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HIGHLIGHTS 2016

Ä Fund renamed to LA Retirement Fund

Ä  All members transferred to the Defined Contribution section by 
1.4.2016

Ä  New mobi-friendly website launched and enhanced communication 
strategy implemented

Ä 166 claims paid, worth over R211m

Ä  Shari’ah investment portfolio established under member investment 
choice

Ä  Changed the default Life Stage investment portfolios to enable a 
seamless transition to the in-fund living annuity on retirement

Ä  Flexible funeral cover introduced for members

Ä  A focus on in-fund preservation

Ä  A pension increase declared equal to 64% of inflation on 1.1.2016

Ä  Discretionary pensioner bonus granted on 1.12.2016 - 50% of gross 
monthly pension

Ä  Pensioner funeral cover benefit introduced as a once off option for 
current pensioners

Ä  In-fund Living Annuity launched for retirees

Ä  Group funeral benefits for members who secure an in-fund living 
annuity

Ä Amended the Fund rules to allow Councillors to join the Fund

Ä New Councillor Trustee appointed on 1.12.2016

Ä  Appointment of a Fund Representative to assist the Communication 
Consultants and fulfill the counselling function as envisioned by 
National Treasury
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“A GOAL WITHOUT 
A PLAN IS JUST A 
WISH.”

Antoine de Saint-Exupery
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ABOUT LA RETIREMENT FUND 

The LA Retirement Fund (previously Cape Joint Pension Fund) is a Defined Contribution 
retirement fund offered specifically to local government permanent employees, contract workers 
and part-time employees. The Fund has existed for more than 70 years and boasts a proud history 
of strong investment returns, a choice of competitive death, disability and funeral benefits, and a 
financially sound pensioner pool. 

The Fund at a glance (as at 30 June 2016)
Active members 1 481
Deferred members 25
Pensioners 3 923
Assets under management: R3 999 billion

LA RETIREMENT FUND BENEFITS 

Retirement investment
To meet the diverse investment expectations and risk appetites of its members, the LA 
Retirement Fund (the Fund) offers an innovative Life Stage investment strategy that provides 
members with an appropriate balance of risk and return at different stages in their working life.  
Members may opt out of this default strategy.

To maximise the retirement savings of members, all employee contributions to the Fund are 
bolstered by additional contributions from the members’ local government employers as follows:

Monthly employee contribution 9% of pensionable salary 
Monthly employer contribution 18% of employee’s pensionable salary
Monthly councillor contribution 7.5% of pensionable salary
Monthly deemed employer 
contribution   

7.5% or 10% of councillor’s pensionable salaries
Councillors are required to structure their remuneration 
packages to ensure that the total contribution is not less than 
15% of their pensionable salaries

In addition to the above, members and Councillors may make additional voluntary contributions 
to the Fund.  This cost effective method of saving increases their overall retirement savings.

Death and disability cover
The Fund offers members a range of flexible death and disability cover options designed to suit 
their individual needs and budgets. 

Funeral cover
Irrespective of the death and disability cover options chosen by a fund member, they and their 
immediate family members automatically qualify for funeral cover. A range of flexible cover options 
are provided.  This includes a free repatriation benefit from anywhere inside the borders of South 
Africa to the place of burial. 
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Pension-backed home loans
Qualifying members have access to a pension-backed home loan scheme through which they 
receive surety for a home loan of up to 60% of their member share value.

In-fund living annuity
Recognising that the Fund has a responsibility to its members even after they retire, members 
have the option of moving some, or all, of their retirement savings into a flexible, cost-effective, 
trustee-endorsed living annuity provided by the Fund on retirement.



Members given option
 to transfer to the defined 

contribution 
Cape Joint Retirement Fund (CJRF)

Remaining DB members 
given another option to 
transfer to DC section.

Two provincial local
authority funds amalgamated 

into the Cape Joint Pension Fund.

More than 
18 500 members 

transfer to the CJRF.

Defined Contribution (DC) option established 
as compulsory fund option for all new members. 
Existing Defined Benefit (DB) members given the 

option to transfer to the DC section.
1 170 members transfer to the DC section.

Cape Joint Pension 
Fund established.

1943

1996

2003

2014

1980

1997

A brief history of 
LA Retirement Fund

2016
Fund name change to LA 
Retirement Fund, new website, 
new administrator’s mobile app 
introduced for secure access.

All remaining active DB members 
transferred to the DC section, 
meaning the Fund now only has 
DC members, DC retirees and 
DB pensioners. 

