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Chairperson’s Address 
AGM 2018 

 
Dear members, employers, colleagues and other stakeholders 
 
It is again with great pleasure that I present this Fund report to you. 
 
In last year’s address, I mentioned that much had been achieved with regard to establishing the 
Fund’s new name and logo, building working relationships with our HR partners at the local 
authorities via the implementation of our enhanced communication strategy and the appointment 
of our Fund Counsellor, the enhancement of our benefit offering and the Board’s continued focus on 
good governance and the achievement of desired investment returns. 
 
Nothing has changed in this regard over the current reporting period – the Board, its service 
providers and the Principal Officer have continued to work tirelessly to achieve more in all spheres. 
 
I will begin with the most important to you, our members: Our superior investment returns of 
which we are proud. 
 
I reported last year that the 2015/2016 financial year was a very difficult investment period 
characterised by political volatility, extreme market movements and poor overall investment 
returns.  Despite these challenges, our risk profiled investment solutions outperformed the average 
returns earned by other municipal pension funds with similar risk profiles as well as the SA 
conservative, moderate and high risk unit trust peer averages. 
 
Subsequently, while nothing much has changed in the investment environment; in fact 2017 was 
defined as a roller-coaster year for investors, the Fund’s returns continued to exceed the market and 
at less than half of the volatility experienced in the market.  Whist the local equity market only 
yielded a return of 1.69% over the period and inflation was 5.49%, the Fund’s risk profiled portfolios 
yielded returns ranging from 3.08% to 7.76%.  Importantly, the Fund’s investment returns relative to 
its peers (i.e. other institutional municipal retirement funds and retail or unit trust balanced funds 
with similar risk profiles) show that over the short, medium and long term, the Fund remains a 
leader in the industry as our performance remains superior. Not only has the Fund performed 
strongly versus other municipal funds, it has far outperformed retail or unit trust balanced funds. 
This is good news not only for active members of the Fund but also for retiring members who have 
chosen to purchase the Fund’s low cost and actively managed In-Fund living annuity. 
 
In respect of our retirees (i.e. members who have chosen to purchase the In-Fund living annuity on 
retirement), comparisons made to the retail or unit trust funds is important as it shows members 
that the In Fund living annuity is definitely a superior choice to retiring out of the Fund.  Not only do 
our In-Fund living annuitants benefit from the extremely low costs, they also benefit from our 
superior investment returns.  The growth in the take up of our In-Fund living annuity since inception 
of this offering bears testimony to this.  Whilst outside the reporting period, it is important to note 
that the Board decided to amend the Fund’s rules with effect from 1 October 2017 to allow for the 
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payment of the cost of financial advice on conditions set by the Trustees, which includes a maximum 
advice cost.  Members may therefore request the Fund to pay commission from their member share 
values to their financial advisors for their assistance in securing the In-Fund living annuity.  Members 
are however reminded that Information regarding our In-Fund living annuity may be obtained free 
of charge from our Member Support Centre and a detailed Q&A is available on the Fund’s website. 
 
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 102,6% 
funded as at 30 June 2017.  In view thereof, a pension increase equal to 65% of inflation was 
declared on 1 January 2018. In addition, a discretionary bonus was granted on 1 December 2017 
equal to 50% of gross monthly pensions. 
 
Our investment consultants, GraySwan, will provide further detail regarding our investment returns 
in their report back. 
 
As a Board of Trustees, we have continued to focus on what we can control rather than focussing on 
all the uncertainties in the market.  We continue to manage the Fund’s assets following a prudent 
and risk managed approach with robust diversification and at low costs.  We have maintained our 
investment strategy whilst accepting that short term volatility is part of the long term experience 
that defines saving for retirement. Looking ahead, albeit that we remain risk conscious, we are 
cautiously optimistic about growth assets such as equities and we believe the performance over the 
next 12 months should improve both in absolute terms and relative to inflation. 
 
I mentioned in last year’s Annual Report that the Board would be concentrating on further 
enhancing the pensioner growth assets.  The aim remains for these growth assets to achieve higher 
returns, which, coupled with the target of a fully funded market position for pensioner liabilities, will 
allow us to continually improve the annual pension increases provided by the Fund.  In this regard, 
the Board of Trustees has worked closely with the Board of Directors of Newshelf 922 (Pty) Ltd, the 
company in which the Fund’s investment properties are held.  The Board of Directors received the 
necessary mandates from the Board of Trustees and to date four of the seven buildings have been 
sold at or very near market valuation.  The sale of these properties has not only enabled us to 
comply with pension fund regulations but has resulted in the freeing up of the Fund’s direct property 
investments in order for the Board of Trustees to invest these assets elsewhere and achieve better 
returns.  We trust that these improved returns will be evident in the next reporting period.  The 
Newshelf Board of Directors has continued to focus on the sale of the remaining three buildings and 
this will be reported on at the 2019 AGM. 
 
Our next focus area was the introduction of completely improved, flexible and cost-effective death 
and disability benefits for all members. 
 
The Board remains ever mindful of keeping costs as low as possible and in this regard, the Benefit 
Consultant and Principal Officer were requested to review the Fund’s death and disability offerings 
to ensure that a pure defined contribution benefit design incorporating flexibility and choice could 
be offered.  We believe that choice is important in any benefit design thereby allowing members to 
choose the level of cover they require and can afford – we don’t believe in the old adage: “one size 
fits all” as all members are unique and have their own requirements.  Whilst this new and improved 
benefit was made available to all current members from 1 September 2017 and from 1 August 2017 
in respect of new members, work commenced many months earlier with approval obtained from the 
Board during the period under review.  In addition, a further two new benefits were introduced on 
request of members during the first quarter of 2018 but this will be the subject of the next year’s 
report. 
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Regarding our benefit offering, we extend a request to all members to keep telling us what they 
value and we promise to keep listening and evolving our value offering to meet your needs as far as 
possible. 
 
