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OUR GROWTH RELIES ON COMPETITIVENESS,
INNOVATION, SKILLS AND PRODUCTIVITY.

STRENGTH AND GROWTH
COME ONLY THROUGH
CONTINUOUS EFFORT
AND STRUGGLE.
NAPOLEON HILL
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MESSAGE FROM THE TRUSTEES
This 2016/17 LA Retirement Fund annual report continues the integrated reporting
journey started in our previous reporting period (2015/2016). While we recognise that
there is still work to be done in terms of achieving fully integrated reporting standards,
we have attempted to move this year’s report closer to this destination. In addition, this
2016/17 report reflects the concerted efforts of the LA Retirement Fund to align the
Fund’s mission, practices and protocols with the world class governance standards set out
in the King IV Report on Corporate Governance for South Africa. We trust you will find
this annual report useful and informative.

The Board of Trustees
LA Retirement Fund
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HIGHLIGHTS 2016/17
FUND GROWTH
•
•
•
•

1

2

1 463 active members, 25 deferred members and 3 705 pensioners.
111 new members, 47 new pensioners and 4 in-fund living annuitants.
R3 771 billion assets under management.
Defined Contribution risk profiled portfolios returned between 3.08%
and 7.76% (against local equity market returns of 1.69% and inflation of
5.49%).
• Sold 4 of the Fund’s 7 investment properties with earnings invested to
enhance returns.

BENEFITS
• Pension increase equal to 64% of inflation and declared in January 2017.
• Discretionary pensioner bonus of 50% of gross monthly pension awarded
in December 2016 and December 2017.
• 158 claims paid at a total value of over R207m.
• Flexible funeral cover implemented for members and their families.
• Cost-effective In-Fund Living Annuity introduced - retiring members can
continue benefiting from the Fund’s low-cost benefit structure, superior
investment returns and good governance.
• Extension of the provision of death cover to members who remain in
service beyond the age of 65.
• Work commenced on additional benefits, including Voluntary Critical
Illness and Voluntary Extended Family Funeral Cover.

GOVERNANCE

3

• Focus on good Fund governance, specifically the King IV Report on
Corporate Governance for SA and the Default Regulations 37, 38 and 39.
• Fund is already fully prepared for the implementation of the Default
Regulations on 1 March 2019.
• Reduced total Fund operating, administration and management costs by
19.3% year-on-year.
• Received an unqualified audit report from external auditors, Ernst &
Young.

COMMUNICATIONS
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• Transparent cost structure communicated to prospective members at
inductions.
• New quarterly investment newsletter produced - offers investment return
comparisons to other, similar, municipal retirement funds.
• Greater focus on proactively promoting and marketing the Fund to
prospective new members.
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FINANCIAL FREEDOM
IS FREEDOM FROM
FEAR.
ROBERT T. KIYOSAKI
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ABOUT LA RETIREMENT FUND
The LA Retirement Fund (the Fund) is a Defined Contribution retirement fund that was created
specifically to help permanent, contract and part-time local government employees save effectively towards
the retirement they deserve.
The Fund, which boasts a financially sound pensioner pool, has been delivering on this mandate for over
70 years and has a proven track record of strong investment returns. It also offers a comprehensive
selection of excellent death, disability and funeral benefits.
FUND VISION
To provide the best possible retirement outcome for all its members, retirees and pensioners.
FUND MISSION
The Fund is a trusted financial and investment partner to its members, retirees and pensioners, helping
them to achieve positive retirement outcomes through:
•	
innovative, cost-effective and risk-managed retirement investments that grow their savings, thereby
maximising the chances that they will receive the lifelong pension income they need;
•	
ethical retirement fund management, good governance and responsible investment that protects the
Fund from external factors that could negatively impact members’ retirement savings;
•	
clear communication and ongoing education that helps members to keep their retirement journey on
track; and
• affordable risk cover, preservation and at-retirement solutions that enable financial security for
members, retirees, pensioners and their loved ones.
THE FUND AT A GLANCE
30 June 2017

30 June 2016

Active members

1 463

1 481

Deferred members

25

25

Pensioners

3 705

3 923

Assets under management

R3 771 billion

R3 999 billion

Membership details
As at 30 June 2017 there were 1 463 active members in the DC section of the Fund, 25 deferred
members, 3 700 South-African-based pensioners and 5 overseas-based pensioners. The average age of the
pensioners is 76 years and total pension payments amounted to R189 million for the year under review.
During the year, 111 active members joined the Fund, 47 pensioners were added to the pensioner-payroll
and 4 members joined the In-Fund Living Annuity on their retirement.
Benefits that evolve with the changing needs of members
Retirement investment
As a Defined Contribution fund, members of the LA Retirement Fund ultimately carry the investment risk,
but also stand to benefit directly from any positive market and/or investment performance.
In line with the requirements of King IV and the requirements of the Pension Funds Act, the Fund offers
an innovative default Life Stage investment strategy that has been designed to meet the diverse investment
expectations and risk appetites of all its members. The investment strategy provides a balance of risk and
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return at different stages in members’ working lives, shifting from a more aggressive asset weighting to
more conservative as they approach retirement age.
For members who prefer not to be invested in the default investment strategy, the Fund also offers the
option of investing directly in the portfolios underpinning the Life Stage accumulation (aggressive) and
consolidation (moderate) phases. Members also have a further option to invest in a conservative, low-risk
option known as the preservation portfolio or a cash plus portfolio, which is typically best suited to those
who are very close to retirement and want minimal exposure to the possibility of negative returns.
The Fund also offers a Shari’ah compliant portfolio that meets Islamic investment principles as well as the
guidelines and standards set out, from time to time, by the Islamic Accounting and Auditing Organisation.
To maximise the retirement savings of members, all their contributions to the Fund are bolstered by
additional contributions from their local government employers as follows:
Employees
Monthly employee contribution