New councillor trustee appointed

Substantial benefit improvements including:
•  In-fund living annuity for retirees
•  Life Stage default investment option changes
•  Shari’ah investment portfolio provided as a 

member choice portfolio
•  Flexible funeral benefits for members
•  Group funeral benefits for members who 

secure an in-fund living annuity
•   Admission of councillors as members
• A focus on in-fund preservation
• Once-off pensioner funeral cover

7
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Introduction by 
THE CHAIRMAN 

The year 2016 was a year of many positive changes for the  
LA Retirement Fund. After more than 70 years as a leading and 
successful provider of retirement investment and risk benefit 
solutions for local government employees, the Cape Joint Pension 
Fund underwent a significant transformation, changing its name, 
slogan and logo. However, while the Fund has a more modern look 
that is more representative of its member base, it remains 100% 

focused on doing what it has successfully done for the past 70-plus years - and that is ensuring 
that its members have the best possible chance of achieving their desired retirement outcomes. 

This consistent commitment is behind the theme of this year’s Annual Report, which is “Focused on 
Your Future.” As will be evident from the contents of this report, the Fund and all those involved in 
its management remain absolutely focused on continuing to meet the needs of our members and 
their dependants, while also fulfilling our promise to our pensioners. As always, our members and 
pensioners remain at the very centre of every decision we make and every action we take. 

Evolving towards greater excellence
Over the years, the Fund has evolved into a dynamic Defined Contribution retirement investment 
vehicle for all its active members. Over the financial year under review, this evolution gained 
even more traction with the introduction of a number of innovative and cost-effective new and 
enhanced benefits, some of which were in direct response to member requests. This evolution 
process is far from over, and we look forward to unveiling more new and improved benefits 
during the course of the 2016/17 financial year. 

Member feedback regarding our refreshed, mobi-friendly website has been particularly positive 
and it is clearly delivering on its purpose to make it easier for members to securely connect with 
the Fund, wherever they are. Adding to this flexibility and convenience, the Fund’s administrator 
launched a new App late in 2016 that enables our members to view their personal fund 
information such as member share values, beneficiary nominations, etc. While this information has 
been available for some time via the Fund’s secure website, this new App technology enables our 
members to view their personal information from their smart phones – this is in response to the 
many requests we received for instant, secure access to personal information. 

We have also been responsive to pensioner requests for funeral cover and implemented a unique 
benefit specifically for our pensioners late last year.  All our pensioners were given a once-off 
opportunity to take advantage of this benefit, and going forward this benefit is available to any 
active member who elects to secure an in-fund living annuity on retirement.

Building relationships
One of the key objectives of the board of trustees remains to grow the Fund as a way of ensuring 
that our members are able to realise their desired retirement outcomes. We would not be able 
to achieve this without the collaboration and partnership of the local government authorities that 
are the employers of our fund members. 
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During 2016, we appointed a dedicated fund representative to help our communication 
consultants in implementing the Fund’s enhanced communication strategy. We have focused 
particularly on face-to-face engagements with employers and unions, as well as the training of their 
HR partners to ensure an in-depth understanding of the Fund’s value offering. 

This focus is undoubtedly paying dividends and we have been greatly encouraged by the support 
received from the employers during our site visits, which, along with our attendance at induction 
sessions, are a vital focus in our efforts to grow our member base. In the coming year, we will also 
be prioritizing the development of a comprehensive member education programme to help all 
our members maximise their potential to achieve the retirement they desire. 

The evolving retirement fund landscape
The board of trustees supports the main objectives of National Treasury’s draft retirement 
reforms and has worked tirelessly over the last year to ensure that the Fund is compliant with 
the proposed reforms. This legislation is aimed at fostering good fund governance, promoting the 
delivery of better value for money for members, and ensuring the provision of appropriate and 
effective retirement solutions. 

We can proudly confirm that the fund already complies with many of the retirement reform 
proposals including the following:

•  It offers a default investment portfolio (the Life Stage investment strategy) that is suited to 
our membership profile.

•  It provides a cost-effective in-fund preservation option for members who resign or who are 
retrenched or dismissed from employment.  Member share values can be retained in the Fund 
on termination of employment and these values can continue to grow with fund returns until 
the member requires their benefit at, or before retirement;

•  It offers a cost-effective in-fund living annuity.  Retiring members can secure a living annuity 
directly from the Fund. They are not required to pay any commission and they have access 
to free retirement counselling services from our fund Counsellor regarding their options. The 
in-fund living annuity also charges vastly reduced administration and investment fees than what 
retiring members would need to pay if they invested in other retail at-retirement products.

Reducing costs to maximise fund growth
The board remains committed to reducing the Fund’s total operational costs, as well as the costs 
relating to the provision of death and disability benefits without negatively impacting the value of 
those benefits in any way. To this end, the board took a decision in 2014 to reduce the number 
of trustees. This was initiated in 2015 when the number of member-elected trustees was reduced 
from three to two. It continued in 2016 when the councillor-elected trustees were reduced in the 
same way. 

As a result, the board now consists of nine trustees and this number will be further reduced 
to eight in 2018 when the number of pensioner trustees is reduced from three to two. These 
reductions will in no way impact on the roles, responsibilities or delivery of the board. The Trustees 
will continue to meet on a monthly basis to ensure the effective and efficient running of the Fund 
for the benefit of its members and pensioners. 
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A focus on investment performance
The Fund’s investment performance is a standing item on the agenda of the monthly board 
meetings. This includes discussions around month-to-month, and longer-term investment 
performance as well as an assessment of the Fund’s investment strategy to ensure that it is still 
relevant and appropriate. 