We are also very pleased to see an increased number of new members having joined our Fund. 
The appointment of our Fund Counsellor during the review period certainly helped to build stronger 
working relationships with both our employers, our members and prospective members.  Our Fund 
Counsellor unfortunately left us during the first quarter of 2018 and we subsequently entered into 
an agreement with our administrator, Verso, to assist us in continuing to build good working 
relationships with our employers, members and prospective members.  We embarked on a journey 
in 2016 to showcase our Fund as an innovative, competitive and affordable option for local 
government employees.  We aim to continue the successes achieved thus far. 
 
We remind our members to keep up to date with Fund developments, benefit improvements and 
choices that need to be exercised.  All member newsletters, investment newsletters and newsflash 
messages are issued electronically to all members for whom we have e-mail addresses.  Electronic 
distribution ensures that our members receive Fund communication timeously and it reduces the 
overall cost to the Fund which in turn is to our members’ benefit.  We will continue to issue hard 
copy communication material to those members for whom we do not have e-mail addresses.  
Members are encouraged to provide their e-mail addresses and cellphone numbers to enable us to 
update their records.  Fund newsletters, performance updates and investment market overviews are 
also available on the Fund’s website and can therefore be accessed at any time. 
 
Implementation of Fund practices and processes well in advance of changes to legislation 
 
 The provision of projection statements to our members for the very first time 
 

Whilst the industry is currently abuzz with the Regulator’s recently introduced and proposed 
new requirements, the Fund’s team of professional service providers and Principal Officer 
were hard at work during the reporting period refining the Fund’s new look annual member 
statements, inclusive of a brand new section pertaining to the supply of projection 
statements.  The provision of projection statements is only being proposed now by the 
Registrar of Pension Funds and the draft Directive in this regard is still open for public 
comment.  The Board of Trustees is aware that it is not easy for members of defined 
contribution retirement funds to know how much their monthly pension will be worth at 
retirement and if this income will be enough.   

 
Some retirement funds have introduced what is commonly called “Net Replacement Ratio” 
statements which attempt to express members’ member share values as a percentage of their 
current pensionable earnings.  We have gone one step further and decided last year to 
provide members with projection statements that show members the value of their monthly 
pensions expressed instead as a current rand value.  This should make it easier for members 
to know the value of a monthly pension and if enough really is enough. 

 
 Compliance with the default regulations 
 

Shortly after the Registrar of Pension Funds issued the first draft on default regulations in 
2015, the Fund’s service providers began work on its In-Fund living annuity and this was 
launched mid-2016 as a cost-effective offering to all members planning on retiring.  The 
Trustees had introduced a default lifestage investment programme already in 2014.  Whilst In-
Fund preservation on members’ resignation from employment has always been permitted as 
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an alternative to exiting the Fund, this offering was merely formalised and the rules were 
amended in 2016 to allow these members (otherwise known as deferred members) to take a 
portion (or their entire member share value) before their retirement.  The Fund is therefore 
very well prepared ahead of the implementation of the default regulations on 1 March 2019. 

 
Fund’s Vision and Mission Statements 
 
We trust that members will have noticed the Fund’s Vision and Mission statements which are 
proudly displayed on our website.  During February 2017, the Board formalised in writing the tenets 
to which it has always remained committed: “To provide the best possible retirement outcome for 
all our members, retirees and pensioners.”  In addition, the Board further explained how this would 
continue to be achieved which is the basis of the Fund’s Mission Statement which encompasses 
innovative, cost-effective, responsible and risk-managed investments, an emphasis on ethical 
retirement fund management and good governance, clear communication and affordable benefit 
offerings.  We encourage you to visit the Fund’s website to view our detailed Mission Statement. 
 
Once again, my thanks go to our members and pensioners for the trust you continue to show in the 
Fund that does its very best to secure your retirement.  My gratitude goes to all our participating 
employers who recognise the Fund’s value offering and assist new employees to make informed 
decisions. 
 
I thank all our professional service providers and Principal Officer who, as a team, ensure that 

 we achieve the best possible risk adjusted and sustainable investment returns, 
 best practice is applied in respect of our processes and protocols, 
 we comply with legislation not because it is a tick box exercise but because it actually benefits 

our members and pensioners, 
 we don’t lose sight of our bottom line and constantly remind ourselves that costs impact our 

members.  The legal and technical update shares with you the actions we have taken in this 
regard through the registration of rule amendment number 10, and 

 we remain financially sound. 
 
I thank my fellow trustees for their ongoing commitment and professionalism in carrying out their 
fiduciary duties.  I extend a special word of thanks to Mrs van Zyl, Deputy Chairperson of the Audit 
Committee and to Mr Botha, Chairperson of the Audit Committee as well as to all the other 
members of the Audit Committee who fulfil an important governance and advisory role. 
 
As always, the agenda includes an item to allow attendees to ask general Fund related questions – 
you are welcome to engage with me at that point should you have any questions related to my 
report. 
 
I would now like to hand over to Ms Cindy Cronning of Ernst & Young, the Fund’s auditor, to take us 
through the highlights of the Annual Financial Statements as at 30 June 2017 before asking for 
approval to adopt the statements.  Thereafter I will hand over to the service providers to enable 
them to undertake their presentations. 
 
 
 
Sakkie du Toit 
CHAIRPERSON 
 
25-05-2018 


