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Chairperson’s Address 
AGM 2017 

 
Dear members, employers, colleagues and other stakeholders, 

 
It is with great pleasure that I present this Fund report to you. 
 
Last year the new Fund name, logo and brand were mentioned, together with a top quality 
enhanced communication strategy. This innovation was already implemented on 1 July 2016. 
Following a period of more than a decade of not being able to attract new members, it has been and 
remains a challenge for the Fund to recruit new members in a highly competitive environment. 
Quite early on it was recognised that even an enhanced communication strategy in itself would not 
produce the desired results, so a Fund representative/adviser, Mr John Lenford, has been appointed 
with a view to:  
 

 Building relationships with human resources departments in municipalities through face-to-
face engagements; 

 Creating awareness of our Fund as a brand and leader in the retirement fund environment 
within local authorities; 

 Engaging with the unions; 

 Educating members and empowering employees. 
 
This appointment is in line with the objectives of National Treasury. 
 
Owing to sheer hard work by Old Mutual Corporate, our communication consultants, and Mr 
Lenford, in collaboration with our Principal Officer, the Fund has once again established itself in the 
market as an innovative, competitive and affordable option for local government employees.  The 
Fund has started to attract new members at monthly inductions held at the various local authorities, 
which we believe will gain further momentum in the near future. 
 
In order to stay ahead in the market and to educate potential members that the Fund is already a 
“fund of choice”, the Board has adopted various innovative and pro-active measures.  Amongst them 
are the implementation of a Shari’ah compliant investment portfolio as a member investment choice 
option, a focus on in-fund preservation, the establishment of a low cost in-fund living annuity on 
retirement and the amended default Life Stage portfolios to enable a seamless transition to the 
living annuity on retirement, thereby giving the opportunity to retirees to remain members of the 
fund into retirement.  All retirees should seriously consider this benefit as it offers access to the 
Fund’s investment expertise and infrastructure and superior performance at a very low cost without 
the need to pay commission.  In addition, flexible funeral cover was introduced for members.  We 
also reacted to requests from our pensioners for funeral cover and provided a once-off option to 
them to elect group funeral cover at affordable rates directly from Sanlam.  This same offer is 
available to our retirees who choose to purchase an in-fund living annuity. 
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As far as corporate governance is concerned, we believe that the Fund is also a leader in the 
retirement fund industry.  During the year under review, our governance practices and policies were 
scrutinised in terms of their meeting the requirements of the King IV report on Corporate 
Governance for SA and, I am pleased to say, that all of the requirements were met. Referring to 
governance matters, the Board has reduced the number of trustees to 9 and the number of 
committees to 1, namely the Audit Committee. This not only impacts cost savings positively, but also 
results in improved efficiencies. Sound governance and administration form the backbone of any 
organisation and our Fund has always actively pursued this and will continue to focus on this in the 
future. 

 
The Fund’s investment performance is of paramount importance to the trustees. Therefore it is a 
standing item on every Board agenda.  I must emphasise that 2015/2016 was a very difficult 
investment period characterised by political volatility, extreme market movements and poor overall 
investment market returns.  Despite these challenges, our investment approach remains focused on 
achieving long-term investment growth.  We also encourage our members to focus on investing for 
the long term and not to become overly concerned about shorter term performance numbers.  In 
order to achieve the best returns for members, the Board has implemented various other 
investment mandates during the past year e.g. local only equity hedge fund investments and a 
tactical asset allocation mandate to name but two examples. These mandates will empower the 
Fund to react quicker to market conditions and improve the overall flexibility of the Fund to cater 
not only for continued market volatility but also to capture any opportunities. 
 
An analysis of the Fund’s performance relative to our peers, indicates that when viewed over the 
longer term (from inception of the Defined Contribution portfolios in July 2014 to January 2017), all 
the Fund’s Defined Contribution risk-profiled solutions have outperformed the average returns 
generated by other municipal pension funds with similar risk profiles as well as the South African 
conservative-, moderate- and high-risk unit trust peer averages. This outperformance of the Fund’s 
DC risk-profiled solutions relative to relevant unit trust averages is significant in that it reveals the 
potential value available to retiring members who invest in the Fund’s in-fund living annuity offering. 
 
