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CHAIRPERSON:  …it is fast so hopefully in between we’re going to get the 

correct time.  It is 9 o’clock and we must start our proceedings.  ‘Goeie môre’, 

‘molweni’, good morning, I want to extend a hearty word of welcome to all 

delegates, service providers and Members of the Board of Trustees to this, the 

33rd Annual General meeting of the Fund.  It is heart-warming to see so many 5 

delegates here especially those from afar ‘en ek het met ŉ paar manne gesels 

hulle kom van ver af, Breërivier’, George ‘en’ Michelle ‘sê vir my ons vriend van 

Oos Londen is ook hier ek sien hom nog nie.  Daar's hy’.  A special word of 

welcome to you, Sir, your special efforts to attend this AGM I really appreciate it.  

I would like to tender the apologies of Mr Piet Esterhuizen, pensioner Trustee, 10 

and Mrs Ilse Hartlief, principal officer who both underwent surgery.  We wish 

them a speedy recovery.  I also would like to tender the apology of 

Councillor Marie de Klerk of Mosselbay who is not in a position to attend today.  I 

now call upon Mr John Langford, Fund representative to open the meeting with 

reading from the scripture and offering a prayer.  John, please? 15 

MR LENFORD:  Thank you, Mr Chairman. 

 

SCRIPTURE READING AND PRAYER 

 

CHAIRPERSON:  Thank you very much, Mr Lenford.  The Notice convening the 20 

meeting has been circulated.  I’ve checked with the registration desk, there is a 

quorum present so I duly declare the meeting constituted.  We now move to 

item 3 on the Agenda which is the confirmation of the Minutes of the 

32nd Annual General meeting.  These Minutes have also been circulated to 
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delegates so can I get a proposal that the Minutes be adopted as being correct?  

Mr Herman Botha proposes.  Is there a seconder?  Mr Danie Carstens seconds.  

There are no comments so we adopt the Minutes as a correct version of what 

happened at the meeting.  I would now like to hand over the chair to the Deputy-

Chair, Mrs Michelle van Zyl to chair the meeting for the next item please.   5 

MS VAN ZYL:  Morning everyone and I'd like to ask the Chairperson to come up 

and present his address.  And can I just say that in item 10 there is place for 

questions.  So if you would like to ask any questions to the Chairperson or any of 

the presenters we'll hold back until that item.  So, please make a note if there is a 

question.  Thank you.  Mr Du Toit? 10 

 

CHAIRPERSON’S ADDRESS 

 

MS VAN ZYL:  I think we owe him a clap.  You will also learn that our current 

Chairperson on my right-hand side is also a keen cyclist and so you'll see in your 15 

booklets you'll have a little cyclist, but I think you don't see him there, he's a bit 

faster than that page.  So, we thank Sakkie for a wonderful opening address and 

now we'll bring the different providers up and we will join the rest of you in the 

audience.  Thank you.   

CHAIRPERSON:  Ja, as I indicated Duncan is the first victim.  Please, Duncan? 20 

MR THERON:  Good morning everyone.  Thank you, Chairperson and Chairlady.  

I have to say that Mr Du Toit is actually a mean cyclist, he's not a keen cyclist.  

I’ve seen him in action.  It’s a great privilege for me to be here this morning.  It’s 

always for me a highlight of the 12 month to give you an investment overview.  I 
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think the picture that Mr Du Toit has provided so far it’s been a tough 12 to 

24 months if you just look at the markets.  I call it it’s been a year of black swans.  

Now, I don't know how many of you know what a black swan is in investment 

terms, maybe I should tell you what it is.  So, I want to tell you a story.  One day a 

turkey is born.  Every single day the farmer feeds the turkey and the turkey gets 5 

fatter and fatter every single day.  As you can see it’s a one way up as he picks 

up those nice kilograms.  The turkey thinks the farmer loves him because he 

feeds him every day, he gives him love.  And then one day on the 

24th of December or maybe the 25th of December if he's lucky, the farmer chops 

off his head and he's dead.  For the turkey that was a black swan event, this 10 

should have never ever happened.  However for the farmer this was an event that 

would have definitely have happened, this is no black swan event.  It was a 

guarantee.  And I draw this analogy because if you just look at the markets in the 

last 12 to 24 months, for some this was a black swan event, this should have 

never happened.  If you ask Mr Trump this was a guarantee.  He was always 15 

going to win.  If you look at the market experts and these are the people that 

supposedly understand politics and have followed the Clinton saga on a daily 

basis extensively, you can see a lot of the well-known names there that I think 

Post has been in the news for the wrong reasons.  The New York Times, CNN, 

basically 90% of all these experts were still calling Clinton to win the day before 20 

the election.  What happened?  Trump was elected, a black swan event.  What 

happened to the markets that morning?  The markets tanked, dropping 5%, which 

is a significant drop in Dollar terms?  It only took three or four hours and the entire 

investment market actually realised that Trump is not a bad thing and since then 
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we’ve had one the strongest bull markets ever.  It just kind of just points to what 

the Trustees and us as investment advisors had to work through in the last 

12 months.  These are not normal markets and it’s been a period of lots of black 

swans, not only Trump but also Brexit.  If you think at the beginning of the year 

the exit of the United Kingdom out of Europe, that was a complete black swan 5 

event, nobody expected that and then Trump.  And there were a lot of fears in the 

market just looking at all the further elections, firstly in the Netherlands.  

Fortunately the result there was positive for them to stay in the Euro and then we 

had to all wait for France again fortunately a positive result, they're going to stay 

in the Euro and now we have to wait for Germany.  That will hopefully also be a 10 

positive result.  But what we’ve experienced is a down rate to junk by S&P and 

Fitch, these are worldwide credit agencies, of our local credit and now we await 

Moody’s which will probably be in the next few weeks.  If they downgrade us to 

junk our local currency then we will be in trouble.  So, we’re all sit with bated 

breath waiting for that.  So, that will hopefully not be a black swan and hopefully 15 

we’ll get some good news out of that.  And then finally, in the – because we know 

we have the national elections of our, who’s going to be the next President.  So 

again it’s something that we have to wait for, but I mean in layman’s terms we’re 

managing investments in an environment of snail growth as per the picture.  

South Africa’s growing at less than 1%.  We need about 5% to create enough 20 

jobs for this country to move forward and to prevent an Arab spring type of event.  

So growth is absolutely critical for us and we’re not getting such.  The further 

picture there on your right is the fiscal cliff that you may have heard of that the US 

has just been printing money and becomes more and more indebted, and that's 
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dangerous.  So the US is on a cliff and then we had Trump and then you see the 

oil bounce.  So, oil dropped from if you can recall about 120 Dollars down to 

40 Dollars.  It’s back up to about 55 Dollars.  A lot of countries are big oil 

exporters or oil consumers and this has a major impact if you look at Nigeria, it’s 

always the biggest country in Africa and suddenly they’ve lost half of their output.  5 

So, these are the things that impact the market.  And on the bottom right is the 

FTSE, the FTSE is the UK stock exchange obviously impacted by something, the 

Brexit that lost about 20%.  So, those are some of the offshore markets.  What 

happened locally?  Well we’ve seen well definitely one black swan event which 

was NENEGATE this just over a year back, nobody expected NENEGATE to 10 

happen.  And then the subsequent cabinet reshuffle I think was less of a black 

swan because it was more expected.  Everybody knew this was coming.  We just 

didn’t know when it was coming.  I think the black swan to it was the materiality of 

it, that there were like 30 people just in a – the biggest cabinet reshuffle of all 

time.  This graph depicts the performance or the yield of Government bonds.  15 

Now Government bonds in South Africa, more than 50% of our bonds are owned 

by foreign investors.  And when there's bad news in our markets or surprises our 

markets react and when interest rates goes up, capital goes down,  So there's an 

inverse relationship.  And you can just see the NENEGATE, what happened 

overnight is that our yields jumped by 1%.  So the cost of capital for our 20 

Government to borrow money to put into education infrastructures suddenly 

jumped by 1%.  For an investor that’s put money into our Government bond 

markets a 1% actually translates into a 10% capital loss.  It’s was the biggest 

capital drop in our bond market history.  And we have one of the 10 most liquid 
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and best bond markets in the world.  So, it was a material event.  Subsequently if 

you look at the cabinet reshuffle, you can see that the increase in rates was not 

nearly as much because it was expected.  But that is of concern to us because I 

think the market has become so used to these things that maybe the market is 

becoming very, very complacent.  And therefore I think if we do find bad news 5 

from Moody’s in the next month, our market may be incorrectly priced and we 

may see more downsides.  We really have to hold thumbs that we have some 

good news.  The sad news is really that if you look at South Africa, we were 

always a premier league country if you listened to a guy like Clem Sunter.  He's a 

visionarist and suddenly at our current presidency you can just see what has 10 

happened with our credit and we are now officially junk status with our foreign 

bonds.  Our local bonds are still above junk, but if we get rated one step down, 

then that will also be junk and then we’re in trouble.  Countries that have lost their 

investment grade for example Brazil and others it’s taken them on average seven 

to eight years to regain their investment status.  What does investment status 15 

means?  The biggest foreign investors, the big offshore pension funds, the big 

offshore endowments that's got trillions of US Dollars, they are only allowed to 

invest in investment grade credit.  If we fall outside of investment grade, they 

cannot invest in this country.  They are forced to withdraw their money out of our 

country and put it elsewhere in investment grade bonds.  And that's the risk that 20 

we stand.  At this point we’re still okay, but next month will define what the route 

will be going forward.  So, the Chairperson has alluded to the market 

performance and yes, it’s been a very, very difficult period.  If you just look at, 

let’s look at equities.  You can see there in the further column, just look at the last 

mailto:medcom@iafrica.com


33
RD

 ANNUAL GENERAL MEETING OF THE LA RETIREMENT FUND 

_____________________________________________________________________________ 

_____________________________________________________________________________ 
HELD AT:  CR LOUW LECTURE HALL, SANLAM HEAD OFFICE, STRAND RD, BELLVILLE                    26 MAY 2017 

TRANSCRIBED BY:  TGI, TEL & FAX: +27 021 9301034/012 377 0140, E-MAIL: medcom@iafrica.com 
 

7 

two years, 2.33%.  Now this is the asset class that gives you the best chance to 

grow your retirement monies in real terms meaning to outperform inflation that 

you become wealthier every single year.  Our equity markets have given about 

inflation plus 8 or 9% over the last hundred years, but in the last two to 

three years it’s been very, very difficult.  And the majority of your assets is 5 

invested in equities to generate real returns.  If you look at your accumulation 

portfolio, we are targeting at inflation plus 6%.  Now how do we get to inflation 

plus 6%?  If the asset class that's supposed to give you the growth has given you 

2% in the last two years and four and a half percent the last year, we’re targeting 

a return of 12%.  That's how difficult it’s been and you can just see over the last 10 

two years whether you invested in bonds, property, equity, it’s been a hard slog.  