9% of pensionable salary

Monthly employer contribution

18% of employee’s pensionable salary

Councillors
Monthly councillor contribution

7.5% of pensionable salary

Monthly deemed employer contribution

7.5% or 10% of councillor’s pensionable salaries

Councillors are required to structure their remuneration packages to ensure that the total contribution is
not less than 15% of their pensionable salaries.
Members and Councillors are permitted, and encouraged, to make additional voluntary contributions
to the Fund, thereby increasing their overall retirement savings and maximising their potential for sound
retirement outcomes.
Death and disability cover
The Fund offers members a range of flexible and affordable death and disability cover options designed to
deliver reliable, cost-effective financial peace of mind.
Funeral cover
Irrespective of the death and disability cover options chosen by fund members, they and their immediate
family members automatically qualify for funeral cover. A range of flexible cover options is provided,
including a free repatriation benefit for the transfer of the deceased’s remains from anywhere inside the
borders of South Africa to the place of burial.
Pension-backed home loans
Qualifying members are able to access a pension-backed home loan scheme through which they receive
surety for a home loan of up to 60% of their member share value.
In-fund living annuity
The Fund and its trustees recognise that they have a responsibility to members that extends beyond their
retirement date. To deliver on this fiduciary responsibility, the Fund offers members the option of moving
some or all of their retirement savings into a flexible, cost-effective, living annuity that is provided by the
Fund and endorsed by the trustees.
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A BRIEF HISTORY OF
LA RETIREMENT FUND
2014
Remaining DB members given
another option to transfer to
DC section.

2016

2003
• Defined Contribution (DC) option established
as compulsory fund option for all new
members.
• Existing Defined Benefit (DB) members given
the option to transfer to the DC section.
• 1 170 members transfer to the DC section.

• Fund name changes to LA Retirement
Fund.
• New website and administrator’s new
mobile app introduced.
• All remaining active DB members
transfer to the DC section.
• New councillor trustee appointed.
• Substantial benefit improvements
introduced.

1997
2017
• Flexible funeral cover introduced,
offering three affordable levels of
cover.
• In-Fund Living Annuity implemented,
giving retiring members low-cost
benefits with superior returns and
governance.
• A new quarterly investment
newsletter introduced.
• Death cover extended to members
who stay in service beyond age 65.
• Work commences on further flexible,
cost-effective benefits like Voluntary
Critical Illness Cover and Voluntary
Extended Family Funeral Cover.
• Enhanced engagement with
prospective members at local
authority inductions.
• A focus on Fund governance,
specifically alignment with King IV and
Default Regulations 37, 38 and 39.

More than 18 500 members
transfer to the CJRF.

1996
Members given option to transfer
to the defined contribution Cape
Joint Retirement Fund (CJRF).

1980
Two provincial local authority
funds amalgamated into the
Cape Joint Pension Fund.

Cape Joint Pension
Fund established.
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1943