The board also receives expert guidance from the Fund’s asset consultants to ensure that the 
Defined Contribution cornerstones of robust, risk-adjusted and sustainable long-term investment 
performance are being achieved. 

The Fund invests its members’ money with top quality investment managers who in turn employ 
world-class investment professionals with proven track records for stable outperformance against 
their benchmarks over the long term. From a risk perspective, the strategy is one of adequate 
diversification of the Fund’s portfolio.  The Fund’s investment manager costs are uniquely low when 
compared to the industry.  This ultimately has a positive impact on members’ retirement savings.

While the Investment Review on page 15 of this report offers full details of the Fund’s investment 
performance over the past financial year, I must emphasise that 2015/16 was a very difficult 
investment period, characterised by global political volatility, extreme market movements and poor 
overall investment market returns. Despite these challenges, our investment approach remains 
focused on achieving long-term investment growth for our members and the board has made 
improved investment returns a priority focus area for the coming year.

That said, it is worth remembering that investment growth is, by nature, a long-term undertaking. 
The adage about such success being less about timing the markets and more about time in the 
markets certainly rings true during these volatile times. 

On the pensioner investment side, our liability driven investment (LDI) strategy, which underpins 
the pensioner’s portfolio, has once again achieved exactly what was intended and delivered on 
the Fund’s pension promise. The fact that the pensioner account ended up being 103.5% funded 
enabled the board to declare a 4% increase with effect from 1 January 2017, thereby exceeding 
its pension increase policy by some 4%. This came on the back of the granting of a discretionary 
bonus of 50% of pensioners’ gross monthly pensions in December 2016. 

Going forward, the board will be concentrating our efforts on further enhancing the pensioner 
growth assets. The aim is for these growth assets to achieve higher returns, which, coupled 
with the target of a fully funded market value position for pensioner liabilities, will allow us to 
continually improve the annual pension increases provided by the Fund. 

With gratitude
The LA Retirement Fund exists for our members and pensioners so my sincere thanks go to all 
of you for the trust you continue to place in the board in exercising its fiduciary duty to help you 
secure your best possible retirement outcome. 

Thank you, also to every employer that recognises the LA Retirement Fund as a value offering for 
their employees and who works with us to ensure that value is unlocked for them.
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Then, my sincere gratitude goes to all our service providers, from the asset consultants who 
guide our board to ensure that the Fund achieves the best possible investment returns, and the 
administrator who ensures the application of best practice processes, to the benefit consultant 
whose responsibility it is to ensure that the Fund operates within the boundaries of legislation 
and that innovative and cost-effective benefits are provided, and last but not least, the actuary and 
valuator who ensures that the Fund remains financially sound.

My heartfelt thanks, also, to my fellow trustees for their commitment, professionalism and effective 
leadership, and to our Principal Officer for her support and dedication in assisting the board to 
fulfil their fiduciary duty.  

Finally, I would like to express my special appreciation to those trustees who serve on the Fund’s 
Audit Committee for the additional time they invest into ensuring our governance excellence. 

The ongoing success of the LA Retirement Fund is most certainly the result of a massive team 
effort, and I consider it a privilege to be a member of that dedicated and committed team. 

Sakkie du Toit
Chairperson
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“PLANNING IS BRINGING 
THE FUTURE INTO THE 
PRESENT SO THAT YOU 
CAN DO SOMETHING 
ABOUT IT NOW”

Alan Lakeiny
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SUMMARISED FINANCIAL REPORT FOR 2016 

FINANCIAL RESULTS 
For the financial year ended 30 June 2016 

The main income and expenditure items for the financial year were as follows:

2016
R million

2015
R million

Accumulated funds beginning of period: 4 068 732 413 4 198 206 884

Plus: Income

Contributions – members and employers 82 173
Transfers received 1 0
Reinsurance recoveries 10 8
Net investment income 273 281
Other Income 12 3
Minus: Expenditure

Pension benefits 416 562
Transfers paid 0 0
Reinsurance premiums (Risk benefits reinsured) 14 14
Operating, administration and management 17 19
Accumulated funds end of period: 3 998 813 407 4 068 732 413

During the year under review, total Funds and Reserves - which is the total of the members’ 
and pensioners’ interests held in the Fund - decreased by R69 million. This is mainly due to the 
decrease in contributions resulting from the finalisation of the conversion from a Defined Benefit 
to Defined Contribution fund. 