A lot of people say but we should have just put our money in cash.  That's fine, if 

you put your money in cash in the last two years, one years you would have done 

better, but just look at the let’s say the last three year numbers.  If there's just one 

good equity year, next time you look equities it performs in line with cash or even 15 

better.  Look at listed property, 13%.  So you've got to be in the market at all 

times, you have to put your money in risky assets to grow in real terms.  The key 

is when the markets are under stress and when you see negative numbers to 

protect that capital and it’s something that the Fund’s done really well and I’ll 

show you a little bit later.  So, there's the markets, its gone nowhere slowly like 20 

that TV program and we kind of expected to plug along like this for maybe the 

next year until we really see direction.  If you look at just the various sectors, 

we’re all familiar with our market is typically driven by resources companies and 

you can just see there over the last three years, negative returns from resources 
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companies.  And the last year it’s – over the last six months rather, it’s rebounded 

suddenly.  But it’s been a dismal story really for now the last 10 years and we 

need resources to do well.  We need China to do well, we need China to grow so 

they can import more of our resources and China’s been kind of just moving 

sideways.  But there's been a few stars, I mean the one is Naspers for example, 5 

it’s the largest company on the stock exchange.  It’s actually the largest company 

if you look at all the emerging market stock exchanges, which just makes us 

prouder South Africans because we’ve got phenomenal corporates.  It’s been a 

phenomenal stock, but if you just look at that red line, it’s a very volatile stock.  If I 

just look at the last period, it dropped 30% and it’s regained 30%.  So, we can’t 10 

put all your assets in a stock like that, we can only put a small amount of your 

assets in that stock.  What's important here is the blue line is the stock market, 

you can see the stock market’s kind of have gone nowhere, but this one stock 

that makes up 20% of our stock market has shot the lights out.  So, if you haven’t 

held that stock then your performance would have been like this over the longer 15 

term, but Naspers is an expensive share and we have to always consider that.  

We’ve actually been capping our exposure to Naspers as of about a month or two 

back because it’s rebounded so nicely.  On the offshore side the picture is no 

different.  I mean you can just look at the last, let’s say the last year, even bonds, 

offshore bonds, that's supposed to be a safe haven, a low risk asset class, gave 20 

you a negative return in Rand terms.  And global equities, 7/8% and that's after 

equities, offshore equities had a phenomenal run post the Trump appointment, 

still only about 7%.  Why is that?  It’s because the Rand, and this is the Rand 

against various offshore currencies, the Rand versus the Dollar, the Rand versus 
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the Pound, the Rand versus the Euro, you can see that the Rand over time 

depreciates by about 6 to 7%.  That's in our favour as investors.  If you put your 

money offshore and the Rand depreciates you’re actually getting richer.  But what 

happened in the last 12 to 16 months?  The Rand actually appreciated, it became 

stronger and therefore our capital dropped.  So, the offshore equity markets were 5 

very strong, but our currency was also strong and that didn’t work in our favour.  

So it’s not a one way bet.  I listen to market commentators and financial advisors 

that's very vocal in the press, saying just take all your money offshore.  If you 

took all your money offshore in the last 10 years and you put it into US equities, 

which had been the best offshore equity market, you would have yielded 3% in 10 

Dollar terms.  So, in South Africa our stock markets yielded about 15% and our 

stock market is voted the best stock market from our legislation and governance 

perspective in the world.  So, it’s not a given just to put your money in overseas.  

So, these are the things that as a Board of Trustees and advisor we have to 

juggle and balance from a performance and risk perspective.  The other good 15 

news is, this is called the Big Mac Index – sorry the names aren’t very clear there.  

But this is where if you're going to compare the price of buying a Big Mac burger 

everywhere in the world, South Africa right at the bottom there is, it’s one of the 

cheapest burgers you can buy.  That actually shows you how cheap our Rand is.  

What I’m saying is our Rand can even strengthen further, which will be negative 20 

for our offshore assets.  What I’m also saying is if you go planning a holiday then 

go to Malaysia or Argentina. because you can see their burgers are even 

cheaper.  So, that's kind of the good news.  Some of our things aren’t that 

expensive.  If you hang around in the V&A Waterfront you'll see all these tourists 
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just coming to South Africa and they're just buying and buying and buying 

because it’s so dirt cheap for them.  But at some point in time things will change 

around and our Rand will strengthen again.  It’s just the way the markets work.  

So, again these are the things we have to take into consideration.  So, if you look 

at the 12 months in perspective, I think that's the key.  Even if you try to be wrong 5 

about politics you probably got it right.  It’s been virtually impossible to predict and 

not even the experts got it right.  And this is a great quote:   

“Forecasting is difficult, especially forecasting the future.”   

If you're going listen to economists and if you look at the actual proof, 80 or 90% 

of them actually get it wrong.  But people love listening to economists, they love 10 

listening to people with views, it’s not easy to predict things.  So, we don't try and 

predict things we manage the Fund’s assets based on valuations.  When things 

are cheap, we invest there.  When things are expensive, we sell.  We like a 

baseball player.  If a baseball player stands on the pitch he doesn’t swing at 

everything.  The pitcher pitches three balls and if he swings and misses three 15 

times he's out.  So, we have to stand there and wait and leave the wide balls, but 

when there's a sitter that's coming, you’ve got to swing.  And that's how we kind 

of manage it.  When things look expensive, sell, when things look cheap, you 

start buying it.  At this point in time it’s really difficult there isn’t much that looks 

cheap so we kind of have to stand our ground and just wait it out for the longer 20 

term.  Ja, and about Trump who knows, I means it’s been very positive, but in the 

last month you can see signs where people are getting nervous and the markets 

have come down and we’ll have to see where Trump goes.  The key is the way 

we manage your assets is on a cautious base.  We know it’s your retirement 
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monies, we don't want any surprises and we need to stick to the path.  Because 

of that kind of it may sound sombre, but I’m going to give you all the good news 

now.  So, firstly as the Chairperson alluded your performance had been superior 

to your peers and we do have the numbers of all the other municipal funds and 

we look at that on a monthly basis and you've been superior.  We do have the 5 

numbers of all the unit trusts, you've been superior.  I’ll show you a few of the 

snapshots.  And your fees, investment fees are extremely low.  I’ll show you the 

proof.  The Fund is a responsible investor, actually the first municipal fund in the 

country to become an official responsible investor.  We are members of the PRI 

the Principles of Responsible Investing.  This is a global best practice body that 10 

governs pension funds and investors.  So, we only apply the best practice, we 

only appoint responsible investment managers.  If we appoint a responsible 

service provider, they will still give you superior performance.  We don't do things 

just for responsible investing and not for performance.  Everything that this Board 

does is to produce risk adjusted outperformance over the longer term.  And then 15 

the other things are the softer side, but the important side, the enhanced website, 

the brand, the communication strategy and the best practice wealth management 

framework.  So I’m going to delve into these things just briefly.  Here’s the 

performance.  Okay, so let’s look at since July 2014 when the DC solutions were 

created, the accumulation phase.  If you look at equities it returned about 6.56%.  20 

So that's the most risky asset that you could have invested your assets in and it 

gave you not basically not even an inflation type of return.  The Fund produced 

performance in line with equities, albeit it that the Fund’s managed at about a 

third of the risk of the equity markets.  That comes back to my point, we manage 
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assets on a risk adjusted basis.  If we can get the same returns as what the most 

risky asset give you. but we do it at a third of that risk, that's a great investment.  

So, it means for every one unit of risk we’re taking we’re getting three units of 

return.  That's a smart investment.  And I mean just look at the last 12 months, so 

the stock market gave two and we gave five so we outperformed the stock market 5 

by 3% at a third of the volatility.  These numbers don't look big, but if you have 

let’s say a R1 million retirement fund sum and you look at 3%, that's suddenly 

R30 000.00 difference in just one year.  That may be the sum of all your 

contributions in a year that we’ve added to the pot just by outperforming the 

market.  What I've also done here is show you the unit trust industry.  I think it’s 10 

important because this Fund has been a leader in the industry.  They’ve now 

implemented an in-fund living annuity.  It means that you can retire in the Fund.  

You don't have to go out to the market and buy an expensive unit trust or retire 

out there and look at other options.  It’s an option that you can consider, but you 

have to always consider the costs and the performance.  This line item there is 15 

the average of all the high equity multi asset class unit trusts, every single one of 

them.  The numbers are independently published by a group called ASISA.  So 

these aren’t my numbers, this is independent and you can just see, so let’s say 

for the last 12 months we outperformed a high equity unit trust by let’s say about 

2%.  It’s again material.  Again if you have a R1 million retirement fund, that's 20 

additional R20 000.00, maybe the sum of all your contributions.  So, all I’m saying 

is performance-wise the Fund is beating those unit trusts out there.  So just 

consider it if you want to retire out of the Fund or moving from employers.  

There's the preservation fund.  I mean there's the preservation, the preservation 
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fund is a more conservative fund.  It targets about inflation plus 4 and you can 

see it yielded about nearly 8% and there’s the stock market and it outperformed 

the average of these unit trusts handsomely.  I mean just look at the last 

12 months, six months.  There is the cash plus performance, so this is if you're 

invested in a money market fund and the money market fund is a unit trust, so 5 

typically it gives you a little bit more cash and you can see that again we’ve 

handsomely outperformed.  So, in absolute terms the numbers doesn’t look great, 

but if you look at relative to what the market has done firstly and what all these 

other smart asset managers have tried to do in the last 12 to 24 months, you can 

actually say that well the Board of Trustees has been smarter, they’ve actually 10 

outperformed all these smart guys.  And that's how we did it.  This is the Board of 

Trustees that you can see.  So there's Mr Du Plessis, Mr Botha, Mr Du Toit and 

there in the background as you can see that's Michelle watching over all these 

boys.  But ja, I think the Trustees have done a phenomenal job and I have to say 

in my 20 year career they are one of the best Board of Trustees I've worked with.  15 

Okay, so we looked at performance, let’s look at fees.  So, what I've done here 

I've taken every single high equity unit trust.  So I've taken the Allan Gray 

Balanced Fund, the Coronation Balanced Fund, the Investec Balanced Fund, 

there's literally about 60/70 of those funds and I've just asked myself so the – 

where's the average fee?  So, if you go out there and you invest in the balanced 20 

fund, typically has 60 to 70% equities, what will be your management fee?  

