 
annuity option for retirees. The Fund will shortly share 
with you the details of this exciting new development 
around the payment of retirement benefits. At retirement, 

you will be allowed to secure a pension from the Fund’s 
living annuity pool on a very cost effective basis while 
still having access to the Fund’s favourable investment 
portfolios. The introduction of this benefit has necessitated 
some improvements to the Life Stage investment strategy 
with effect from 1 July 2016. All will be revealed shortly 
during employer and member education sessions during 
June and July 2016. Please share this with your fellow Fund 
members. 

Braam du Plessis, Simeka Consultants And Actuaries
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ADMINISTRATOR’S REVIEW 
The 2014/2015 Fund year will be remembered as a year of change for the Cape 
Joint Pension Fund.  Following months of preparation, the Administrator converted 
all but 28 active members from the DB Section to the DC Section of the Fund as at 
1 September 2014.

As at 30 June 2015 there were 1,555 active members and 4,186 pensioners in 
the Fund.

The Administration team is responsible for the processing of claims, month-ends, 
pensioner payroll, financial reporting, death claim investigations, as well as the 
processing of home loan applications, individual transfers, tax reconciliations, 
member and employer queries, pensioner queries, financial intermediary quotation 
requests and queries, risk option changes, underwriting requirements and a multitude 
of individual member data changes.

The total claims processed for the period 1 July 2014 to 30 June 2015

Withdrawal claims 63

Retirement claims 110

Death claims 14

Divorce claims 12

Funeral claims 35

John Wainwright, Verso Financial Services
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ACTUARIAL VALUATION as at 30 June 2015 
Sean Neethling, MMI Group Limited

The main objective of the actuarial valuation is to determine 
the financial condition of the Fund. The Actuary compares 
the value of the assets to the value of past service benefits 
and reserves. The valuation also reviews the investment 
returns and determines the level of pension increases that 
can be afforded.

The number of active DC Section members increased to 
1 521 as at 30 June 2015 mainly due to the conversion 
of most of the DB active members to the DC Section. The 
remaining DB active members have now also transferred 
to the DC Section – with effect from 1 April 2016 the Fund 
no longer has any active DB members.

There were 4 218 pensioners as at 30 June 2015 with 
total pensions in payment of R197 million a year. The 
average age of the pensioners is 75 years.

The Pensioner Account was 101.4% funded and the DC 
Section was 100% funded.  

The financial condition of the Pensioner Account and DC 
Section was as follows:
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30 June 2015 Investment returns allocated to Members’ Shares within the 
DC Section were as follows:
– Accumulation phase: 7.0% p.a.
– Consolidation phase: 12.0% p.a.
– Preservation phase: 10.4% p.a.
– Cash Plus phase: 6.2% p.a.

A bonus of 75% of monthly pension was granted to 
pensioners in December 2015. A pension increase, in line 
with the Fund’s pension increase policy, was awarded with 
effect from 1 January 2016. A pro-rata pension increase 
and bonus was applied in respect of pensions in payment 
for less than one year.

All the DB active members have converted to the DC 
Section. Overall the Fund is in a sound financial condition 
as at 30 June 2015.
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COMMUNICATION UPDATE
The 2014/2015 financial year was a busy one from a communication aspect. A number 
of member and pensioner newsletters were issued in order to keep both our members and 
pensioners updated on Fund issues and developments. Electronic HR newsletters were sent 
to the employers at the various local authorities every month in order to keep them up to 
date on trends and developments in the retirement industry and more specifically to inform 
them about the enhancements in member benefits and administrative processes.

Member education sessions were held at 21 local authorities within the Cape region between 
mid-July and mid-September 2015 at which the Fund’s benefit structure was communicated 
to our members. Feedback received from our members confirmed that they wanted more 
sessions to be held more often, easy access to up-to-date member share values and the 
ability for Councillors to join the Fund. We listened to these requests and implemented an 
online capability to enable our members to view their daily member share values and we 
amended our Fund rules to allow Councillors to join the Fund with effect from 1 June 2016.

We also changed our Communication Consultants with effect from 1 January 2016 when 
we appointed Old Mutual Corporate to assist the Fund in rolling out the Fund’s enhanced 
communication strategy. This exciting development has resulted in the Fund’s presence 
at face-to-face induction of new local authority employees, a re-commitment to schedule 
more education sessions (including financial wellbeing workshops where needed), the re-
branding of our Fund and the launch of our new mobi-friendly Fund website on 1 June 
2016. All will be revealed at our Annual General Meeting on Friday 27 May 2016 at 
Sanlam’s Head Office in Bellville at 9h00.

We would like to distribute our written communication over the short term electronically via 
e-mail and via SMS in order to ensure that all members and pensioners obtain important 
information timeously and cost effectively. Our request to you, our members, is for you to 
provide us with your contact details and to keep these details up to date. You can do this 
by simply contacting us – details below:

CONTACT US

Tel 021 943 5305

Fax 021 917 4115

E-mail support@capejoint.co.za

Physical address Belmont Office Park, Twist Street, Bellville, 7530

Postal address P.O. Box 4300, Tyger Valley, 7536

Website www.cjpf.co.za