GROWTH IS NEVER
BY MERE CHANCE; IT IS
THE RESULT OF FORCES
WORKING TOGETHER.
JAMES CASH PENNEY
9

FOREWORD BY THE CHAIRMAN

SAKKIE DU TOIT
Chairperson

The 2017 financial year was an extremely busy period for the board of trustees
and all the stakeholders and service providers who contribute to the continued
success and effectiveness of the LA Retirement Fund. Despite numerous
significant economic and market challenges and an increasingly regulated
retirement fund environment, the Fund continued to deliver on its promises to
its members. In fact, over the period under review, the benefits for members
and the levels of service they enjoy have continued to steadily increase, as is
evident from the contents of this annual report.
GROWING VALUE IN CHALLENGING TIMES
There can be no denying that 2017 delivered more than its fair share of
political and economic challenges, both globally and locally. It was another
rollercoaster year for investors, one in which many were reminded, sometimes
painfully, of the importance of a firm investment plan built on diversification
and a long-term view.
Fortunately for members of the LA Retirement Fund, this is, and always has
been, the investment strategy of the Fund and the stability of our investment
performance – as outlined in the Investment Performance Review section of
this report, which bears testimony to the value of this level-headed approach.
Despite the tough economic climate, we are very pleased that the Fund’s
risk profiled solutions - which are very cost effective thanks to the lowest
investment fees in the industry - have continued to produce solid returns
relative to their peers.
While these portfolios yielded single digit returns, they were delivered over a
period of significant market volatility and uncertainty. It is therefore important
to view these results in the light of low overall returns across most investment
asset classes.
The Fund’s Defined Contribution risk profiled portfolios yielded returns
ranging from 3.08% to 7.76% whereas inflation was 5.49%. This is a sound
performance when you consider that, over the same period, our local equity
market only yielded 1.69%.
The 2016/17 investment review in this annual report offers full details of this
investment performance over the review period ending June 2017. It also
provides a reflection of the more recent market environment as well as some
insights into our views on the markets and economy going forward.
Perhaps more importantly, the Fund’s returns exceeded the market
performance at less than half the average volatility experienced in that market.
The results, when viewed against 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, it remains a leader in the industry. This
is good news, not only for active members of the Fund, but also for retiring
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members who have chosen to purchase the Fund’s low cost and actively managed In-Fund Living Annuity.
In respect of the latter group, comparisons to the retail or unit trust offerings show that choosing the InFund Living Annuity is a superior choice to retiring outside of the Fund. The growth in the take-up of our
In-Fund Living Annuity since inception of this offering bears testimony to this.
In spite of the still weak South African economy and periods of negative market returns, local equities
rallied in the second half of 2017 and ended the year up 21%. While this late performance fell outside of
the reporting period for this annual report, it has enabled the Fund to build on the solid foundations it laid
during the earlier, more challenging 12 months to end-June 2017, which will hopefully mean our members
will enjoy even better news in the investment review section of next year’s annual report.
A CLEAR VISION AND MISSION
During the 2017 financial year, the board formalised the vision and mission of the Fund. While we have
always subscribed to the spirit and promise of the vision to “provide the best possible retirement outcome
for all our members, retirees and pensioners,” verbalising it and displaying it prominently on our website
and in this annual report lends additional gravitas to the responsibility we have for our members. To give
effect to the vision, the board has also outlined a clearly defined mission for the Fund, which commits it to
becoming “a trusted financial and investment partner to our members, retirees and pensioners, helping
them to achieve positive retirement outcomes.” This mission is underpinned by four clear promises that
focus on delivering effective retirement investments, ethical fund management, clear communication and
education, and affordable risk benefits.
ENHANCING THE RISK BENEFITS OUR MEMBERS ENJOY
The board’s ultimate aim is to assist members to achieve a favourable retirement outcome, and to this end
we are committed to trying to keep risk benefit costs as low as possible, without compromising the quality
of the cover that our members’ enjoy. In this regard, the Benefit Consultant and Principal Officer were
tasked with reviewing the Fund’s death and disability offerings to ensure they represent a pure defined
contribution benefit design that incorporates flexibility and offers members the choice and affordability
they need.
The resulting enhanced death and disability cover options were approved by the board during the 2017
financial year and were then made available to all members in the second half of 2017. In addition, another
two new benefits were introduced in the first quarter of 2018. This was in direct response to requests
from members, but as the delivery of these exciting benefits fell well outside of the reporting period for
this report, they will be covered in the 2017/18 annual report.
INCREASING NUMBERS OF NEW FUND MEMBERS
The intensified focus on actively marketing the Fund to prospective members resulted in a 105% increase
in the number of new members’ that joined the fund in the year under review, when compared to the 12
months of the previous financial year. While retirements and resignations from the Fund meant that this
growth in new members did not increase the overall number of active members, it is very pleasing to see
that the Fund’s appeal as a retirement savings vehicle of choice is growing, particularly amongst new, and
often, younger municipal employees. We are confident that the contemporary new Fund identity, coupled
with the steadily growing number of valuable benefits, is playing a vital part in enhancing the Fund’s appeal.
The work of the Fund Counsellor during the review period undoubtedly contributed to this growth in
new members as did the Fund’s proactive approach towards building strong working relationships with
employers and new and existing members.
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ENHANCING OUR PENSIONER ASSETS
I mentioned in last year’s annual report that the board would be concentrating on further enhancing the
pensioner growth assets of the Fund. The aim remains for these growth assets to achieve higher returns,
which, will allow us to continually improve the annual pension increases provided by the Fund.
In this regard, the board 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 and, to date, four of the seven properties have been sold at or very near market
valuation. The sale of these properties not only enables us to comply with pension fund regulations, but
has also freed up the value of the Fund’s direct property investments so that these monies can be invested
elsewhere with a view to achieving better returns. The Newshelf board has focused on the sale of the
remaining three buildings and progress in this regard will be reported in the next annual report.
The portion of the Pensioner portfolio that is managed in terms of a Liability Driven Investment (LDI)
strategy has continued to match the pensioner liability and the trustees granted a pension increase in
line with the Pension Increase Policy without compromising on the overall funding level of the pensioner
portfolio. Pension increases were declared equal to 64% of inflation and 65% of inflation respectively on
1 January 2017 and 1 January 2018. In addition, discretionary pensioner bonuses of 50% of gross monthly
pensions were declared on 1 December 2016 and 1 December 2017.
PARTNERING WITH MEMBERS TO ACHIEVE OPTIMUM RETIREMENT OUTCOMES
Over the period under review, the Fund’s team of professional service providers and the Principal Officer
invested a great many hours into enhancing the annual member benefit statements. In line with the
requirements of the upcoming Default Regulations and King IV, the new statements include a projection of
the estimated value of a member’s monthly pension at retirement to allow members to determine if this
will be enough, or if they need to try and save more to prevent a shortfall.
While some retirement funds have introduced what is known as a Net Replacement Ratio (NRO) which
attempts to express the member’s pension value as a percentage of their current pensionable income, we
believe this can be confusing for members. As such, our projection statements show members the actual
rand value (in today’s terms) of their expected monthly pension. We think this makes it much easier for
members to assess whether they are saving enough towards their retirement.
COMPLIANCE WITH THE DEFAULT REGULATIONS
Shortly after the Registrar of Pension Funds issued the first draft of the Default Regulations in 2015, the
Fund’s service providers began developing its In-Fund Living Annuity and this was launched in the middle of
2016 as a cost-effective offering to all retiring members.
The trustees had already introduced a default Lifestage investment programme in 2014. This default
investment option is also a requirement of the new regulations.
While in-fund preservation for members resigning from employment has always been permitted as
an alternative to exiting the Fund, this offering was formalised and the rules were amended in 2016 to
allow such deferred membership to take a portion (or their entire member share value) before their
retirement.
These actions have ensured that the Fund is already fully prepared for the implementation of the Default
Regulations on 1 March 2019.
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IF EVERYONE IS MOVING
FORWARD TOGETHER,
THEN SUCCESS TAKES
CARE OF ITSELF.
HENRY FORD
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LOOKING FORWARD
As a board of trustees, we will continue to focus on what we can control rather than becoming distracted
by uncertainties in the market. We retain our commitment to managing the Fund’s assets in a prudent and
risk-controlled manner, leveraging robust diversification while keeping costs low. While we remain risk
conscious, we are cautiously optimistic about domestic growth assets going forward and we anticipate that
performance over the next 12 months should improve both in absolute terms and relative to inflation.
We will continue to deliver on our commitment to our Fund members through an absolute focus on a
culture of ethical conduct and good governance. And through innovation, thought leadership and our
understanding of the needs of our members, we will keep on designing and enhancing our retirement
savings solutions and risk benefits to ensure they deliver maximum value and the best possible retirement
outcomes.
THANK YOU
My heartfelt thanks go to our members and pensioners for the trust you continue to show in the Fund and
the board. My sincere gratitude also goes to all our participating employers who recognise the Fund’s value
offering and assist new employees to make informed decisions.
A particular vote of thanks, also, to our professional service providers and our Principal Officer who, as a
team, help us ensure that we are consistently delivering on our mandate and mission and remain firmly on
track to realise our Fund’s vision.
Lastly, thank you to my fellow trustees for your ongoing commitment, professionalism and support.
Sakkie du Toit
Chairperson
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SUMMARISED FINANCIAL REPORT FOR 2016/17
The main income and expenditure items for the financial year were as follows:
2017
Accumulated funds beginning of period
Plus: Income

2016

3 998 813 407
R million

Contributions – members and employers

4 068 732 413
R million
82

84

Transfers received

0

1

Reinsurance recoveries

7

10

Net investment income

113

273

2

12

Monthly pensions

197

205

Other benefits

208

211

15

14

Other Income
Minus: Expenditure

Reinsurance premiums (Risk benefits reinsured)
Operating, administration and management
Accumulated funds end of period

14

17

3 771 013 669

3 998 813 407

BENEFITS PAID
Excluding the monthly pension payments, the other major benefits paid by the Fund during the financial
year were as follows:
2017
Lump sum payments on retirement
Number of members
Resignation benefits
Number of members