1.89%.  If you invest in an expensive one it go up to 4%.  If you invest in a cheap 

one the cost will be about 1.4%.  Now if I have to put that into perspective what 

your Fund the costs are, your Fund the accumulation phase your high risk option 
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the investment management fees is 0.4%.  There's nobody on this chart that gets 

to 0.4%.  That's what the Chairperson alluded to saying that we have very, very 

attractive low investment management fees and the lower those fees, the better 

the chance for us to also outperform the market.  If you’re just saving a half a 

percent in fees, a half a percent every year for 30 years, your lump sum at the 5 

end will be 40 to 50% bigger by just saving on fees.  Now imagine if you're 

investing out there in the industry and you're paying those type of fees and the 

markets just gave you a 2% return and you were paying 4% on fees.  So cost is 

really, really important.  And I can look at your Moderate Portfolio, Conservative 

Portfolio has done the exact same stats and the numbers reflect exactly the 10 

same.  There isn’t a fund out there that can compete with your Fund, because 

your Fund has economies of scale and negotiation ability within the investment 

managers.  And just to reiterate the importance of fees, if you look at the total pie 

chart of fees, there's lot of different fees, consulting and admin, and…  But at the 

end of the day your investment management fees over time eats up 82% of your 15 

pot.  So, if you can get the investment management fees down, that gives you the 

best chance of retiring comfortably and as I've just shown you, your fees are 

literally a third of the average in the industry.  The Chairperson also just briefly 

alluded to some of the enhancements we’ve made.  This isn’t a Fund that just sits 

back and we’ve had a good 12 months and then we keep the current status quo.  20 

We’re consistently enhancing the Fund and one of the key things in the last 

12 months have been to make this Fund more flexible, that it can react faster 

because we expect we’re going to see many more black swans in the next year.  

We have to be able to move fast, but we’re a bit of an oil tanker we’ve got 
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R4 billion of assets that we have to manage.  How do fast can you move four 

billion?  Well you can move it fast if you implement the right type of mandates and 

one of the first mandates were the tactical asset allocation mandate.  I’ll explain 

that.  We’ve implemented dynamic hedging, just hedging when things are cheap 

like the cost of hedging is cheap and when the markets were expensive, we’ve 5 

implemented a listed property mandate as you've heard the Fund has already 

sold some of the direct property and we’ve moving into listed property that's more 

liquid.  And then we’ve implemented securities lending.  That's maybe not a 

common term, but securities lending is effectively saying those shares that we’re 

not selling in the market actively, that's just sitting with the Fund, we’re actually on 10 

lend and we get a return on that.  So, we can take the income we generate at an 

extremely, extremely low risk and offset that against any costs and there's been a 

continued focus on responsible investing.  So, here's the crux of the last year, if 

you look at the average retirement fund out there, a third takes more than 

three months to make an investment decision.  This Fund meets at least monthly 15 

and we’ve got the principal officer and the Chairperson, the Deputy Chair, we 

constantly liaise with each other so we are making decisions actively.  On some 

things we’ve got this question to move within the day or within a week if the 

market changes and this is where other funds are lagging because they're too 

reactive.  They really meet every three months and then it takes more than 20 

six months for them to make a decision.  Just yesterday in our meeting we’re 

looking at the market levels, we’re deciding we’re hedging and as simple as that 

and we implement within 24 hours.  There's no what we call implementation 

shortfall or friction when we make decisions, it’s immediate.  And you’re going to 
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see how many people have missed out on opportunities and if you're in a low 

yielding performance environment the market isn’t doing 15% anymore, it’s doing 

2/3/4/5%.  So every one percent counts, every half a percent counts.  You got to 

eke out every little opportunity that you can see.  You can’t just sit back and think 

that because the motion or the wave of the market is up you can just go with the 5 

wave.  You’ve got to work hard to generate every one percent.  And then finally, 

just see how long the average of time the Fund takes to execute decisions.  You 

can’t manage money like this anymore.  And this is what the Fund’s done 

successfully in the last 12 months.  Another thing is the Fund has appointed a 

tactical asset allocation manager.  This is a manager that makes short term tilts 10 

and they work with us and the Trustees.  Why is that so important?  Because you 

can’t manage money on the basis that you did for the last 10 years.  In the last 

10 years the local equity market did 21.4%.  Fantastic, we’ve been one of the 

best stock markets in the world, but you've seen in the last year or two you've 

realised 2% and going forward we expect about a 7 to 10% return.  So, if equities 15 

give 7 to 10 how are we going to get to inflation plus 6 and inflation plus 4, which 

are some of your targets?  The way to do it is we’re going to have to actively tilt 

between asset classes when there are opportunities.  You can see even listed 

property, 25.6% over the last 10 years, going forward maybe a 7 to 10% return.  

You can see most asset classes there's not a big divergence, but there will be 20 

opportunities and that's why this tactical asset allocation mandate and also that 

the Trustees are making fast decisions is the crux to be successful going forward.  

I've shown you just the asset allocation of the various risk profiles.  What I want to 

bring your attention to is just, if you look at the accumulation phase, the equities 
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and the foreign equities, we’re sitting at about 63%.  We can go up to as much as 

75%, we are cautious.  We’re not going ‘hondsdol’ and just taking risk because 

the stock market is low.  We’re still cautious.  And if you look at the consolidation 

phase you can see about 45% and the preservation phase about 23, 24%.  I 

mean that preservation fund is targeting an inflation plus 2, 3% return, but 5 

protecting capital as well over 12 months rolling.  So we can’t just take risk we 

have to be cognisant of both the capital protection and the upside.  So, at this 

point we’re still cautious so you don't have to – you can actually sleep well at 

night that we’re taking risk into account.  The other thing that we’ve done, we’re 

hedging when markets are expensive and we’re also hedging when the cost of 10 

hedging is cheap.  Hedging is insurance.  So most people insure their lives, they 

insure their houses, they insure their cars, they insure their fancy watches, but 

not a lot of people insure their investments.  It’s actually quite strange if you look 

at the best investment industry.  So I think South Africans like taking risk.  We 

used to when we drive out of our driveway, it’s a risk so and we like gambling and 15 

we like winning.  But how the Fund looks at your investments is that we also 

protect your investments.  So when the cost of insurance is cheap, and at this 

point in history the cost of insurance is the cheapest, so you can insure cheaply.  

So, if you knew that you can insure your house the cheapest in history then would 

you insure it or not?  Sure.  And that's what we’ve done.  Further the Fund is 20 

continually focused on being a responsible investor and responsible investing is 

all about three letters E, S and G, environmental, social and governance issues.  

For example the Fund has invested in an offshore manager that overlays these 

qualities and that manager are simply applying an ESG approach and outperform 
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the market by 1%, the offshore market.  And I can show you that 90% of active 

offshore managers, these smart guys underperform the market.  But with this 

Fund by simply applying a responsible investing approach we’ve outperformed 

the market.  So it pays to be responsible all the time.  Then the Chairperson 

asked me just to put up a quick slide.  I think the one other differentiating factor 5 

that this Fund has done is in the last two years they’ve implemented a best 

practice advisory framework.  They went to the market they looked at who are the 

preferred advisors and on your behalf as a member they’ve negotiated cost 

beneficial rates.  So, not only are your investment fees low, but you can also get 

your advisor fees very, very low.  Maybe to start ending off, I think the one thing is 10 

that you always have to stay in the path.  The Englishmen says, ‘direction 

determines destination’.  We know what the end goal is and we have to stay on 

that path.  And yes, the equity markets have been miserable the last two, three 

years but we have a resilient market.  Our corporates in this country are of the 

best corporates in the world the Naspers, the SABs, the Bats.  And our stock 15 

market, if you just look at that yes, over the last two, three years it’s been moving 

sideways, but over time it’s given and inflation plus 8, 9% return and actually it’s 

been the best stock market in the world for the last 117 years.  So, we are 

privileged to be able to expose our investments to such investments.  Over the 

longer term equities will be your growth assets.  In the shorter term, we’ve got to 20 

hedge, we’ve got a tactically asset allocate, move your monies and make sure 

that we get to those CPI plus 2, CPI plus 4 and CPI plus 6 targets over three year 

rolling to five year rolling periods, but with cognisance of protecting the capital.  

So, to summarise again, I think you have seen that you are a leader in the 
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industry categorically when it comes to performance versus other pension funds, 

versus the retail industry.  You've seen how low your investment costs are.  

You've seen how being a responsible investor is adding value to the performance 

and to the whole governance of the Fund.  And all the softer issues are starting to 

play out.  As you see the website, John joining the Fund, more interaction with 5 

your members and then there's also more of the wealth management framework 

that will be rolled out in the near term.  So, I thank you.  It’s been a privilege again 

and if there's any questions at the question time you're welcome to ask me.  

Thank you.   

CHAIRPERSON:  Thank you very much, Duncan.  Often it is said you get lies, 10 

damn lies and statistics.  Fortunately you steered away from all three you've 

given us facts.  Thank you for that.  Our next presenter is Mr Sean Neethling.  

He's the Fund’s actuary and he's going – he's speaking on behalf of the 

MMI Group, but he is the Fund’s actuary and he's going to discuss the actuarial 

dashboard with us.  Thank you.   15 

MR NEETHLING:  Thank you, Chair.  Good morning everyone.  It’s a pleasure to 

be here this morning and thank you for that excellent presentation, Duncan.  I 

was a bit worried initially, but it looks like some good news on the horizon and I 

think we’ve got good news from an actuarial point of view.  So I think we had to 

be able to justify that.  I do have some statistics for you.  Hopefully they are not 20 

damn lies.  So, thank you very much.  This was a statutory actuarial valuation.  