The Fund once again received an unqualified audit report from Ernst & Young. 
The audited 2016 financial statements can be accessed on the LA Retirement Fund website at
www.laretirementfund.co.za

Melanie Engelbrecht
Verso Financial Services
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“I BELIEVE THAT 
THROUGH KNOWLEDGE 
AND DISCIPLINE 
FINANCIAL PEACE IS 
POSSIBLE FOR ALL OF US.”
Dave Ramsay
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INVESTMENT PERFORMANCE REPORT 

FUTURE-FOCUSED INVESTMENTS
As a Defined Contribution fund, members of the LA Retirement Fund ultimately carry the 
investment risk, and stand to benefit directly from any positive market and/or investment 
performance. 

To ensure that the Fund’s investment options meet the diverse needs and preferences of all 
its members, the default investment strategy is a Life Stage portfolio that has been designed to 
provide members with an appropriate balance of risk and expected return at the different stages 
of their working lives.

The contributions of members invested in the Life Stage strategy are automatically invested 
according to the number of years they have left until normal retirement age. This means that 
members in earlier stages of their career have their investments placed in more aggressive 
strategies in order to earn higher returns and grow their capital. Those who are closer to 
retirement (typically at age 60) are automatically shifted to less risky strategies that typically deliver 
lower growth, but offer greater protection of accumulated capital. 

Investment alternatives
For members who prefer not to be invested in the default investment strategy, the Fund also 
offers the option of investing directly in the portfolios underpinning the Life Stage accumulation 
(aggressive) and consolidation (moderate) phases. 

Members also have a further option to invest in a conservative, low-risk option known as the 
preservation portfolio or a cash plus portfolio, which is typically best suited to those who are very 
close to retirement and want minimal exposure to the possibility of negative returns. 

In the past financial year, the Fund also introduced a Shari’ah compliant portfolio that meets 
Islamic investment principles as well as the guidelines and standards set out, from time to time, by 
the Islamic Accounting and Auditing Organisation.

At-retirement investment
To enable an easy transition into retirement, the LA Retirement Fund also offers the option of an 
automatic at-retirement investment of some, or all, of a member’s accumulated capital into a living 
annuity provided by the Fund. 

2015/2016 INVESTMENT REVIEW
The backdrop - very challenging global markets
Average returns by both local and offshore markets have been considerably higher over the past 
decade than has been the case in the longer term. This was as a result of exceptional economic 
and business conditions, including sharp declines in inflation and interest rates from very high 
levels, as well as strong global GDP growth. 

By the end of 2015, many of these bullish trends had, however, run their course. The steep decline 
in interest rates has ended, GDP growth is set to be sluggish going forward, and inflation is likely to 
rise globally. As a result, investment returns will most likely be lower for the next 10 years.
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Members should not expect high double-digit performance numbers going forward as has 
been the case historically. The current market environment is more volatile and uncertain and 
we encourage our members to invest for the long term, as we do, and not to put focus on the 
shorter-term performance numbers.

The table below outlines the returns generated (capital growth and dividends and income) over 
the past 115 years, past 10 years and past 5 years to demonstrate the above. It is clear that 
we have experienced a wonderful decade of strong market performance but such cannot be 
expected going forward. 

SA Equity 
Market

SA Bond 
Market

SA Cash SA Property MSCI Index

n Last 115 years                 n Past 10 years                 n Past 5 years                 

* Shorter history for foreign equities (45 years) and local property (35 years).
Source: Deutsche Bank, INET BFA, Triumph of the Optimists – Dimson, March and Staunten

18%

16%

14%

12%

10%

8%

6%

4%

2%

0%

Having faced strong headwinds throughout 2015, the world economy failed to attain much higher 
growth momentum during 2016. 

Adverse factors included:
• Highly volatile equity and currency markets, 
• Deflationary risks in most parts of the globe, 
• Monetary policy normalisation in the United States, 
• The slower Chinese economy, and 
• Macroeconomic and geopolitical uncertainty in many countries. 

The South African economy has also faced serious challenges. Economic growth has slowed to the 
lowest rate since 2009, while the worst drought on record aggravated the situation as agricultural 
GDP contracted, delivering its worst performance in 20 years. 

As a result of these and other factors, the JSE All Share Index produced a dismal return of 3.83% 
over the 12 months ending June 2016.  This was especially disappointing, given that the local equity 
market only yielded 4.79% over the same period to June 2015. To put this in perspective, local 
listed property yielded strong returns of 11.04%, while government bonds and cash only returned 
5.24% and 6.85% respectively. Put simply, it has been a tough two years on the investment front. 
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Even the MSCI World Index, which reflects the developed world’s largest companies, had a 
negative year in dollar terms. It yielded -2.78%, but this was offset somewhat for SA’s international 
investors as the rand weakened by 20.78% against the USD over the same period. 