2016

R128 517 452

R125 007 955

73

67

R53 111 351

R56 660 211

44

48

FUNDS AND RESERVES
During the year under review, total Funds and Reserves - which is the total of the members’ and
pensioners’ interest - decreased by R228 million. This was primarily the result of the lacklustre
performance of the financial markets in which these interests were invested.
COST MANAGEMENT
While membership numbers remained stable year-on-year, the Fund still succeeded in reducing its total
operating, administration and management costs from R17.1 million in 2016 to R13.8 million in the year
under review. This is a cost reduction of R3.3 million, or 19.3%.
UNQUALIFIED AUDIT
The Fund once again received an unqualified audit report from its external auditors, Ernst & Young. The
audit report can be accessed at www.laretirementfund.co.za.
Melanie Engelbrecht
Verso Financial Services
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INVESTMENT REVIEW
During the year under review to the end of June 2017, negative headlines continued to dominate South
African media as political leadership battles waged on in the country. Concerns around the continued
independence of the South African Reserve Bank, the deterioration of state-owned enterprises (SOEs),
the radical proposals regarding the Mining Charter, the revelations around KPMG’s work for the Gupta
family, and material State Capture allegations all delivered stunting blows to any prospects the country
hoped for in terms of economic growth and development.
As a result, South Africa effectively entered a technical recession with an economic growth rate that was
one of the slowest in the world and very poor business and investor confidence levels.
Against this backdrop, it was no surprise that the All Share Index managed to deliver a meagre 1.69%
growth over the 12 months ended June 2017, while inflation for the same period was 5.49%. This was a
continuation of the underperformance trend established over the previous two financial years, resulting in
the local equity market producing a return of just 3.43% for that 36-month period.
DEFINED CONTRIBUTION FUND PERFORMANCE
Perhaps unsurprisingly, the Fund’s risk profiled portfolios produced low single-digit returns for the
12 months to end-June 2017. However, while these risk profiled portfolios could not outperform their
inflationary targets, they have largely continued to deliver better performances than their municipal fund
peers and, even, numerous fund products provided by the broader SA retirement industry.
In fact, the figures, shown below for the financial year under review reveal the Fund’s overall performance,
after costs, to be amongst the strongest in the industry:
Accumulation

3.08%

Consolidation

5.01%

Preservation

5.58%

Cash Plus

7.76%

Shari’ah

1.55%

Inflation

5.49%

Viewed over the longer term, since the inception of the Fund’s risk profiled portfolios in July 2014 the
performance, after costs is as follows:
Accumulation

5.49%

Consolidation

7.57%

Preservation

7.38%

Cash Plus

7.72%

Shari’ah

7.01%

Inflation

5.39%
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A JOURNEY OF A
THOUSAND MILES BEGINS
WITH A SINGLE STEP.
LAO TZU
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These figures mean that, since inception, the Fund has provided sound real returns despite challenging
market conditions, and it has also outperformed its municipal peers as well as the broader industry of
retirement fund products over this longer period.
Given the continued challenging environment, the trustees’ focus remains on controlling the controllable
via prudent and tactical asset allocation, robust fund diversification and cost-effective protection strategies.
Staying with this well-defined, long-term investment strategy, which incorporates responsible investment
principles, will pay dividends.
PENSIONER PORTFOLIO
PERFORMANCE
The Pensioner Portfolio is managed in
terms of a Liability Driven Investment
(LDI) strategy, which aims to deliver
on the promise made to pensioners as
closely as possible. More specifically, the
objectives of the LDI mandate are to:
•	ensure that the asset proceeds
meet the liability with a high degree
of certainty by optimising liquidity
management;
•	meet the first objective in the
Pension Increase Policy, which is
a percentage increase linked to
headline inflation per annum; and
•	ensure that the Fund’s solvency
position is healthy and protected.
For the 12-month period ending 30
June 2017, the portfolio yielded 2.55%.
The Trustees granted a pension increase
in line with the Pension Increase Policy
without compromising the overall
funding level of the pensioners.

Why cash still isn’t king in a low investment growth
environment
Given the lingering economic uncertainty and low returns
achieved in equity and other growth markets, it would be
understandable to wonder whether the interests of the
Fund’s members would be better served by simply moving
their investments into cash. However, research done by
Old Mutual shows that this would not be a prudent course
of action. The findings revealed that the return from cash
in South Africa over the last 88 years has been 6.9%, while
inflation over that same period has averaged 6.2%. When
one also considers the impact of tax and costs on members’
retirement savings, such a cash investment would therefore
effectively lose money in the long term.
To combat inflation, an optimal balance of low-risk and
high-growth assets, such as equities and listed property, is
the best approach for members. The research bears this
out by revealing that, over the same 88-year period, local
equities have produced returns of inflation plus 7.8% per
year on average. This performance makes the South African
equity market one of the top three in the world over the
long term.