Every three years the Fund has to carry out a statutory valuation by law and what 

that really means is that the report then has to be sent to the Registrar of Pension 

Funds at the Financial Services Board and the Registrar actually reviews the 
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actuarial valuation in quite a lot of detail.  And sometimes they come back 

naturally with queries, they might ask for more information on something.  So it’s 

really an extra level of oversight and quite a strict regulatory compliance 

arrangements that the Fund adheres to.  So, what I’m going to do is in this 

presentation I’m actually going to cover the three year period ending 5 

30 June 2016, because that's what we do in the statutory report.  However you'll 

find in your Agenda packs the summary of the actuarial valuation which just 

covers a one year period if you interested in looking at the figures at the previous 

yearend, 2015.  So, these were our basic statistics in terms of the number of 

members at 30 June 2013 compared to 30 June 2016.  So we’re looking at a 10 

slightly longer period.  So, you can see a big increase in the number of members 

in the DC section following the conversion of the DB members transferring into 

the DC section and of course all those DB active members moving out so zero 

left at the current valuation date.  The pensioners, a decrease from 4 709 down to 

3 951 pensioners, so essentially a closed pool of pensioners there that will 15 

naturally decrease over time.  You see on the contribution rates, generally 18%, 

but we did have a period of time under the old DB section where the DB section 

contribution rate was higher.  So we knew that the contribution rate was going up 

and up and up which was one of the drivers I think for the conversion.  And so we 

now have LA local or municipality contributions 18% and member contributions of 20 

9%, contract employees contributed at seven and half percent.  These returns 

then are the returns over a three year period, 11% on the DB Fund section and 

11.1% on the DC section.  You can compare that to inflation of 5.9.  So the 

difference there is your real return being achieved on those underlying assets and 
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the average pension increase over that three year period was 3.7%.  These are 

the returns, Duncan has gone into a lot of details on this already, but just to cover 

it you can see in the first year 2014 the portfolios hadn’t actually yet been split 

into accumulation, consolidation, preservation and cash plus, but in 2015 each of 

those portfolios would then earn a different return depending on the underlying 5 

assets.  And then we can see for the three year period ending, either or the 

returns are all fairly similar there, but in the range of 10 to 12% per annum for that 

three year period.  So, let’s turn to the actual comparison.  Now we’ve focused a 

lot on assets and now we’re going to look at comparing the assets to the 

liabilities, which is what actuaries do in retirement fund valuations.  So, in the DC 10 

section the liability is the actual member fund credits.  So that's your individual 

savings account that you're accumulating for retirement.  It’s a liability to the Fund 

because the Fund has to pay that to you when you retire or if you withdraw from 

the Fund.  So, that’s represented by the members’ shares and you can see the 

total there of R1.953 billion and obviously a significant increase over the three 15 

year period because you had all those DB members transferring into the DC 

section and bringing along with them the value of their benefits that they had in 

the DB section through to the DC section.  So, there was also a contingency 

reserve account of 8.7 million and that reserve account can be used for any sort 

of unusual contingencies that might arise or for expenses in the DC section.  If we 20 

then take the value of the assets of 1.96 billion minus the members’ shares, it’s 

the liabilities minus the contingency reserve, we’re then left with a balancing item 

of R920 000.00, which is called the Processing Error Reserve Account.  So, I just 

want to discuss that for a moment, because it, I actually had a question today on 
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the processing error reserve and what does that represent?  So in a defined 

contribution fund you have a lot of cash flow transactions taking place, for 

example you’ve got members’ contributions coming into the Fund.  Those 

contributions need to be allocated to the various accounts and these sort of 

processes don't all happen instantaneously.  There's naturally a period of delays 5 

in between receiving money and investing money, but it doesn’t get lost, it’s all in 

the Fund.  So, we refer to these things as timing and processing error 

mismatches and the nett result of all those is housed in the Processing Error 

Reserve Account.  So, these could actually be positive amounts or negative 

amounts and we’ve seen in some years the processing error reserve can be 10 

negative, but it’s a relatively small amount.  It might sound like a lot of money, 

R920 000.00, but relative to 1.96 billion it’s really tiny and you can see there is 

the funding level before reserves.  So it represents only point 4%.  So it’s really 

small.  So, that is the balancing item.  Because it’s such a small amount in this 

year the Fund won’t distribute that as an additional bonus for example to 15 

members.  We’ll just carry that over to the next year and then review the position 

again.  If it was a significant amount, for example about say point 5% of the Fund, 

it’s quite possible then you'd have an additional bonus distribution onto your 

members’ shares.  Conversely if it’s a negative amount and it’s more significant, 

you might need to have a small adjustment down to bring the assets in line with 20 

the liabilities.  So, it’s natural that you're going to have a balancing item there.  It’s 

not going to always – it’s not going to be a zero, because you just do have these 

processing and timing mismatches which is a normal part of any defined 

contribution fund.  So, all the funds that we as your service providers work on 
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you’ll see this type of thing arising and it’s nothing to be concerned about.  So, 

the bottom line there is comparing the value of the assets to the value of the 

value of the liabilities. if you include the reserve accounts we get to then a total 

funding level of 100% in the defined contribution section, which is generally what 

you'd expect in a defined contribution fund because the actual investment 5 

returns, bar these processing, timing mismatches, are going to be allocated to the 

members.  If we then look at the DB section now for the pensioners, the DB 

section as we stand only represents pensioners.  The account, the pensions 

account had total assets of R1.988 billion and total pensioner liabilities of 

1.865 billion.  In addition over the last few years the Fund has actually built up a 10 

solvency reserve which is really good news.  You can see there wasn't a 

solvency reserve when we started three years ago.  So it’s fantastic that the Fund 

has been able to build up this reserve.  This is something that there's guidance 

about from the Registrar and there's various ways that you can calculate it, but 

it’s fairly standard in the industry.  And so we arrive at a recommended level of 15 

solvency reserve and the Fund has been able to achieve that level of 

R54.9 million.  So, that money is held within the Fund and is there to protect the 

pensioner account in the event again of adverse future, potential adverse future 

fund experience.  So, what could that be?  That could be maybe investment 

returns don't perform as well, it could be that pensioners are living longer than we 20 

assume in the valuation, which means that the Fund has to actually continue to 

pay the pensioners for longer and that's going to cost more money, even 

although that's a good thing.  So, if we take the total assets of the pensioner 

account minus the liabilities and we deduct off the solvency reserve we’re then 
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left with excess money or what we call surplus in the pensioner account and that 

amounts to 67.791 million.  So, that's really good news to say that there's actually 

some additional money in the pensioner account which provides even more 

protection for the pensioners and also as you see that the, quite or regularly 

almost every year now the Board of Trustees has also awarded a special ad hoc 5 

bonus to pensioners and  that's met from that surplus.  So, we don't want that 

bonus to become a natural expectation, because if that surplus is gone then 

there's nothing really to pay that bonus from other than say solvency reserve, but 

then you’re actually weakening your reserves in the Fund.  So, if we take total 

assets of the pensioner account divided by the total liabilities we get a funding 10 

level of 103.5%.  So, that's again that's very good news you can see the funding 

level has improved from a hundred percent up to a hundred and three point five.  

And I just for interest at 30 June 2013 it was a hundred percent, because that's 

the first date that the pensions account was actually established for the 

pensioners.  So, the amount that was allocated to that account was the actual 15 

liability of the pensioners.  So, in terms of the pension increase Chairperson 

already told us about the pension increase 4% on 1 January 2017.  That’s 

actually slightly higher than the pension increase target of 60% of inflation and in 

addition a bonus of 50% of the monthly pension.  Now, this graph just shows the 

historical pension increases as a percentage of CPI.  You can see it’s quite a 20 

volatile graph with quite a big jump there for example, and that's purely because 

in the earlier years the basis used was CPIX instead of CPI.  The reason was that 

we believed that CPIX was a better measure of inflation for pensioners.  But 

Statistics South Africa had actually subsequently withdrawn that measure of 

mailto:medcom@iafrica.com


33
RD

 ANNUAL GENERAL MEETING OF THE LA RETIREMENT FUND 

_____________________________________________________________________________ 

_____________________________________________________________________________ 
HELD AT:  CR LOUW LECTURE HALL, SANLAM HEAD OFFICE, STRAND RD, BELLVILLE                    26 MAY 2017 

TRANSCRIBED BY:  TGI, TEL & FAX: +27 021 9301034/012 377 0140, E-MAIL: medcom@iafrica.com 
 

25 

inflation and now pension increases are based on the headline CPI published by 

Stats South Africa.  So, this graph measures the pension increases historically as 

a percentage of CPI and it really just shows that it has been quite volatile.  And of 

course following the 2008 economic crisis, you can see the impact of investment 

returns on the pension increases even although we were able to declare, the 5 

Board of Trustees was able to award positive pension increases it was obviously 

at a lower level than we would have like to see.  And it, because it smooth over a 

period of three years it took a while for that to work through until more recently 

there's a bit of a uptick.  But in general the Fund’s policy is a pension increase 

target of 60% of inflation and that's what, that's one of the key guiding principle in 10 

determining pension increases if they're affordable.  Here's another historical 

graph again just showing the actual level of CPI and then the actual pension 

increase granted and then the figures being the percentage of the pension 

increase divided by the CPI increase.  So, you can see I think in one of the years 

in particular you can see 174% there CPI was very low, but CPIX was actually a 15 

lot higher in that year and the difference being interest rates in the measure of the 

indices.  So, these are the more recent levels, you can see say over the last three 

years 54, 76 and 63%.  This table now just shows us the impact of two things.  