Although the Accumulation, Consolidation and Preservation risk-profiled solutions underperformed 
their respective long-term targets over the 2016 financial year, it is important to assess such short-
term performance in the context of very poor broader market performance. 
 
Local equities and bonds make up the majority of the Fund’s investments, and these only delivered 
returns of 3.8% and 5.2% respectively over the 12 months.  Global equities returned 3% in US Dollar 
terms.  Seen in this context, while the performance of the Fund’s risk profiled solutions was low in 
absolute terms, relative to overall market performance, the performance was satisfactory.  The 
Accumulation Phase with its moderate to aggressive allocation to equities has over the year ending 
30 June 2016 outperformed the local equity market by 3%, returning a total 7%.  The Consolidation 
and Preservation phases delivered a return of 6.0% and 6.5% per annum respectively over the 12-
months ended June 2016.  The Cash Plus portfolio, which is a stand-alone investment choice 
handsomely outperformed its cash plus 1% target, yielding 9.4%. This is a very solid return when one 
considers that an investment in a bank account over the same period would have yielded around 
6%. 

 
Our liability driven investment (LDI) strategy ensures that the pensioner’s portfolio achieves what 
was intended and that the Fund delivers on its pension promise.  The pensioner account was 103,5% 
funded as at 30 June 2016.  In view hereof, a pension increase equal to 64% of inflation was declared 
on 1 January 2017. In addition, a discretionary bonus was granted on 1 December 2016 equal to 50% 
of gross monthly pensions. 
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The Fund acquired 7 commercial properties during 2009.  In order to bring the investment in direct 
property in line with the limits provided for in Regulation 28 of the Pension Funds Act, as well as to 
increase the liquidity within the pensioner’s portfolio, the Board decided to dispose of these 
properties.  To date 4 properties have been sold at market valuation. The proposed sale of the 
remaining 3 properties is ongoing. 
 
Mr Herman Botha, previous Chairperson of the Fund mentioned in last year’s report that it remains 
the Board’s focus to reduce costs.  Whilst administration and consultants’ costs are continuously 
assessed, it needs to be noted that our investment costs are not only very competitive, but are of 
the lowest in the market. This is the result of ongoing negotiations with the Fund’s selected 
investment managers as well as very competitive investment management fees that were 
implemented many years ago.  The effect hereof is not always visible, but it has a marked positive 
influence on our members’ Fund’s returns. 
 

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

No successful organisation can work in isolation. The best outcome is usually achieved in a team 
context, which requires the best team players. In our Fund we are privileged to have the best 
players. I would like to thank my fellow trustees from the bottom of my heart for their tireless 
efforts and commitment to ensure that Board operations run as smoothly as possible. I would also 
like to express my gratitude for your support, which made my task so much easier. A special word of 
thanks to Mrs Van Zyl, vice-chairperson, and Mr Botha, chairperson of the Audit Committee. 
 
And a special word of thanks to our service providers – not only for their expertise, but also for their 
absolute commitment to the Fund’s vision and always being willing to walk the extra mile. This 
combination makes us an unequalled team – and our performance and management of the Fund 
bear testimony to this!  
 
Thank you so much to the members of the audit committee and the important governance and 
advisory roles they fulfil, their insights and the time they spend on performing their tasks. Their 
function is one of the pillars of our success. 
 
Finally, I would like to extend a hearty word of welcome to Mr Solomon Philander our new employer 
trustee from the City of Cape Town.  He joined us on 1 December 2016. Solomon, I know you will 
have a meaningful term of office. 
 
I would like to hand over the floor to the service providers to do their presentations. As always, the 
agenda includes an item to allow attendees to ask questions about my report. You are welcome to 
engage with me at that point. 
 
Thank you. 
 
 
 
Sakkie du Toit 
CHAIRPERSON 
 
26 May 2017 