Fund performance
The performance by the various investment strategies of the LA retirement Fund is provided in 
the table below:

July 2015 – June 2016
Accumulation 6.7% Preservation 6.5%

CPI  + 6% target 12.6% CPI  + 2% target 8.4%

Consolidation 6.0% Cash Plus 9.4%

CPI + 4% target 10.5% CPI + 1% target 7.9%

Risk-profiled solutions
Although the Accumulation, Consolidation and Preservation risk-profiled solutions 
underperformed their respective long-term targets over the 2016 financial year, it is important to 
assess such short-term performance in the context of very poor broader market performance. 
Local equities and bonds make up the majority of the Fund’s investments, and these only delivered 
returns of 3.8% and 5.2% respectively over the 12 months. Seen in this context, while the Fund’s 
risk profiled solutions were low in absolute terms, relative to overall market performance, the 
performance was satisfactory.

Viewed over the longer term (from inception in July 2014 to January 2017), all the Fund’s Defined 
Contribution risk-profiled solutions have outperformed the average returns generated by other 
municipal pension funds with similar risk profiles as well as the South African conservative-, 
moderate- and high-risk unit trust peer averages. This outperformance of the Fund’s DC risk-
profiled solutions relative to relevant unit trust averages is significant in that it reveals the potential 
value available to retiring members who invest in the Fund’s in-fund living annuity offering.

Cash Plus
The Cash Plus portfolio, which is a stand-alone investment choice handsomely outperformed 
its cash plus 1% target, yielding 9.4%. This is a very solid return when one considers that an 
investment in a bank account over the same period would have yielded around 6%. 

Pensioner Portfolio
The Pensioner Portfolio is managed in terms of a Liability Driven Investment (LDI) strategy, which 
aims to track the pensioner liability. As at 30 June 2016, the portfolio yielded 5.41%, thereby 
enabling the trustees to grant pension increases on both 1 January 2016 and 1 January 2017, that 
were in line with the Fund’s pension increase policy. Both the 2016 and 2017 increases equated to 
64% of inflation at the time they were awarded, which is slightly higher than the target of 60%.  
In addition, discretionary bonuses of 75% and 50% of gross pensions were paid in both December 
2015 and December 2016.

Looking ahead
We expect global and local equity markets to trend slightly higher over the next 12 months and 
are therefore broadly supportive of relatively risky assets - but in a guarded way. Despite this 
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measure of positivity, we are again expecting low returns from traditional asset classes such as 
cash, bonds, property and equities. Our outlook is unlikely to change until we see more favourable 
valuations across most investment markets. Therefore, achieving the performance targets of the 
risk-profiled solutions will again be challenging for the next 12 months.

Most asset classes will produce more muted returns than were achieved over the past decade. 
Over the next 10 years, total investment returns including dividends and capital appreciation will 
be lower than over the past decade. 

We expect low returns from asset classes given the following issues:
• Elevated valuations of our local and many other equity markets.
• Limited upside potential for corporate earnings from current levels.
• Limits to economic growth potential.

So, while real returns (relative to inflation), for growth assets like local and offshore equities have 
been close to 5% in the past, we expect lower real returns going forward. 

Last 10 years Future 10 years 
(expected range)

Local Equity 4.6% 2% - 5%
Gobal Equity 4.8% 3% - 6%
Local Property 9.3% 2% - 6%
Local Bonds 1.7% 2% - 3%
Global Bonds 4.2% -2% - 0%
Local Cash 1.0% 1% - 2%
Inflation 6.3% 6% - 7%

It is likely that the next three years will be even tougher for investors than the past three years 
have been. We will, however, continue to seek optimal, risk adjusted, performance for our 
members through our diversified, disciplined and guarded investment approach.

Duncan Theron
Grayswan Investments
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“A GOOD FINANCIAL PLAN 
IS A ROAD MAP THAT SHOWS 
US EXACTLY HOW THE 
CHOICES WE MAKE TODAY 
WILL AFFECT OUR FUTURE.”

Alexa von Tobbel
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ADMINISTRATION REVIEW 

As confirmed in the 30 June 2016 financial statements, there were 1,481 active members, 25 
deferred members and 3923 pensioners in the Fund.  

The 2015/16 financial year saw the completion of the restructuring of the Defined Benefit section 
of the Fund. The remaining 20 active DB members were transferred to the DC section on 1 April 
2016..  As from this date, the Fund has only DC members, DC retirees and DB pensioners.

Member support
From 1 January 2016, the administrator assumed responsibility for the Member Support Service 
Call Centre, which receives approximately 450 to 600 calls each month. 

A number of benefit improvements were implemented by the Fund in the year under review, 
requiring responsiveness from the administration team and its IT systems to implement the new 
requirements. The new and improved benefits also resulted in an increased number of calls from 
members who needed help with submitting their option changes.

Claims
The administration team is responsible for the processing of claims, month-end reconciliations, 
pensioner payroll, investing and disinvesting, financial reporting, and death claim investigations.  
The team also processes home loan applications, individual transfers, tax reconciliations, quotation 
requests and queries, risk option changes, underwriting requirements and a large number of 
individual member data changes. 