One is the cost of the 50% bonus.  So we mentioned it that the Board of Trustees 

awarded a 50% bonus, but what does that actually cost?  So, this shows that the 20 

cost of that is 12 million and then also we’re just showing the impact of moving 

from a 65% target up to a 65% target.  We’ve also allocated in this illustrative 

example, I say illustrative because it’s not the official valuation result, we’ve also 

just shown the allocation of the DB surplus to the pensioner account.  So, it’s 
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quite a significant allocation.  I think that was the right thing to do because the 

pensioners sort of need as much support as possible in terms of moving up the 

pension increase target.  So, taking all those, taking those factors into account, it 

shows then the funding level of the pensioner account.  So we would have moved 

from a funding level of 102.9% up to a funding level of 103%, allowing for both 5 

the allocation of that DB, remaining DB surplus and also increasing the target up 

to 65% of CPI.  So, There’s the impact on the liabilities.  We’re going from 

1.865 billion up to 1.912 billion.  So it’s quite a significant change in the value of 

the liabilities and is essentially you could see it really as a benefit improvement or 

a future benefit improvement.  But it shows that the Fund is, on that basis is still in 10 

a very strong financial condition.  So, in summary we had that allocation of the 

surplus or the 49 million in the DB section to the pensioner account, an increase 

in the pension increase target to 65% of CP, allocation towards expenses for the 

DC section remained at 1.7% of salaries and the Fund was in a sound financial 

condition at 30 June 2016.  So, that's something that I certify to the Financial 15 

Services Board.  They’ll be very interested to know that the Fund is on a strong 

financial footing.  If we had a deficit then there's issues, we’d have to go back and 

with a plan of how the Fund was going to deal with the deficit and so on, but 

fortunately the Fund is in a strong financial condition.  Funding levels at a 100% 

on the DC section and more than that 103% on the DB section for the 20 

pensioners, so in a very strong financial position with strong solvency reserves 

and even a surplus buffer going forward.  So, I think that that's very good news 

from an actuarial point of view and I’m also happy to thank the Fund for that.  So, 

if there any questions please feel free to ask.  That's all from my side.   
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CHAIRPERSON:  So, again stats, but no lies.  Thanks very much, Sean.  We’re 

now moving on to item 6, the consideration and the adoption of the financial 

statements.  The presenter there is Yvonne Wilken from Verso the Fund 

administrator.  After her presentation, and we’re getting thirsty now, we’re going 

to adjourn for tea and if we can reconvene then by about ten to 11.  Thanks.   5 

MS WILKEN:  Morning everyone.  I’m just going to run through the financial 

statements with everybody.  It is in the Agenda pack, but I just want to highlight 

some of the important items for you.  Okay, so there's a few changes from your 

2015 to your 2016 financials.  I think the most obvious and important one is the 

name change to LA Retirement Fund.  That happened with effect from the 10 

1st of June, which fell within our financial yearend.  So that's why your financials 

for the current year were in the new name of the Fund.  The auditors of the Fund 

also changed for this year from PKF Rademeyer Wesson to Ernst & Young with 

effect from the 30 June 2016 yearend.  That was approved by the FSB on the 

18th of May and that was just a governance decision by the Trustees to rotate the 15 

auditors.  Then as you already know Mr Du Toit replaced Mr Botha as 

Chairperson with effect from 1st July and you had a reduction in the number of 

Trustees from 12 to 8, which was Rule Amendment 2, approved on the 

8th of October.  And then your last few remaining defined benefit active members 

converted to the DC section with effect from the 1st of April, and that amendment 20 

was also approved prior to the conversion.  So, now the active members are all 

defined contribution.  If you have a look at some of the statistics, Sean also had 

some membership in there.  The pensioners reduced from 4 191 to 3 923, which 

is expected obviously for the pensioners to reduce yearly.  And your active 

mailto:medcom@iafrica.com


33
RD

 ANNUAL GENERAL MEETING OF THE LA RETIREMENT FUND 

_____________________________________________________________________________ 

_____________________________________________________________________________ 
HELD AT:  CR LOUW LECTURE HALL, SANLAM HEAD OFFICE, STRAND RD, BELLVILLE                    26 MAY 2017 

TRANSCRIBED BY:  TGI, TEL & FAX: +27 021 9301034/012 377 0140, E-MAIL: medcom@iafrica.com 
 

28 

members did reduce a little bit by 74 members.  Currently your – for the latest 

stats we have your active members around 1 470.  So we’re starting to see the 

reduction reducing with all the changes that have come in place with John and a 

few of the other changes in the Fund.  Your total assets of the Fund reduced a 

little bit from 2015, it’s 2.5%.   I don't think it’s anything to be concerned about as 5 

Duncan and the Chairperson mentioned that it was difficult markets.  So you 

would expect that the market values would reduce a little bit in that yearend.  If 

you look at some of your information in your income statement, your changes in 

the assets and funds, your contributions were a little bit skewed in the prior year 

because we had a DC conversion element in there.  So, if you look only at the 10 

active contributions in 2015 was 78 million, actually increased to 82 million, a 5% 

increase.  Your nett investment income, even though it was quite tough, the 

reduction was only 3% for the current year and there is a slide, the next slide just 

on more detail.  Your benefits reduced in 2016 from 2015, but that can change in 

any year up or down depending on how many members exit the Fund or what the 15 

exit values are.  So you can’t really give an estimate of what that could ever be.  

And your fund costs, your expenses in running the Fund, good to see that there 

was a reduction of 10% (sic) from 90 million to 70 million.  Here’s more detail on 

your nett investment income.  Your income from investments reduced slightly 

with, well a little bit more than slightly, with 46%, various reasons as Duncan also 20 

mentioned.  And then your adjustment to fair value, that is also something which 

will change year on year based on what your previous year’s market value was, 

your current year.  So, 411% looks quite funny, but that can go up and down also 

in any given yearend.  And your managing fees reduced nicely there from 
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28 million to 18 million, with almost 36%.  So, your nett investment income for the 

year was just a reduction of 3% from 281 to 273.  This is just showing your values 

in the foreign exposure, which didn’t change much from the prior year, it’s just 

over 18% of the total assets are invested offshore.  Okay, and then I suppose 

maybe the most important is the reports that were given by the independent 5 

auditors.  The general audit reports, which is their overview on the financial 

statements, they once again issued an unqualified audit opinion.  So the financial 

statements in all material respects are fairly represented for the year.  And then 

they issue an additional audit report in terms of further agreed upon procedures 

by the Registrar, which is – most of the procedures are covered in the audit, but 10 

this is more of a detailed member level testing and they didn’t find any 

discrepancies on those additional procedures.  And then the last audit report is 

your Regulation 28 which is showing that all the assets were within the limits.  

They again issued an unqualified audit opinion that everything was within the 

regulation.  They just raised an emphasis of matter which is the same as in the 15 

prior years’ relating to the new Shelf Investments.  This year it was exceeded by 

5.44% for the issuer, but the total category is 15%, which was not exceeded 

which will also be the reason for the emphasis and the report of the Board of 

Fund discloses subsequent developments on the property sales and the 

Chairperson also did discuss that in his report in terms of the reduction of the 20 

property exposure.  So we should see that every year reducing.  And that's all, 

nice and short and sweet.   

CHAIRPERSON:  Thanks, Yvonne.  It’s now tea time, it’s 25 – no, 20 past.  I get 

confused with that clock there.  It’s 20 past, can we re-adjourn about 10 to 11 
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please?  Thank you.   

 

MEETING ADJOURNS 

 

ON RESUMPTION 5 

CHAIRPERSON:  Ladies and gentlemen it’s time that we recommence.  Our next 

speaker is Mr Braam du Plessis from the company, Simeka.  Simeka consults 

with our Fund on the legal and technical issues, and Braam is going to give us a 

legal and technical update and Braam was telling me over the teatime the 

methodology that he uses for teaching his kids maths.  Braam. I don't think it’s 10 

going to be that difficult to address us, but please go ahead.   

MR DU PLESSIS:  I promised the Chairman I’ll be done by the 7 o’clock news so 

we will have to go quickly.  My agenda is basically legal and technical as we said, 

and maybe to put it a bit differently.  Firstly item 1, Fund rules, what we’ve done 

around the Fund’s constitution if I can refer to the Fund rules as the constitution, 15 

legislative update is what's Government up to, what has Government done and 

what's Government planning around the retirement fund industry and a little bit 

wider, social security in general.  I've got quite a few slides on that.  Then an 

update on the benefit design, we’ve made constant reference to the in-fund living 

annuity we have.  Quite passionate about that because of this cost saving 20 

Duncan has referenced, especially in a low return environment the effect of a cost 

saving is substantial.  And then I’ve got one slide at the end that aligns with the 

Fund’s motto, ‘securing your retirement’.  So, firstly those of you who might have 

read the rules – by the way we publish it all on the Fund’s website.  So, I will be 
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directing you to the links on the Fund’s website, so please go and go to the 

Fund’s website because what's said here is actually shared in much more detail 

there especially around the benefit.  That's the link to the Fund rules.  We’ve 

passed six, ‘ag’ sorry, four rule amendments in the year under review.  The first 

one is quite known to you, that was the Fund’s name change, kicked in 5 

1 June 2016 it was launched with quite a bang last year.  And also included in 

that rule is that we’ve amended – by that time we’ve had already passed the In-

Fund Living Annuity Rule, but we’ve expanded on that Rule to also allow for 

spouses of members who die in service to also make use of the in-fund living 

annuity.  Because if you annuities your lump sum benefit you can defer the tax 10 

and take it in the form of a pension, but that's part of counselling to a widow or 

widower of a member who dies in service.  Amendment number 7 was the other 

side of our, what I like to call, fund for life strategy is in-fund preservation, 

allowing you if you change jobs, if you resign, in other words not retire and joins 

another employer or in your case I would think outside the industry is, you can 15 

leave your money in the Fund.  So, you can preserve it in-fund, it needs to be the 

full benefit, but there's still flexibility.  You can come and call it up later should 

there be a black swan event in your personal life.  So, funds are trying to get their 

claws into you, the Fund is trying to enable you to preserve which I’ll show you 

later is one of the cornerstones of securing your retirement.  So, again an 20 

enabling structure for you to at termination of service easily leave your money in 

the Fund, come and call it up later preferably or ideally at retirement and still 

piggybacking off the Fund’s nice fee structure, investment structure and of course 

governance process.  Amendment number 8 dealt with the introduction of 
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councillor – well we at the councillor Trustee election in last year, so the chairman 

welcomed Mr Philander and Mr Meiring, Mr Philander representing the City of 

Cape Town and Mr Meiring representing the balance of the employers, he was 

elected from their ranks.  What we said as a councillor Trustee as defined as 

actually an employer Trustee.  In other words if you're a councillor Trustee you 5 

cannot be a member of the Fund so much as they would love to be members of 

the Fund they're not allowed to.  So, they – because they sit with an employer 

handle.  The other thing, the other amendment we made actually dealt with the 

proceedings here at an AGM.  So, our current rules say that if there isn’t a 

quorum present, which hasn’t been the case since I've been involved, it’s said the 10 