LOOKING AHEAD
Cyril Ramaphosa’s appointment as the new South African President has provided a much-needed boost
to investor confidence, however he still has a massive task on his hands to fully restore the country to its
economic growth path. Political tensions and uncertainty remain high and will continue to contribute to
an uncertain local landscape for some time. The market environment will remain volatile and, as such, risk
management rather than chasing performance remains the key focus of the Fund’s trustees. This means
that members should probably not expect high double-digit performance numbers going forward.
That said, we remain cautiously optimistic about the prospects for growth assets like equities. Global
growth is projected to accelerate to more than 3%, which could be the best performance since 2014 and
will offer some support to local equities.
There is also a need to manage the Fund’s currency exposure very carefully. In our second quarter 2017
market commentary to the end of June last year, we noted that there could be no certainty that the Rand
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would continue to weaken, despite negative political news. As a result, the Trustees implemented currency
protection strategies to protect the Funds’ offshore assets against Rand strength, which would effectively
diminish performance. These investment decisions have delivered excellent results recently, as the Rand
strengthened by more than 11% for the 12 months ended March 2018.
It could now be argued that the Rand has strengthened so much against other major currencies that it
is time to take as many of the Fund’s assets as possible offshore. With the recent changes in Regulation
28 of the Pension Funds Act the Fund can now invest as much as 30% offshore (previously 25%) and an
additional 10% (previously 5%) into Africa, excluding South Africa.
What’s more, developed offshore equity markets, especially the United States are trading at expensive
valuations with the US stock market experiencing its second longest bull market in history. Since March
2009, the S&P 500 has gained more than 250%.
These relaxed exchange control regulations and strong offshore returns can create a strong temptation
to move more assets offshore; but doing so without consideration of the Fund’s risk profile would be a
mistake.
That’s because it would not be prudent to simply assume that our currency has had its run and will now
weaken again. There is still the possibility of further strength, particularly given the so-called “Ramaphosa
effect” and the potential for a positive commodity cycle. If the Rand does strengthen, it could trade below
R12 to the US dollar in the next 12 months.
Of course, there is also the possibility that the Rand weakens going forward, which is why the Fund
continuously implements protection strategies to balance these scenarios and retain the most optimal
offshore exposures.
It’s also not possible to predict when the global bull run will come to an end. We do know, however, that
markets tend to revert to the mean over time and excesses in one-direction almost always lead to moves
in the opposite direction. As such, the trustees are continuously looking for opportunities to lock in the
healthy gains achieved on offshore equities, while also hedging against any potential downside in these
developed markets.
Finally, the South African listed equity markets are not expensive right now and could still deliver
competitive returns for the next three years. Many shares have underperformed and may reverse this
trend going forward. We therefore consider it possible that the time may be right to accumulate more
local equity exposure again. This availability of attractive local opportunities is another reason why the Fund
is not just rushing to take more money offshore.
The trustees will continue to monitor and review the investment strategy through these uncertain times.
The most important focus remains on balancing the Fund’s risk profiled portfolios across asset classes and
investment managers and funds to ensure that they meet the members’ investment objectives over the
longer term, while paying attention to short-term risks.
Duncan Theron
GraySwan Investments
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ADMINISTRATION REVIEW
About the administration function
The administration involves month-end reconciliations as well as processing and paying benefit
claims and monthly pensions. The administration team also produces financial reports, undertakes
death claim investigations, processes pension-backed home loan applications, and does individual
transfers, tax reconciliations, quotation requests, and individual member data changes.
The Fund’s Member Support Services function responds to an average of 500 calls from members,
retirees and pensioners per month. In addition to resolving telephonic queries, the Member
Support team also provides services to numerous walk-in members and pensioners.
BENEFIT ENHANCEMENTS
In the 2017 financial year, the Fund introduced a number of innovative benefit improvements, and
implemented various requirements to ensure compliance with regulations.
Further enhancements were made to the insured death and disability benefit offerings and the Voluntary
Extended Family Funeral Cover and the Voluntary Critical Illness Benefit were added shortly after the
reporting period. Changes to the insured death benefits saw the implementation of different levels
of death cover linked to defined age bands and the extension of the provision of death benefits to
members who remain in service beyond their normal retirement age.
The implementation of the In-Fund Living Annuity was also finalised with the first retiring members
joining during the year.
BENEFIT STATEMENTS
In line with King IV guidelines, the benefit statements issued for the year ending 30 June 2017 offered
members a view of their retirement planning status by providing a forward-looking potential value of
the pension they will be able to purchase at current values.
All of these enhancements required substantial administrative and systems developments.
BENEFIT CLAIMS
The following benefit claims were processed for the period 1 July 2016 to 30 June 2017:
Claim Type
Withdrawals

Number
44

Value
R53 111 351

Lump Sum Disability

1

R1 283 741

Retirement Claims

73

R128 517 452

Death Claims

11

R19 590 480

Divorce Claims

7

R4 985 123

Funeral Claims

22

R366 000

Derek van Wyk
Verso Financial Services
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ACTUARIAL REVIEW
About the actuarial function
The main objective of the actuarial valuation is to determine the financial condition of the Fund.
The actuary compares the value of the assets in the Fund to the value of past service benefits and
reserves, reviews the investment returns, and recommends the level of pension increases that can
be afforded.
As at 30 June 2017, the financial condition of the Pensioner Account and DC Section was as follows:

30 June 2017

R million

2000
1500
n Assets

1000

n Past service benefits and reserves
n Surplus

500
0

Pensioner
Account

DC Section

The Pensioner Account was 102.6% funded and the DC Section was 100% funded.
Investment returns allocated to Members’ Shares for the year ending 30 June 2017 were as follows:
Accumulation portfolio

3.1% p.a

Consolidation portfolio

5.0% p.a.

Preservation portfolio

5.6% p.a.

Cash portfolio

7.8% p.a.

A pension increase of 3.3% was awarded, effective 1 January 2018.
A bonus of 50% of monthly pension was granted to pensioners in December 2017.
The Fund is in a sound financial condition as at 30 June 2017.
Sean Neethling
Fund Actuary: Momentum Consultants and Actuaries
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FOCUSED ON GOOD GOVERNANCE
The LA Retirement Fund places a priority on being well managed and complying with the rules and laws
that govern retirement funds in South Africa.
THE BOARD OF TRUSTEES
A board of trustees (the board) oversees the Fund and is responsible for setting the strategic direction of
the Fund, planning and approving Fund policy, overseeing and monitoring the operations of the Fund with
the assistance of the Principal Officer, and ensuring accountability of management and service providers to
the Fund.
The board appreciates that the core purpose of the Fund is to provide good retirement outcomes for
its members and that these outcomes are interlinked with the risks and opportunities that the Fund and
its members face, as well as the strategy, performance and sustainable development of the Fund and its
investments.
At least 50% of the members of the board are elected by fund members and pensioners, ensuring that
they enjoy adequate representation and have the opportunity to provide input into all board decisions and
actions. The remaining 50% comprises of trustees appointed by local authorities and additional trustees
who may be independent. They are appointed to the board based on the value of their experience and
their ability to add value to the lives and futures of the Fund’s members.
As at 30 June 2017, the board of trustees comprised the following members:

Mr I du Toit
Chairperson/Additional
Member of the Audit committee
Term ends 2018

Mr WR Meiring
Employer Councillor
Member of the Audit committee
Term ends in 2021