The following claims were processed for the period 1 July 2015 to 30 June 2016:

Withdrawal claims 45 R56 533 733
Disability claims (lump sum only) 3 R2 557 445
Retirement claims 67 R124 717 160
Death claims 11 R19 503 273
Divorce claims 19 R7 578 192
Funeral claims 21 R350 000

Desiree Morreira
Verso Financial Services
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ACTUARIAL REVIEW 

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, 
reviews the investment returns, and determines the level of pension increases that can be 
afforded.

As at 30 June 2016, there were 1 481 active members in the DC section of the Fund, a total of 3 
923 pensioners and 25 deferred pensioners. The average age of the pensioners is 75.8 years and 
total pension payments amounted to R192 million for the year under review.  These numbers are 
confirmed in the financial statements. 

The membership numbers reflected in the Fund’s valuation report differ slightly to the above as 
the emphasis of the valuation report is to report on fund liabilities and the members are grouped 
differently for this purpose.

The financial condition of the Pensioner Account and DC section was as follows: 

Pensioner 
Account

DC Section

n Assets

n Past service benefits and reserves

n Surplus

2500

2000

1500

1000
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0
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R
 m

ill
io

n

The Pensioner Account was 103.5% funded and the DC section 100% funded.  

Investment returns allocated to Members’ Shares were as follows:

Accumulation Portfolio 6.7% p.a.
Consolidation portfolio 6.0% p.a.
Preservation portfolio 6.5% p.a.
Cash portfolio 9.4% p.a.

A pension increase of 4% effective 1 January 2017 was awarded. A bonus of 50% of monthly 
pension was granted to pensioners in December 2016. Pro rata pension increases and bonuses 
apply for pensions in payment for less than one year.

Overall the Fund is in a sound financial condition.

Sean Neethling
MMI Group Limited
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“EDUCATION IS THE 
PASSPORT TO THE FUTURE,  
FOR TOMORROW BELONGS 
TO THOSE WHO PREPARE 
FOR IT  TODAY”

Malcom x
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FOCUSED ON GOOD GOVERNANCE 

The LA Retirement Fund places a priority on being well managed and complying with the rules 
and laws that govern retirement funds in South Africa. 

The Board of Trustees
A board of trustees (the board) oversees the Fund with a mandate to manage the Fund and 
make decisions regarding its investments, benefits and structures. All such decisions are made with 
the best interests of the Fund’s members in mind. 

At least 50% of the members of the board are elected by fund members and pensioners, ensuring 
that they enjoy adequate representation and have the opportunity to provide input into all board 
decisions and actions. 

The remaining 50% comprises of trustees appointed by local authorities and additional trustees 
who may be independent. They are appointed to the board based on the value of their 
experience and their ability to add value to the lives and futures of the Fund’s members. 

As at 30 June 2016, the board of trustees comprised the following members:

Mr S du Toit
Chairperson
Member of the Audit committee
Term ends 2018

Ms M van Zyl
Member/Deputy Chairperson
Member of the Audit committee 
Term ends 2020

Mr HF Botha
Additional
Chairman of the Audit committee
Term ends 2019

Mr DL Carstens
Member
Term ends 2019

Mr PW Esterhuizen
Pensioner
Term ends 2019

Mr WR Meiring
Employer Councillor
Member of the Audit committee
1st term ended on 30 November 2016 - Breede 
Valley local authority nominated Mr Meiring for 
a second term. His current term commenced on 
1 December 2016 and ends in 2021

Mr S Philander 
Employer Councillor
Term ends 2021
The City of Cape Town appointed Mr S 
Philander.  Mr Philander’s term commenced on 1 
December 2016

Mr JAH van den Berg
Pensioner
Term ends 2018

Mr J van der Merwe
Pensioner
Terms ends 2018

Mr D Venter
Employer Councillor
Term ended 30 November 2016

Mrs Ilse Hartlief
Principal Officer
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The roles and responsibilities of the board
In addition to having the responsibility to oversee and manage the Fund on a daily basis, the board 
is also required to perform the following functions:
• Assess, select and monitor investments and investment managers.
• Communicate with members about all matters regarding their fund.
•  Make decisions regarding the beneficiaries of death benefit payments of members who have 

passed away while still employed.
• Help resolve any disputes lodged by members about various aspects of their fund.
•  Know and understand the rules of the Fund and be aware of any changes to the law governing 

the Fund.

To help it deliver these outcomes, the board is permitted to call on the services of various 
external experts and consultants. In such instances, however, the trustees always have the final say 
and are fully accountable to members for all decisions and actions taken by the board.  

The Principal Officer
The board of trustees is assisted by the principal officer in running the Fund. The Principal 
Officer fulfils a strategic, executive and compliance function.  The principal officer is responsible 
for ensuring that all decisions taken by the board are actioned and that all the Fund’s service 
providers fulfil the conditions of their contracts and mandates.

Fund rules and legislation
The Rules of the LA Retirement Fund define how the Fund works, they specify the contributions 
and benefits, and they detail the management structure. These Fund rules are amended from time 
to time to keep them up to date with benefit improvements and legislative changes. Any such 
changes have to be approved by the Financial Services Board (FSB) and are communicated to 
members.