meeting had to be postponed to the next day.  So, just for logistical reasons the 

rule was amended to postpone it for an hour and then constitute the meeting.  But 

that's only in the absence of a quorum at the AGM.  And then the final 

amendment dealt with quorum setting at Board of Trustee level.  Legislatively at 

least half of the quorum must be member Trustees, but in legislation there's no 15 

reference to a compulsory presence of employer Trustees at that quorum.  We 

had this arrangement under the, when we restructured the Board of Trustees that 

at least one employer or councillor Trustee had to be present.  We decided to 

take that out.  So a quorum is still four, at least half of them as Trustees, but the 

required presence of a councillor Trustee was removed from quorum setting at 20 

Trustee level.  Okay, as I said if you love the detail the rule amendments are 

published on the Fund’s website.  On legislative update let’s first talk to stuff 

that's already known to you, I touched on it last year.  We know about the tax 

changes that kicked in this tax year that's just finalised and now e-filing coming 
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up.  So the 2016/17 tax year we had this change to the deduction of retirement 

funding contributions where the definition of retirement annuity and fund 

contributions were combined into one formula. twenty seven and a half percent of 

taxable income or remuneration and then for the higher earners there was a 

monitory cap of 350 000.  That's not news to you.  The nice part is that our 5 

structure being 27% is such an ideal structure because our members are close to 

maximising their contribution deduction obviously dependent on the gap between 

pensionable salary and taxable income.  The other part that caused a lot of 

confusion and concern came from late 2015 where the Government was planning 

the so-called compulsory annuitisation.  In other words meaning all funds will be 10 

treated like pension funds in the retirement. saying that at least two thirds of the 

benefit must be annuitized, used to buy pension is the layman’s expression.  We 

saw some lot of drama and issues in Nedlac and last minute changes in a budget 

speech of I remember 2016, and this year the Minister again said listen, I’m all 

about this compulsory annuitisation passed in the retirement, but let’s take it 15 

further within Nedlac and now they're talking March next year.  They actually said 

they need to have consensus by July this year and if you listen to what the people 

are saying, consensus is probably one thing they done.  The other thing, so that's 

factual, this is imminent if you listen to them and the other imminent matter is 

National Treasury’s proposal saying funds should have default strategies.  20 

Default strategies with regards to investments, we’ve basically almost had it 

specifically after the recreation of the DC section with the 2014 DB/DC 

conversion and the so-called life stage model.  And we’ve also recently revamped 

it after the introduction of the in-fund living annuity.  You must have a default 
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annuitisation strategy, we’ve taken the charge there by introducing the in-fund 

living annuity and we’ve also amended already our rules for the in-fund 

preservation as I mentioned earlier.  So, the history to these default regulations is 

it’s started in – it first came out in July 2015, and as a Fund we actually acted 

immediately, because in 2016 we implemented a default annuitisation with a 5 

default preservation strategy.  We’ve always had that default investment strategy 

called life stage and we’ve just revamped it to align the pre-retirement stage with 

the post-retirement stage in the in-fund living annuity.  That's my reference to this 

Fund for life things.  So, that retirement now becomes a seamless process, 

retirement for you as a member of the Fund becomes a point where you stop 10 

putting in as contributing and you just start taking out as an annuitant in a very 

favourable construct.  So, that’s, the noises here is – remember this is just 

proposals yet and they’re probably looking at legislating this towards the end of 

the year.  So say we’re already in place, and if we need to do final tweaks to the 

final version, our model around in-fund preservation default investing and default 15 

annuitisation is set up based on what's proposed thus far.  Okay, something more 

big in our life is what's called comprehensive social security reform.  Now there's 

a paper that came out in 2012 and you might recall this, this talk around the 

central retirement fund, they call it the NSSF, National Self Social Security Fund.  

So, this paper was reissued, the 2014, ‘ag’ the 2012 version with some small 20 

changes were reissued in November 2016 and it covers these six themes and I’m 

basically going to focus on the first one, but you'll see they’re in they're in a way 

linked.  The first thing is Government wants to set up a central retirement fund for 

everybody in formal employment called the NSSF.  They want to scrap the 
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means test, the means test is what you do to be eligible for the social grant 

there's a means test for high earners to be excluded.  They want to scrap that, 

but at the same time they want to enforce annuitisation as we’ve spoken, taking 

the bulk of your retirement benefit as an income and then still giving you the 

social grant, but clawing it back through the tax system.  The other thing is 5 

enhancing the other let’s say Government initial or sponsored funds like UIF, the 

Road Accident Fund and then the ‘ongevalle versekering’.  I know the ‘ous’ have 

occupational – ‘ag’… 

UNIDENTIFIED MALE SPEAKER:  [Not speaking into the microphone] Social 

security. 10 

MR DU PLESSIS:  ‘Dis hy’. 

UNIDENTIFIED MALE SPEAKER:  [Inaudible – not speaking into the 

microphone] 

MR DU PLESSIS:  Yes.  So, the message there is they want to merge all these 

funds basically or link them close to that one, which includes the Road Accident 15 

Fund as well.  Then they’re saying there will be a little bit of industry left, pension 

fund industry and we want to further regulate that because we’re actually still 

encouraging members to participate beyond the NSSF.  UIF forms a big part, I’ll 

show you now, but they want to improve the unemployment benefits both with 

regards to quantum and the duration of payment and then they also, the NSSI 20 

also fits into this picture.  So, just digging a bit deeper into the NSSF, because the 

NSSF is actually presented as an alternative to, or a first leg or a minimum 

requirement around retirement savings.  So, what it does is it will provide what we 

expect, retirement benefits and then for the unforeseen events death and 
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disability benefits.  Okay so – and unemployment benefits.  So, what they also do 

they will align it with the UIF ceiling, that's the current ceiling, but if you sort 

through our membership data, half of our members are below that ceiling.  Now, it 

means the other half are above that, but how far above they are isn’t known.  So, 

the point is if we all have to contribute 12 and half percent of that amount to the 5 

NSSF, of which 2% goes towards UIF benefits and the other 10% goes towards 

funding a retirement benefit which is DB in-funding based.  Okay and then death 

and disability benefits and UIF benefits based on salary and preferred or pay 

mainly as a form of a monthly income.  Then there's a flat funeral benefit as well.  

What I've skipped over, and which I actually want to emphasise is people feel 10 

threatened around this.  I don't have a view – well I actually I have a view, but I’m 

not going share that now.  The point is, this will be implemented forward looking.  

The reference to protection of vested rights it says:   

“Whatever you currently have in whatever pension fund you currently 

have, that can stay there.”   15 

So, if we implement this National Social Security Fund to whom everybody’s got 

to contribute 12% up to that salary, that will be for future contributions and you 

can leave your old money in your old fund.  Okay.  This is a diagram, shall I call it 

that, from the actual paper positioning where this NSSF will sit.  So, if you look on 

this side we basically have three pillars of income generation of or payment to 20 

people in retirement.  The first one is the social grants or tier or pillar one.  Then 

pillar two is where these Government sponsored funds will be and then pillar 

three is additional savings.  So that's where if this thing is implemented, the 

balance of retirement savings over those, that UIF ceiling and the 12% 
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contribution will still come to funds like this and this is how they link.  So, this will 

be the core of retirement provision in South Africa that's supported by the State, 

and this is obviously self-funded and you'll also see a reference to medical aids, 

et cetera.  So, the question is, when is all this going to happen?  So, the paper 

says, well remember they’ve been quiet for two years or for four years, between 5 

2012 and 2016.  But they said the first thing is we will need to establish a 

separate department or a separate ministry to pool all these legislations, COIDA, 

Road Accident Fund, UIF into one legislation and structure.  And then for this, 

let’s say new department, to implement the three pillar approach as mentioned 

there and then there's reference to a transitional plan of five to 10 years.  10 

Remember, this is aimed at everybody in formal employment.  Government 

employees and it goes as far as employers, small employers who don't have 

retirement funds, they're talking about something called auto enrolment.  So you 

automatically through the payroll have to put people, your staff on such a fund.  

I’m not going to read the whole quote, but I've extracted this from one of the 15 

documents we’ve published which basically comes down to words like this will 

have such a significant impact due to its sheer size.  Because what you're 

effectively doing you're putting almost all of the country’s retirement savings into 

one pot, making it DB style and therefore actually transferring the investment risk 

centrally to Government.   20 

UNIDENTIFIED MALE SPEAKER:  [Not speaking into the microphone] A black 

swan. 

MR DU PLESSIS:  So, did I hear black swan?  Okay.  So, ja, this is I thought this 

is profound because it in a way shares one’s thoughts about this – that's where 
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70% of – if you implement the NSSF, 70 to 80% of all retirement funds’ 

membership will have to go there, 178 000 salary thresholds.  The next thing 

we’ve got. we’ve got more in control of and which I can get more philosophical on 

and for which I had to make a few notes to be honest is King IV.  So, King got 

implemented, well it got published in November last year and you have to apply it 5 

from your financial year starting post 1 April 2017.  So, what it does is, there's the 

ESG Duncan referred to and then it used these four buzz words to explain the 

overall ideal.  So it says fairness, accountability, responsibility and transparency.  

It sounds nice and in a way it makes sense and to take it a step further, the Fund 

effectively has indirectly already taken this much further than what the old King III 10 

and IV has envisaging.  So, what's happened with the old King III had 75 

principles, so the new King IV has got 17 principles, actually 16 and then the 17th 

one is specific to retirement funds and it’s this.  Again the stuff responsible 

investments Duncan has touched on.  And that's where – and Duncan also made 

it quite clear that we are more than leading the pack around that.  So, one more 15 

slide on King then I promise we’re done with that is so how does these 16 or 17 

principles work?  So, the old system worked on apply or explain.  So, they had 

the 70 odd principles and you had to apply them if you didn’t apply it just explain 

why you wouldn’t have applied.  King IV works on you have to apply and explain 

it.  So there's no opt out, you have to do it and so you have the principles, the 17 20 

principles and then they give you practices as well.  So, suddenly it’s 17 times 6.  