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

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

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

Mr JAH van den Berg
Pensioner
Term ends 2018

Mr DL Carstens
Member
Term ends 2019

Mr JDB van der Merwe
Pensioner
Terms ends 2018

Mr PW Esterhuizen
Pensioner
Term ends 2019

Mrs I Hartlief
Principal Officer
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THE ROLES AND RESPONSIBILITIES OF THE BOARD
In addition to having the responsibility of overseeing and managing the Fund on a daily basis, the board is
also required to perform the following functions:
• Assess, select and monitor investments and investment managers.
• Communicate with members about all matters regarding the Fund.
• Make decisions regarding the payment of death benefits to beneficiaries and/or nominees.
• Help resolve any disputes lodged by members about various aspects of the Fund.
•	
Know and understand the rules of the Fund and be aware of any changes to the law governing the
Fund.
To help it deliver these outcomes, the board is permitted to call on the services of various external experts
and consultants. In such instances, however, the trustees always have the final say and are fully accountable
to members for all decisions and actions taken by the board.
ENSURING ALIGNMENT WITH KING IV
During the year under review, the board of trustees embarked on a process of aligning its mission,
practices and protocols towards the implementation of a world-class governance system as envisaged by
the King IV Report on Corporate Governance for South Africa.
In keeping with the guidelines and requirements of King IV, the board has adopted a formal governance
framework that includes various audited and newly drafted policies and documents, among them:
• a Board Charter on Ethical and Effective Leadership and Operation;
• a Board Code of Conduct;
•	
a delegation framework for sub-committees and other persons authorised to act on behalf of the
Fund;
• a King IV assessment strategy; and
• a revised Trustee Declarations of Interest Policy.
ONGOING BOARD EVALUATION
The King IV code recommends that a formal evaluation process be conducted at least every two years
and that the board should consider, reflect on and discuss its performance, as well as that of the subcommittee/s, the chairperson, and the principal officer.
In line with the above requirement, the board annually evaluates its own performance as well as that of the
principal officer and all other service providers. The Audit Committee undertakes an evaluation of its own
performance and this assessment is made available to the board. Any areas identified as requiring attention
or development, are highlighted and the necessary actions are taken and reported.
GROWING BOARD COMPETENCY LEVELS
Various policies have been drafted to assist the Board in fairly exercising their responsibilities. The Trustee
Training Policy ensures that the board commits to constantly improving its competency levels, which
ensures better decision-making.
ETHICS
The board is committed to fostering an ethical Fund culture. Every trustee is required to sign the Fund’s
Code of Conduct, confirming their acceptance of the fundamentals of integrity, competence, responsibility
and accountability. The trustees are also required to declare any conflicts of interest, recuse themselves
from decision making in the event of a conflict arising, and take whatever actions are necessary to remove
or manage such conflict. The Fund’s service providers, including all investment managers, are also required
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to complete a declaration every six months, confirming that they have not benefitted directly or indirectly
from their association with the Fund other than the agreed compensation they receive for their services.
THE PRINCIPAL OFFICER
The board of trustees is assisted by the Principal Officer in running the Fund. The Principal
Officer fulfils a strategic, executive and compliance function. The Principal Officer is responsible for
ensuring that all decisions taken by the board are actioned and that all the Fund’s service providers fulfil the
conditions of their contracts and mandates.
FUND RULES AND LEGISLATION
The Rules of the LA Retirement Fund define how the Fund works, they specify the contributions and
benefits, and they detail the management structure. These Fund rules are amended from time to time to
keep them up to date with benefit improvements and legislative changes. Any such changes have to be
approved by the Financial Services Board (FSB) and are communicated to members.
LEGISLATION AFFECTING THE FUND
The Fund is governed within a legal framework that is defined by several pieces of legislation, the most
notable of which are the Pension Funds Act, 1956 and the Income Tax Act, 1962, as amended.
In addition, the Fund complies with all relevant requirements of the following Acts:
• The Labour Relations Act
• The Employment Equity Act
• The Financial Institutions (Investment of Funds) Act
• The Long-term Insurance Act
• Promotion of Access to Information Act
• Protection of Personal Information Act
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REPORT BY
THE PRINCIPAL OFFICER
The 2017 financial year was a hive of activity in all areas of Fund operations, but
especially in terms of the board’s focus on the draft Default Regulations, which
have subsequently been finalised and issued by the Registrar of Pension Funds
to come into effect on 1 March 2019.