Legislation affecting the Fund
The Fund is governed within a legal framework that is defined by several pieces of legislation, 
the most notable of which are the Pension Funds Act, 1956 and the Income Tax Act, 1962, as 
amended. 

In addition, the Fund complies with all relevant requirements of the following Acts:
• The Labour Relations Act
• The Employment Equity Act
• The Financial Institutions (Investment of Funds) Act
• The Long Term Insurance Act
• Promotion of Access to Information Act
• Protection of Personal Information Act
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“YOU CAN ESCAPE THE 
RESPONSIBILITY OF 
TOMORROW BY EVADING 
IT TODAY.”

Abraham Lincoln
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Report by the 
PRINCIPAL OFFICER 

The board of trustees is responsible for setting and steering the 
strategic direction of the Fund (as embodied in the Fund’s mission 
statement) and for approving the policy that gives effect to the 
strategy. It is also ultimately accountable for the performance of the 
Fund.  My duty as Principal Officer is to assist the Board of Trustees 
in running the Fund. I monitor the implementation of strategy and 
report back to the board.

Good governance
The board continues to focus on the application of sound governance practices in the running 
of the Fund. It has ensured compliance with specific Pension Fund legislation and the King Codes 
I, II and III, as well as the latest King IV Report on Corporate Governance for SA. This latest King 
report emphasises that good leadership, underpinned by good governance, must be an explicit 
part of everything the board does.

Ethics
The board is committed to fostering an ethical Fund culture. Every trustee is required to sign 
the Fund’s Code of Conduct, confirming their acceptance of the fundamentals of integrity, 
competence, responsibility and accountability. The trustees are also required to declare any 
conflicts of interest, recuse themselves from decision making in the event of a conflict arising, and 
take whatever actions are necessary to remove or manage such conflict. 

The Fund’s service providers, including all investment managers, are also required to complete 
a declaration every six months to confirm that they have not benefitted directly or indirectly 
from their association with the Fund other than the agreed compensation they receive for their 
services. 

Growing board competency levels
Various policies have been drafted to assist the Board in fairly exercising their responsibilities. 
The Trustee Training policy ensures that the board subscribes to constantly improving their 
competency levels, which ensures better decision-making.

Controls
The board is of the view that specific controls can be appropriately delegated provided the board 
is kept informed of the effectiveness of such controls. The board may delegate functions, but it 
retains accountability for those functions. 

Towards the end of 2016, the board took the decision to disband the Corporate Committee and 
assume the functions it fulfilled directly. The board has also taken over the risk function that was 
previously performed by the Audit Committee as risk management and compliance spans the 
entire running of a fund and it is therefore the duty of the entire board to document, monitor and 
manage the identified risks.  This is also in line with the board’s previous decision to disband the 
Investment Committee in favour of the entire board focusing on investment performance.
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Audit committee
Effective controls have been put in place and the Audit Committee fulfils an advisory and 
monitoring role.  It reports directly to the board and its functions include reviews of: 
• the annual expense budget, annual financial statements, audit report and management report; 
• the appointment of the external auditor ; and
•  The quality and effectiveness of the external audit process and the administrator’s internal 

audit plan and report as it impacts the Fund. 

Good corporate citizenship
The board is of the view that sustainable development is an intrinsic part of the Fund’s value 
creation process. In this regard, the board is proud to be a signatory of the United Nations 
Principles for Responsible Investments (PRI). These international principles are in line with South 
Africa’s Code for Responsible Investing (CRISA).  Compliance with the PRI requires the board to 
incorporate sustainability considerations, including environmental, social and governance (ESG), 
into its investment analysis and investment activities as part of the delivery of superior risk-
adjusted returns for the Fund’s members and pensioners.

Performance review
It is important for the board and the Audit Committee to review their own performance. To 
this end, the board conducts an annual assessment during which all trustees must review their 
collective performance, as well as that of the Chairperson, the Principal Officer and Fund’s service 
providers. The Audit Committee undertakes an evaluation of its own performance and this 
assessment is made available to the board. 

Ilse Hartlief
Principal Officer



“FINANCIAL FREEDOM IS 
FREEDOM FROM FEAR”

Robert T Kiyosaki
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LEGAL AND TECHNICAL REVIEW 

The year ending 30 June 2016 was filled with legislative, compliance and governance activities. The 
retirement fund landscape is very dynamic, and the Fund takes a proactive approach to complying 
and aligning itself with all legislative requirements. 

The Fund’s actuary has reported on the Fund’s healthy financial position and the Fund’s 
accountant has confirmed an unqualified audit report. These statutory reports were submitted 
within the prescribed periods, which is important as these are effectively independent assurances 
of efficient financial control. 
 
From a legislative perspective, the most meaningful change that occurred over the reporting 
period was the new income tax dispensation for retirement funding contributions, which took 
effect from 1 March 2016. At that time the Fund communicated extensively around the detail and 
encouraged members to take advantage of the unique opportunity presented by the legislative 
changes to enhance their member share values through additional, tax-efficient, contributions to 
the Fund using the voluntary contribution system.  
 