If you take on average the number of principles, but what they want to end up is a 

situation where there's ethical culture in leadership.  I refer to that as the Board’s 

responsibility to set direction and steer the whole show.  There was reference to a 
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tanker so that's ethical leadership.  And then obviously with this steering and 

direction giving obviously expect that from the let’s call it stakeholders, 

membership, employers and us as service providers.  Enhancing the 

performance, I see that as policy setting and planning to say this is strategy, this 

is what we’re going to do, the next phase adequate and effective control, monitor 5 

and oversee the rolling out of the strategy and policy setting that happened there.  

And finally, I think the word legitimacy actually means a lot, my notes around this 

is if this all is done properly this ensure, it ensures accountability towards the 

stakeholder.  So, what happens, and the main stakeholder we must remember in 

a fund like this is not the service providers or the employers, it’s actually the end 10 

user being the member.  Okay.  Update on benefit design.  Recent stuff I’ll be 

quick as this is known, but I’m unashamedly going to promote that, is the in-fund 

living annuity option.  We’ve said it a lot, I’m going to say it again and to me the 

main features – and this is independently, these slides were done independently 

from the Chairman.  I say there's the three main advantages, you can – you 15 

leverage the existing governance structure, we’ve just seen Sean present sound 

financial position.  Verso presenting us unqualified audit report.  Duncan saying 

basically the bulk of each meeting is allocated towards investments, which is the 

case.  So, what the Fund is really taking seriously is ensuring good outcomes 

through a proper governance process.  As an in-fund living annuitant or a 20 

younger member who resigns and leaves his money there, you keep on 

benefitting from that structure.  You keep on having access to a good performing 

investment structure at a low fee.  I mean that's so important at a low return 

environment, if the return is 5% and you save 1% on fees it means your return is 
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20% more.  The other thing is seamlessness, it’s user friendly, it’s easy to use.  

So, you just whether you retire in the Fund or you leave your fund, your money 

there as a resignation I call you a deferred pensioner, at – it’s endless, the boxes 

to tick, the paperwork simple and the people you speak to or liaise with are 

effectively the same people.  The Fund’s not trying to get their claws into you, but 5 

there's flexibility, there is opt out around the structure if you in person experience 

a black event, so ideal.  Leverage of what you have, cost, good structure, leave it 

there and should something happen you can still undo.  What we’ve done on the 

funeral benefit side for our active membership, we introduced three categories 

that was like September last year if I – ja, September last year.  We introduced 10 

that so we had a once-off option to the members and new members can choose.  

We have these there benefit levels which is 30, 40 and 55 000 respectively.  

Then also what we did then late last year is on request of one of the, from the 

pensioners, is we actually presented the entire pensioner membership the 

roughly 4 000 Sean was referring to, with a funeral scheme option.  So, we 15 

structure in such a way you could choose, you can pay between 40 and R120.00 

a month in R10.00 intervals and you decide the price and the level is determined 

by the premium you could afford.  So that was also issued to the pensioners.  So, 

this is what we’ve done in the last year, as Duncan was saying we’re not just 

drinking tea and eating sandwiches at the meeting, there's a lot happening there.  20 

The next thing which is actually pending and about to happen is we’ve just 

restructured the death and disability benefits.  Communication is going to go out 

by the end of June for implementation 1 September for our current membership.  

But where we’re changing the death and disability structure, well the death in 
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particular, from this package option to a basis or pay for use, you decide how 

much you want as a multiple a salary and depending on your age because we’re 

now pricing it according to age, your cost for the death benefit will be accordingly.  

Disability benefit will be the same for the entire membership, which is one benefit 

cell which is the income benefit and we’ve actually improved the flexibility 5 

because you can chop and change as you wish once a year or 1 July.  And if you 

experience what we call a life event, marriage, deaths, divorce, births, promotion, 

then you can also within three months move in any direction of the levels of cover 

up or down.  But lots of communication coming and then obviously the moment 

one introduces a lot of choice you also have to set strong defaults and we’ve 10 

done it accordingly.  So, you have this option, but if you don't react to the option 

there's a default for you.  This vested rights is when we did the design we 

realised that people older than 55, we’re saying the maximum cover is going to 

be twice annual salary, but that's for new members.  Because we’ve got currently 

members who’ve got four times annual salary death cover, just over four times.  15 

So, we said you can still access the four times, but it’s all in the communication, 

look out for it and encourage the membership to actually wilfully exercise their 

option and the closing day is going to be 15 August.  This is my last slide, and a 

sigh of relief please, your slogan, I just had to dig a bit into the slogan, ‘securing 

your retirement’.  Because this is a slide I've been using with my other clients 20 

under the heading, ‘how to secure a comfortable retirement’.  So, I thought it’s so 

appropriate because in your instance it’s actually achieved already.  They still 

have to achieve it.  So, those are the six main buttons that will – so in your 

accumulation phase, while you saved up for retirement because in retirement 
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you’re going to be an in-fund living annuitant and have a comfortable retirement.  

How do you achieve that comfortable retirement?  The first step is know your 

destination, know whether you are on track for a comfortable retirement.  

Because we will, our definition of a comfortable retirement is we call it 

replacement ratio saying as an industry you should end up with this pension in 5 

retirement equal to about 70% of your salary before retirement.  That's what’s 

defined a comfortable retirement.  So, within this year or before the end of the 

year you’re going to receive what we call a replacement ratio statement showing 

what is your expected replacement ratio.  So, that's the first thing.  The other 

thing is save enough.  Now that box we’ve got ticked, because we’re saving 27% 10 

of salary, the 9 and the 18%.  Invest correctly, a lot of emphasis there.  Our life 

stage model is such that when you're young and you're in the accumulation 

phase of your working career, you're also in the accumulation phase of the 

investment strategy, building up this retirement savings and towards the end you 

move to the consolidation phase where you exit as a retiree.  The other thing 15 

which is the biggest enemy in South Africa is preservation that's what this 

enabling structure that you can preserve in the Fund.  Because most people, this 

is the biggest destroyer valley, every time people change jobs they take the cash 

because they can.  And every time you change jobs you reset to zero because 

you've taken the money and bought the double cab.  That's what the men end up 20 

doing.  So, preservation is so important.  So that's the fourth building block.  The 

other one is be debt free in retirement.  Now, nothing really clever there, we’ve 

probably said that to our children already or our folks would have told us that, but 

we just say to have a comfortable retirement you shouldn’t be settling debt out of 
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your pension, so the houses and stuff should be paid.  And the other thing is 

make informed decisions is be aware of what is, that retirement is a reality and 65 

might look far from here, but it isn’t.  So, what we’re saying, what I’m trying to say 

there is direct you to the website, read the Fund’s communication because that 

will emphasise these type of things resulting in a happy ending.  Thanks.   5 

CHAIRPERSON:  Thank you very much, Braam.  That was rather painless.  We 

then move to item 9, which refers to motions and we received no motions so we 

can move on to item 10, which is the item that we indicated earlier where you 

from the floor can ask questions to us.  There are a roving mics so if you would 

like to ask a question or say something just raise your hand and we’ll bring a mic 10 

to you.  And when you start speaking can you please identify yourself as well as 

indicate from which local authority you are coming.  And now I open the floor for 

questions are there any questions?  Over here – yes, Sir?   

MNR VAN ZYL;  Daar’s hy.  Hy werk.  Voorsitter, baie dankie vir die geleentheid.  

Ek het ŉ spesifieke vraag om te vra omdat ek verteenwoordig die Testugte (sic) 15 

Groep van ouer as 65.  Met ander woorde dis van ons groep wat Pieter Dirk Uys 

gesê het ‘the end is near’, maar ek dink hy het bedoel toe ŉ sekere persoon 

Staatspresident geword het, maar dit maak nie saak nie, dis op ons ook van 

toepassing.  Ek sien ook in hierdie brosjure van u is hier ŉ kategorie wat u sê: 

“Die Fonds reëls is gewysig om raadslede in staat te stel om hulle by die 20 

Fonds aan te stel.” 

Ek dink vroeër was dit sekerlik meer gemik op die aftreeouderdom wat ek hoor in 

die aanbiedings word gepraat van 65.  Raadslede neig om deesdae ouer te wees 

soos ek by voorbeeld.  Maar en u het ook melding gemaak van die fidusiêre 
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verhouding wat bestaan met ander woorde tussen uself en die beleggers by u of 

lede en ek lei af uit behalwe dat ŉ fidusiêre verhouding is mos nou ŉ trust 

verhouding is daar ook sekere verpligtinge vir u om om te sien na ons.  Nou die 

laaste aanbieder het vir my nou die hoop gegee wat ek wil vestig en dit is dat u 

ook sal omsien na ons 65 en boontoe, want u pakkette wat u aanbied gaan die 5 

lewensversekering kom ter stond tot ŉ einde op 65.  Ek het met een van die 

Trustees gepraat en dit lyk vir my daar word aandag daaraan gegee en in die 

aanbieding wat ek verstaan het, gaan daarna gekyk word, maar ek wil graag dit 

op rekord hê dat dit iets is wat definitief gaan gebeur.  Ek is ŉ nuwe lid by die 

Fonds ek het juis verskuif van ŉ ander fonds na hierdie fonds toe vanweë julle 10 

uitstekende resultate.  Maar ek het nagelaat om te lees dat ek is veronderstel om 

op 65 dood te gaan, dan gaan my naasbestaandes ŉ voordeel kry.  Ek, dis nou 

op ŉ ligter noot.  Moenie so ernstig lyk as ek dit sê nie.  So, ek vra met ander 

woorde vir u net u bevestiging gaan, is dit op die agenda van julle en wat ook by 

my blymoedig stem is dat julle gou besluite kan neem.  So, ek weet nie hoekom 15 

ons tot September moet wag nie.  Ek dink ŉ vorige spreker het gesê julle kan 

sommer binne 24 uur implementeer as julle by so ŉ besluit kom.   

VOORSITTER:  Kan jy net vir my... [tussenbeide] 

MNR VAN ZYL:  Waar moet ek die knoppie afsit – Van Zyl is my van, Frank van 

Zyl van Breederivier Vallei.  Baie dankie, Voorsitter. 20 

CHAIRPERSON:  I just want to repeat that question broadly.  The gentleman 

asks where, why the insurance cover ceases at age 65?  He says he definitely 

wants to go beyond 65 and I can say I’m over 65 and I can welcome you, it’s a 

good journey of 65.  Braam, where are you?  Can you please respond, there's a 
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roving mic for you there.  ‘Dankie, Mnr Van Zyl, u is raadslid daar né’?   