ILSE HARTLIEF
Principal Officer

ENSURING ETHICAL AND EFFECTIVE FUND GOVERNANCE
The board serves as the focal point and custodian of governance in the Fund
and is therefore absolutely committed to being a responsible and ethical entity.
The dire need for this level of good governance commitment has been amply
demonstrated in recent months and years by the often-massive governance
failures in both public and private sectors across South Africa.
These failures have dominated the news and the unfortunate consequence of
this has been a negative impact on the country’s pension and provident fund
members, either directly or indirectly. In addition, the failures of many stateowned enterprises have unfortunately resulted in citizens being required to pay
more for the services these institutions deliver.
This serves as a sobering reminder of how disastrous such a governance
failure at fund level would be for members of such a fund, particularly given
that most employees hold a large portion of their personal wealth in these
retirement funds and depend on them to secure the retirement outcomes
they desire.
As such, the board of the LA Retirement Fund is acutely aware of the immense
responsibility it has to be good stewards of the retirement investments placed
under its care. In this regard, the prioritisation, by the King IV Report, of ethical
and effective leadership that delivers on strategic objectives and enables
positive outcomes is of utmost importance to the board and extensive work
has been done over the past number of years.
The board’s good governance journey began in earnest in 2012 with
work done to align the Fund with PF130 and with the King codes. This
work has continued and, indeed, intensified over the years and culminated
in a two-day workshop in February 2018 at which the requirements of
King IV - as it applies to retirement funds - were fully unpacked. The
end result of this was that the board formally adopted a governance
framework at this workshop.
A comprehensive gap analysis was also undertaken in February 2018 and
this revealed a few minor shortcomings in respect of the Fund’s complete
alignment with the requirements and guidelines set out in King IV. A plan of
action, with a detailed timeline, has been drawn up to address these gaps.
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OUR GOVERNANCE COMMITMENT
The board’s commitment to ethical leadership and good governance is built on the following three
cornerstones:
1. We acknowledge that ethical leadership must result in effective leadership.
While leadership starts with each individual trustee, it finds its expression through the board as a collective,
which accepts the responsibility it has to set the appropriate example and tone, referred to as an ethical
culture. The board requires similar behaviour from all the Fund’s service providers and, where possible,
measures and assesses it. This ethical leadership approach was formalised after the current reporting
period in a Board Charter that was approved at the end of March 2018. The other, existing protocols link
to this Charter, including the Code of Conduct, annual formal declarations of interest, a joint appraisal
system and a gift policy.
A recent good example of the Board’s commitment to attending to governance matters is that, by the end
of March 2018, the Board had revised and approved the Fund’s Protocol on Receiving Gifts to include the
provisions of Directive 8 that was only issued by the Registrar on 8 March 2018.
2. We employ an assurance approach wherever possible.
The board fully assesses the activities and reporting of the properly mandated Audit Committee and the
Principal Officer. Other independent assurances are provided by the Fund’s auditor and actuary in their
statutory reports.
3. For us, good governance is never merely regulatory compliance.
The board recognises that good governance cannot be achieved through a focus on ‘ticking the boxes’
of legal and regulatory compliance. True good governance results from a deeply entrenched culture of
ethics and values combined with the effective employment of all available resources to achieve the desired
governance outcomes.
As a practical governance guideline, the board therefore seeks to ensure it can answer all of the following
questions with a resounding ‘yes’:
• Did we deliver what we promised our stakeholders (especially our members, pensioners and
employers)?
• Did we meet the benchmarks we set as a board?
• Did we improve retirement outcomes for our members?
• Did we add to the financial security of our pensioners?
•	
Did we act responsibly towards each other, and the members, pensioners, employers, regulatory
authorities, and our service providers?
•	
Did we effectively employ the Fund’s assets and resources to improve the outcomes of our members
and pensioners while at the same time investing responsibly?
COMMITTED TO RESPONSIBLE INVESTMENT
The board recognises that a key aspect of the Fund’s ability to ensure positive retirement outcomes is a
commitment to responsible investment of the funds entrusted to it. To this end, the Fund is committed
to incorporating environmental, social and governance (ESG) factors into all investment decisions. This
commitment was formalised in 2016, when the Fund became a United Nations-backed Principles for
Responsible Investment (PRI) signatory. At the time, the LA Retirement Fund was one of the first South
African retirement funds to make this commitment.
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The PRI encourage investors to use responsible investment to enhance returns and better manage risks.
As a PRI signatory, the board makes effort to invest in ways that enhance the wellbeing of communities and
the environment while generating good investment returns for the Fund’s members. This commitment and
approach is in line with principle 17 of King IV, which focuses on responsible investing.
The board upheld these principles by renewing its membership of this international body during the year
under review. The board also submitted a voluntary first report to the PRI during the first quarter of 2017
and then provided its first mandatory report during the 2018 financial year.
In addition to being a signatory to the PRI, the board supports the voluntary Code for Responsible
Investing in South Africa (CRISA). The Fund’s Responsible Investment (RI) policy was issued in July 2017,
with a summary made available on the Fund’s website.
The Board’s continued commitment to incorporating Environmental, Social and Governance (ESG) factors
into its investment decision-making is further evidenced by the fact that ESG is a standing item on every
month’s investment meeting agenda, as well as the inclusion of ESG issues in the trustees’ annual training
workshop.
LOOKING FORWARD
Given the importance of good governance to all our stakeholders, and the proven value of including ESG
considerations in investment decisions, the Fund will continue to increase its focus and reporting on both
of these issues in the coming months and years. Future editions of this report will offer more detail in this
regard.
Ilse Hartlief
Principal Officer
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LEGAL AND TECHNICAL REVIEW
The regulatory environment for retirement funds is focused on improving member outcomes and ensuring
proper governance by the boards of trustees overseeing these funds. Within these two themes, various
layers of responsibilities and required activities exist.
Of particular importance at this moment are the application of the King IV Report on Corporate
Governance for South Africa and what is commonly referred to as the Default Regulations (i.e. Regulations
37, 38 and 39 to the Pension Funds Act). Then there is the Treating Customers Fairly (TCF) initiative
which, in the context of retirement funds, focuses on improving members’ experience with their funds and
maximising the likelihood that they enjoy positive retirement outcomes.
ALIGNING WITH KING IV
The principles encompassed in the King IV report - with emphasis on those covered by the King IV
Supplement for Retirement Funds - came into effect on 1 April 2017. This set of voluntary principles and
good practices is aimed at ensuring good governance, beginning with ethical and effective leadership that
sets sound strategies and then closely monitors the outcomes.
Although the application of King IV is not legally binding, failure to implement good corporate governance
practices and, by implication, the principles set out in King IV, may invoke liability in certain circumstances.
Accordingly, Simeka recommended to the board of trustees that it embraces King IV and works to align
and comply as fully as possible with the principles and practices.
The board committed to doing this and the first significant steps taken in this regard were as follows:
1. Auditing the Fund’s current governance process.
2. Adopting a governance framework committing the board to good governance.
3. Passing a charter on ethical and effective leadership.
RESPONDING TO THE NEW REGULATIONS
In the previous annual report, it was stated that retiring members could access the newly introduced
and cost-effective In-Fund Living Annuity from 1 July 2016. A similar cost-effective and flexible in-fund
preservation option is available to members on their resignation from employment. This in-fund
preservation has also been available since 1 July 2016. These two cost-effective in-fund solutions,