As of 1 July 2016, the Fund has introduced a cost-effective in-fund living annuity option for all 
retiring members. An in-fund preservation option was also formally introduced for members 
leaving service prior to retirement. These individuals have the option to remain members of the 
Fund and continue to benefit from the very favourable investment management fee structure, 
sustainable investments and sound governance practices it offers. Given that the world is entering 
a period of lower investment growth, such cost savings will play an increasingly important role in 
the growth of fund members’ retirement savings and the pension payments that they receive.
 
In the period under review, the board passed four more rule amendments, and these were all 
approved by the Registrar of Pension Funds: 
•  Rule amendment 6 recorded the Fund’s name change, effective 1 June 2016, and the in-fund 

living annuity option was expanded to allow the spouses of members who die in service to 
transfer their proceeds to the annuity option. 

•  Rule amendment 7 introduced the preservation option (also effective 1 July 2016). 
•  Rule amendment 8, which was effective as of 1 June 2016, clarified the fact that a councillor 

trustee cannot be a member of the Fund. Councillors may join the Fund as members, but 
councillors appointed or elected to the board of trustees cannot also be members of the Fund. 
This ensures their independence at board level.

•  Rule amendment 9 changed the composition of the quorum for the board of trustees. This is 
aimed at making it easier to achieve a quorum and to prevent a situation where meetings are 
unconstituted as a result of emergencies preventing trustees from attending.

 
Please visit the Fund’s website (www.laretirementfund.co.za) where the “Governance” link will 
provide you with more detail on the items discussed in this review.

Braam Du Plessis
Simeka Consultants and Actuaries



30

COMMUNICATION REVIEW 

The LA Retirement Fund recognises that communications with all its stakeholders, and particularly 
its members and pensioners, is essential for its continued success as a trusted financial partner.

Old Mutual Corporate Consultants were appointed as the Fund’s Communications Consultants at 
the start of 2016, and immediately set to work, in partnership with the board, to deliver the Fund’s 
enhanced communication strategy. 

The 2015/16 financial year proved to be an extremely busy period in terms of communications 
as the Fund underwent a number of significant changes and launched many exciting new and 
enhanced products - all of which had to be effectively and timeously communicated to members. 

The most notable event in 2016 was undoubtedly the change of name and visual identity for 
the Fund.  The transformation of the Fund’s name, logo and pay-off line presented a unique 
opportunity to engage with members to demonstrate that their Fund remains relevant, 
contemporary and highly effective in helping them achieve their retirement savings goals. 

The name change required a massive collaborative effort and, from a communications perspective, 
also presented an opportunity to overhaul the website to ensure the valuable information it 
contains is easily accessible and user friendly. 

Apart from this intensive communication campaign around the refreshed fund identity, there were 
numerous other communication initiatives over the period, including the following:
•  Pensioner communication via email and post - these communications have previously only 

been sent via physical mail, but we are working to move as many of the Fund’s pensioner 
communiques to email, in an effort to ensure efficient delivery and reduce postage costs. 

•  Member communication via email and SMS - We continue to work towards communicating 
with as many fund members as possible by means of email and SMS channels as these are 
more time- and cost-effective. To achieve this, we require up to date member contact details 
and we are proactively working to encourage members to update these details via the various 
secure online channels or the call centre.

•  Engagement with local authority HR departments - Employers are our partners in 
delivering the benefits of the Fund to members. We remain in constant contact with the HR 
departments of employers to keep them updated on all fund developments. We also engage 
regularly with the HR departments to establish ways in which we can work together for the 
benefit of fund members. 

•  Attendance at induction sessions - After extensive engagement with the City of Cape Town 
HR department, the Fund now has a representative in attendance at all the City’s induction 
sessions. We aim to broaden our attendance at other induction sessions offered by other local 
authorities as and when the need arises.  These initiatives have the potential to significantly 
grow fund membership over time. 

•  Fund Counsellor - We also work very closely with the Fund’s Counsellor in understanding 
the needs of members and ensuring that our fund communication further assists members in 
understanding their choices.
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The coming year promises to be even more exciting for the Fund and its members with many 
new and enhanced features and benefits on the cards. Planning is well underway for member 
education and retirement planning sessions, details of which will be communicated to members in 
due course. 

From a communications point of view, we look forward to keeping our members informed about 
these sessions, and all other fund developments, and helping them to harness all aspects of their 
fund to maximise their financial security.

Valerie Nelson
Old Mutual Corporate Consultants



CONTACT DETAILS

Physical address: Belmont Office Park
 Twist Street
 Bellville
 7530

Postal address: PO Box 4300
 Tyger Valley
 7536

Tel: 021 943 5305
Fax: 021 917 4114
e-mail: support@laretirementfund.co.za
website: www.laretirementfund.co.za 
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