MNR VAN ZYL:  Ja.   

VOORSITTER:  Waar is u kantoor?   

MNR VAN ZYL:  In Worcester.   

VOORSITTER:  Ek het 10 jaar in Worcester gewerk, maar dit lyk my julle 5 

verwoes nou vir Worcester daar. 

MNR VAN ZYL:  [Onhoorbaar – praat nie in die mikrofoon in nie] 

MNR DU PLESSIS:  Voorsitter, ek sal dit kort maak, kennis geneem en aksie 

geneem, so dit is, die oplossing is om die draai.  As dit ŉ aanvaarbare antwoord 

is.   10 

VOORSITTER:  Ek dink wat ek graag vir Mnr Van Zyl sou wou gerusstelling gee 

is dat dit moontlik ook teen September ‘signed and sealed’ sal wees.   

MNR DU PLESSIS:  Jip.   

VOORSITTER:  Goed, Mnr Van Zyl, baie dankie vir daai goeie vraag.   

MNR VAN ZYL:  [Praat nie in die mikrofoon nie] Dankie ek sal uithou tot 15 

September.   

VOORSITTER:  Ek dink daar's genoeg rooi wyn om te preserveer.  ‘Any further 

questions?  At the back’, ons gaan ‘and over here is also a question’.  Ja, 

Meneer, u is welkom.   

MNR PRETORIUS:  Goeie more ek is Raymond Pretorius Cederberg 20 

Munisipaliteit ‘councillor’.  Ek wil net graag hoor van dit NSFF (sic), is dit ŉ rede 

om bekommerd te raak?  Die rede hoekom ek dit vra is dat daar's reeds 

probleme binne in die ‘council’, dis ‘councillor’ se pensionfonds wat tans 

ondersoek word.  En as die, as onse Fonds ook nou nog na nasionaal toe moet 
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gaan, moet ons bekommerd raak?  Is dit rede of nie?  Dankie.   

VOORSITTER:  Ek gaan eers vir u ŉ rowwe antwoord gee en dan gaan ek vir 

Braam vra om meer in detail aandag te gee.  Ek dink die blote omvang van die 

oefening en die diepte van die amalgamasie probleem en die administrasie 

probleem is so groot dat daar in die onmiddellike toekoms bitter min daarvan sal 5 

kom.  Maar, Braam, dis my leke opinie, ek sal bly wees as jy vir ons lid miskien 

kan nader inligting gee.   

MR DU PLESSIS:  ‘Dankie Voorsitter.  Ja, ek wil nou nie te veel daaroor gepraat 

het nie maar die antwoord is daai implementeringsplan praat hulle vyf tot 10 jaar’ 

and only once consensus is reached within Nedlac where labour, Government 10 

and employers get together.  Now, what was heartening is that National Treasury 

between 2012 and 2016 issued a report on that initial report speaking towards 

stuff like exemption, saying existing funds will be exempt on application to show 

they are good funds, to put it in lay terms.  That was canned or that never made 

public.  So my colleagues who follow this politics and the halls of Parliament and 15 

stuff says it appears like Social Security department is pulling, is having more 

weight than National Treasury in this inter-Governmental or inter-ministerial 

committee.  So, the message is, it’s going to be a while.  The other thing is 

remember it’s going to be forward looking, existing stuff will be exempt, but ja, as 

that – what I tried to do with that quotation is, it’s so sheer in size and the whole 20 

nation putting it’s trust effectively in Government to manage 80/90% of our 

retirement saving.  Let’s see, I think there's going to be more fighting in Nedlac on 

this.   

CHAIRPERSON:  Madam? 
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ONIDENTIFISEERDE MANLIKE SPREKER:  [Onhoorbaar – praat nie in die 

mikrofoon nie] 

VOORSITTER:  O, okay, baie dankie.  Mnr Scheepers? 

MNR SCHEEPERS:  Dis reg, Meneer.   

VOORSITTER:  Ja, welkom.   5 

MR SCHEEPERS:  Thank you, Chairperson.  I’m well known already.  I don't 

need to introduce myself again from Buffalo City Municipality in the East London.  

Mine is directed to you Chair.  What Braam has presented to us I would like to 

make a humble appeal that I noted the slide is saying there will be 

communication, that is with regards to the upcoming benefit changes.  I’m making 10 

a humble appeal that we should take a resolution here today that it’s, as much as 

I welcome the communication, there are people down there that don't understand 

the piece of paper that is sent or the web so when they read the website.  So, 

especially when it comes to life and death benefits options to take, somebody 

need to guide them, because remember you find there are people that there at 15 

times over insured, that's monies that they can maybe utilise for something else if 

they get the gist as to why you should rather opt for option A or option B for that 

matter.  So, can I then appeal to you that we should have some roadshows when 

you're going to, not send to a piece of paper and say you should have your option 

made by 1st of September.  I think that's going to be a bit unfair so that's why I 20 

appeal to you as the Chairperson.  Thank you.   

CHAIRPERSON:  Mr Scheepers, thank you for that contribution.  I fully share 

your concern.  In my career as a municipal official I’ve also worked with people 

who needed empowerment and it is our duty to ensure that the decisions that our 
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members make are fully informed decisions.  To that end, and I made reference 

to that in my Chairperson’s address, we have appointed Mr Lenford as a Fund 

representative and a councillor.  Now, it’s very important the emphasis on 

councillor, a councillor delivers counselling, empowerment.  Mr Lenford is fully 

mobile.  He also goes around to various member municipalities and Mr Lenford, 5 

where are you?  You have heard the appeal from Mr Scheepers, Buffalo City is a 

big city.  It’s in the hub of the Eastern Cape.  They manufacture the Mercedes 

there, which I can’t afford.  The point is, thank you for your contribution, we’ve 

heard it and we’ll react to that.   

MR LENFORD:  Mr Chairman, if I can add something to Mr Scheepers’s if I may 10 

Sir.   

MNR SCHEEPERS:  Kom staan sommer hierso gou.   

MR LENFORD:  Good morning, Mr Scheepers, good morning everybody else 

again.  Mr Scheepers, I’ve been to Buffalo City, I’ve been, I’ve met with 

Mr Malcolm Skosana, I’m waiting for him to come back to me to let me know 15 

when I can come and do the roadshow there, Sir.   

CHAIRPERSON:  Thanks, John. 

MR LENFORD:  Okay Sir.   

CHAIRPERSON:  Any further questions?  Can’t be, have we satisfied all your 

queries?  Okay, thank you very much for the staff who brought the mic, 20 

microphones around.  Our last item on the Agenda for today is item 11, the 

expression of thanks and Mrs Van Zyl, the Deputy Chair has agreed to do it once 

again and we’re looking forward to your thanks.  Thank you, Michelle.   

MS VAN ZYL:  Good morning everybody.  I was watching a clip – whoops wrong 
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clip – okay, I was watching a clip and it was about a little boy who was walking 

past a parking lot and he found a 20 Dollar note lying in the parking lot.  And now 

in South African terms it’s about 260 bucks.  So, he, being about 10 years old he 

thought he would go and buy himself a nice DVD game.  And then he looked up 

and he saw through the window of a restaurant he saw a serviceman, an 5 

American serviceman and his family having a meal.  And so he thought what 

would he do with this 20 Dollar and he went into the restaurant and he gave it to 

this gentleman and he said, thank you for serving our country.  He said, I lost my 

father in the serving our country, but I would like to pay this forward.  So, this is a 

time when we thank you for the service people, we thank you particularly as the 10 

members of this Fund for coming here today and showing your interest and your 

attendance and your participation in questions.  Know with certainty that the 

Trustees are keeping your interests at heart.  We’re trying to bring down the costs 

as you heard and we are really trying to get performance.  I also would like to 

then thank Susan Erasmus for organising and coordinating the meeting.  For 15 

Fedics and their staff for the better late than never food that came during tea, but 

at least we received something and thank you for that.  Then, Mr Potgieter and 

TGI for his, for the sound effects and the lady who runs around with the mics, 

thank you very much, Sanlam for the auditorium, for Valerie Nelson and her team 

for the communication.  So we’ll keep them posted with the little pieces of hand-20 

out that you have to get and the information that you should receive before 

September at least.  And then also for Christi and his team for the administration 

as it continuous to be an excellent service and Yvonne for her presentation of 

financial services, for Duncan who I saw was the fact man he gave all the 
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information about the black swans and where you should go for your next holiday 

and the good news that we heard.  Then also to Sean Neethling who we thought 

wasn't going to end his discussion and presentation today, but the stats man for 

the matter of fact good news that we received over the past year and then 

Yvonne, the lady of fact and figures, short and sweet presentation, but thank you 5 

very much.  Then also to Braam, the record of changes man who unashamedly 

shared with us rules and legislation and benefit changes that we have received in 

this past year and that are coming and then to John for the short but sweet 

presentation this morning that we started the day with.  And then to our new 

Chairperson, the cyclist of note, we thank you for your vision, for your calm and 10 

focused leadership and guidance throughout the year.  And then also to our 

principal officer who is in, who’s not present today, for her passion, her 

enthusiasm and her active participation in affairs of the Fund.  I hope I’ve covered 

every one.  But what I took is the words thank you and I summed it up under the 

different letters of thank you.  Thank you being, and we recognise all our service 15 

providers in this way, for the time and talent that you used, the helpful advice, the 

awesome attitude and attention to detail, the spirit of never ending and giving up 

and being the king of your knowledge in your field, your youthful enthusiasm, your 

openness and transparency and your unquestionable, undivided commitment and 

loyalty to the Fund.  We thank you and we wish you God speed on the way home.  20 

Thank you.   

CHAIRPERSON:  Thank you, Michelle.  Now ladies and gentlemen, after she 

thanked me I was told that I omitted to get your adoption of the annual financial 

statements.  That's item 6.  So, you may not go home yet.  Can we just go back 
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to item 6 then and I ask for a person to move the adoption of the annual financial 

statements.  Mr Botha.  Is there a seconder?  Thank you unanimous and on that 

note I bid you a good journey home.  ‘Baie dankie vir u teenwoordigheid dit word 

op prys gestel en als van die beste tot ons weer sien’.   

 5 

MEETING ADJOURNED 
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