together with the Fund’s Lifestage investment model, represent the core of the Fund’s response to the
new Regulations 37, 38 and 39. Although the regulations only take effect on 1 March 2019, the Fund has
already implemented the required strategies and has been compliant with these regulations since the
middle of 2016.
Another significant aspect of the Default Regulations is the requirement for funds to provide their
members with retirement benefit counselling. This effectively means that funds need to ensure that they
provide their members with clear, timeous, accurate and relevant information to help those members
make good retirement decisions, particularly when their benefits become payable. In this regard, too,
the Fund took a proactive approach by appointing a fund counsellor to focus on offering guidance and
assistance to members who are retiring or resigning from the Fund and explaining the structures on offer
to best leverage or preserve those benefits.
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RULE AMENDMENTS
In the year under review, the board passed one rule amendment, which was approved by the Registrar of
Pension Funds on 8 June 2017. Rule amendment no 10 became effective on 1 July 2017 and brought about
a revised structure for the defined contribution section’s payment to the Contingency Reserve Account
(CRA), from which the operational expenses of the Fund are paid.
In terms of the rule amendment, from 1 July 2017 the CRA is funded with 0.15% of the annual
investment return earned on the active members’ assets of the Fund and 1.1% of their pensionable
salaries. Retirees in the in-fund living annuity contribute to the CRA through the deduction of R100 per
month from their retirement capital as well as the 0.15% of annual investment return on retirement
capital. The same deductions also apply to members who choose the in-fund preservation option when
they resign from service.
The Fund’s pensioners also contribute to the operating costs of the Fund. Their portion of the Fund
expenses is pre-funded and forms part of the total pensioner liability as valued annually by the Fund’s
actuary.
The balance in the CRA is monitored by the Audit Committee as part of the overall budget process.
The actuary also reports on the balance of this account as part of his annual reporting on the active
members of the Fund.
DEATH BENEFIT ENHANCEMENT
At the 2017 Annual General Meeting in May, a request was put forward to extend the death benefit
insurance for any individuals, particularly Councillors, who remain in service beyond the age of 65 years. In
response to this request, the change to the Death Benefit was implemented with effect from 1 July 2017.
This formed part of a wider rule amendment approved by the board of trustees after 1 July 2017.
POST YEAR-END EVENTS
Some significant events have taken place after 30 June 2017, which is the official financial year-end for this
annual report. More detail on these, and any impact they have on the Fund or its members, will be made
available in the next annual report, however they are worth noting as follows:
• The insured death and disability benefits were restructured with effect from 1 September 2017.
• Rule 17(5) was removed after much legal and actuarial investigation and consultation.
• Two new voluntary insurance benefits, namely the Voluntary Critical Illness Benefit and the Voluntary
Extended Family Funeral Cover, were introduced early in 2018.
• On 8 March 2018, the Registrar of Pension Funds issued a directive with the heading “Prohibition on
the acceptance of gratification”.
• The Financial Services Board (FSB) was replaced by the Financial Sector Conduct Authority (FSCA)
with effect from 1 April 2018 as part of the formalisation of recent legislation overseeing the financial
sector.
Braam du Plessis
Simeka Consultants & Actuaries
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COMMUNICATION REVIEW
The “apply and explain” principle of King IV sets out the requirement for funds to undertake clear and
frequent communication with stakeholders, particularly their members. This annual report is a major
component of the LA Retirement Fund’s response to this requirement and is a key feedback channel for
all parties with an interest in the Fund. However, the Fund is also committed to ongoing clear, relevant and
helpful communication to its members and invests significantly into this type of continuous engagement in
addition to its annual reporting.
This communication takes place across a variety of channels, including email, web, and print media and
covers a number of key focus areas, with a particular emphasis on:
• Providing members with the information, education and insights they need about all aspects of the
Fund, thereby enabling them to make informed decisions.
• Offering clear benefit explanations and updates that simplify often complex information and make it
understandable to all members.
• Delivering regular, comprehensive and timeous investment performance information.
• Providing easy to understand benefit statements that include all information members need to
accurately assess the current and future state of their retirement fund savings.
OVERVIEW OF COMMUNICATIONS FOR 2016/17
The 2016/17 financial year was another very busy period from a communication perspective as the
Fund introduced numerous benefit enhancements, finalised the rollout of its In-Fund Living Annuity and
In-Fund Preservation offerings and focused intently on enhancing its commitment and approach to good
governance. All of these were supported by ongoing member communications throughout the year.
NEW AND ENHANCED BENEFITS
The Fund communicated extensively with its members regarding the various new and enhanced benefits it
introduced during the course of the 2017 financial year.
The focused member communication campaigns provided clear and understandable information about:
• Extended funeral cover
• Voluntary critical illness benefit
• Increased funeral cover options
• The new cost-effective death and disability benefit structure
• The features and benefits of the In-Fund Living Annuity
FUND WEBSITE
The Fund’s website (www.laretirementfund.co.za) is a key channel through which it communicates with
its members. In addition to publishing all Fund, regulation, product and benefit updates, the website
allows members to access regular Fund newsletters and up-to-date monthly information about the Fund’s
investment performance.
User statistics for the website indicate that there is steady growth in usage by Fund members, many of
whom use this convenient digital channel to keep up to date with new developments and benefit offerings.
This is supported by electronic newsflash messages and member newsletters that are emailed to all
members whose email addresses we have on file. Hard copies of the newsletters are mailed where emails
are not known.
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The new online quarterly investment newsletters have proven particularly popular amongst members and
are now one of the Fund communiqués with the highest readership rate.
Detailed explanations of the new In-Fund Living Annuity and In-Fund Preservation options were also made
available on the website and these were accessed by many of the Fund’s members, as were the pages
dealing with the other new and enhanced benefits.
In the year under review, the website was refreshed to place a particular emphasis on areas in which the
Fund is performing well, such as investments, governance, transparency and benefit provision.
NEW MEMBER ENGAGEMENT AND MARKETING
The success of the Fund’s presence and involvement at City of Cape Town staff induction sessions led us to
expand our involvement in these worthwhile events in 2017. In addition to attending monthly inductions,
the Fund now has representation at City of Cape Town Manager inductions and is also regularly invited
to attend regional inductions. Our involvement at these inductions allow us to raise awareness of the
Fund amongst new employees, which has the potential to deliver the dual benefit of increasing the Fund
member base and ensuring that more municipal employees have access to the Fund’s exceptional benefits.
From a marketing perspective, the trustees made the decision to focus more intently on promoting and
marketing the Fund to prospective new members. In the year under review, we initiated the process
of adapting all Fund presentations and collateral to align with this more proactive marketing and sales
approach.
LOOKING FORWARD
Given that the trustees of the Fund are highly proactive in their management, governance and promotion
of the Fund and are committed to constantly enhancing the benefits it offers its members, we believe the
communication function will become increasingly important, and busy, in the coming months and years.
We consider it a privilege to have the opportunity to be a part of the Fund members’ retirement journey
and remain committed to delivering clear, understandable and educational communication that helps
ensure their successful retirement outcomes.
Valerie Nelson
Old Mutual Corporate Consultants
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CONTACT DETAILS
Physical address:

Belmont Office Park
Twist Street
Bellville
7530

Postal address:

PO Box 4300
Tyger Valley
7536

Tel:

021 943 5305

Fax:

021 917 4114

email:

support@laretirementfund.co.za

website:

www.laretirementfund.co.za

