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STRENGTH AND GROWTH
COME ONLY THROUGH CONTINUOUS

EFFORT AND STRUGGLE.
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MESSAGE FROM THE TRUSTEES

The theme of this 2017/18 LA Retirement 
Fund annual report is “Your retirement 
journey”.  As we continue on our journey 
towards fully integrated reporting, this year’s 
theme speaks to the commitment by the 
Fund to being a trusted partner, on whom 
members can depend to walk with them on 
their journey to retirement and beyond – 
ultimately ensuring that members reach their 
desired destination fully prepared for the 
retirement they deserve. 

A key part of being such a trusted retirement 
journey partner is the provision of clear, simple, 
transparent and compliant information, all of 
which we have done our utmost to provide in 
this annual report. 

As was the case in previous reports, this 
2017/18 annual report demonstrates the 
ongoing effort by the LA Retirement Fund 
trustees to align the Fund’s mission, practices 
and protocols with the governance standards 
set out in the King IV Report on Corporate 
Governance for South Africa. 

We	hope	you	will	find	this	report	useful	and	
informative and that it serves to reinforce our 
absolute commitment to partnering with each 
of our members to create the best possible 
future. 

The Board of Trustees
LA Retirement Fund
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...the provision 
of clear, simple, 

transparent 
and compliant 
information...
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HIGHLIGHTS FOR 2017/2018
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FUND ACHIEVEMENTS

•		Pension	increase	target	rose	from	60%	to	65%	of	inflation	from	1	January	2018		
			and	from	65%	to	70%	of	inflation	from	1	January	2019	
•		Pension	increases:	3.3%	(65%	of	inflation)	on	1	January	2018	&	3.22%	(70%	of		
			 inflation)	from	1	January	2019	
•  Discretionary pensioner bonuses of 50% and 60% of gross monthly pensions  
   declared on 1 December 2017 and 1 December 2018
• Claims worth over R170 million paid
•		Cost-effective	In-fund	living	annuity	grows	in	popularity	(25	retirees	since	launch)

BENEFITS

•  Continued focus on excellent Fund governance
•  Mr Danie Carstens appointed as new Fund Chairman
•  Pensioner Account 103.7% funded
•		DC	Section	(including	In-Fund	Living	Annuitants)	100%	funded
•		Fund	is	fully	compliant	with	Default	Regulations	implemented	on	1	March	2019
•  Fund rules revised and consolidated
•		Received	an	unqualified	external	audit	report

3 GOVERNANCE

4 COMMUNICATIONS

•  Member Support Services responds to 500 calls, on average, per month
•		Benefit	statements	now	include	useful	projected	savings	values	
•  Ongoing engagement with new local authority employees to promote Fund  
   membership
•		Member	education	focused	on	new	death	and	disability	benefit	structures
•  Fund website continues to grow in popularity

•		R3.794	billion	assets	under	management
•  Total funds and reserves increased by R23.4 million
•  84 new members, 58 new pensioners and 12 In-Fund Living Annuitants
•		DC	risk-profiled	portfolios	returned	7.29%	to	11.43%	(vs.	4.38%	inflation)
•		DC	risk-profiled	portfolios	remain	leading	performers	versus	their	peers
•		Sold	last	two	investment	properties	and	invested	earnings	for	the	benefit	of		
   our pensioners
•		Reduced	Fund	costs	by	19.3%	year-on-year
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The	LA	Retirement	Fund	(the	Fund)	exists	to	partner	with	government	employees	to	assist	them	
to	achieve	the	retirement	savings	outcomes	they	deserve.	This	Defined	Contribution	Fund	is	open	
to permanent, contract and part-time local authority employees and has been in existence for 
more than 70 years. 

It	has	an	extensive,	financially	sound	pensioner	pool,	a	proven	track	record	of	superior	investment	
returns	for	its	members	and	it	offers	a	good	selection	of	valuable	and	flexible	death,	disability	and	
funeral	benefits.

ABOUT THE LA RETIREMENT FUND

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.	It	
undertakes their retirement journeys with them and helps them to achieve the positive retirement 
outcomes they need through the following four main commitments:

1. Innovative, cost-effective and risk-managed retirement investments that grow the savings of 
members, thereby maximising the likelihood that they will receive the lifelong pension income 
they need.

2. Ethical retirement fund management, good governance and responsible investment that protects 
   the Fund from external factors that could negatively impact members’ retirement savings.

3. Clear communication and ongoing education that helps members to keep their retirement  
    journey on track.

4.	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

As	at	30	June	2018 As	at	30	June	2017

Active members 1 432 1 463

Deferred members 25 25

Pensioners 3 485 3 705

In-Fund Living Annuitants 16 4

Assets under management R3.794	billion R3.771 billion
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Membership details
As	at	30	June	2018	there	were	1	432	active	members	in	the	Defined	Contribution	(DC)	section	
of the Fund. This is down very slightly from 1 463 members at the same time in the previous year.  
The number of deferred members stayed constant at 25 and the total number of pensioners 
declined to 3 485, of whom 4 live overseas. The average age of original pensioners is 77 (2017: 
76)	years	and	total	pension	payments	amounted	to	R193	million	for	the	year	under	review	(2017:	
R197	million).	During	the	year,	84	active	members	joined	the	Fund,	58	new	DB	pensioners	were	
added and 12 members joined the In-fund living annuity on their retirement.

BENEFITS THAT MAKE THE JOURNEY TO RETIREMENT MORE SECURE 

Retirement investments
Since the LA Retirement Fund is a DC fund, the members carry the investment risk should 
markets	perform	poorly.	However,	they	also	stand	to	benefit	directly	from	any	positive	market	
and/or investment performance. 

In line with the requirements of King IV and the default requirements of the Pension Funds Act, 
the Fund offers a default investment option. The Life Stage investment strategy has been designed 
to meet the diverse investment expectations and risk appetites of most members and provides 
an effective balance between risk and return. This balance automatically shifts as members move 
through their working lives towards retirement age, and is typically more aggressively positioned 
early in their lives, but becomes more conservatively weighted in order to protect their capital as 
they near retirement. 

The Fund also offers options separate to the default investment strategy. Members may choose 
to invest directly in the portfolios that make up the Life Stage strategy, namely the accumulation 
(aggressive)	and	consolidation	(moderate)	phases,	in	whatever	proportions	they	prefer.	Members	
also have the option to invest in a conservative, low-risk fund, known as the preservation portfolio, 
or a cash plus portfolio, which is best suited to those who are very close to retirement and 
want	to	minimize	the	potential	of	being	exposed	to	negative	returns	in	their	final	months	before	
retirement. 

There is also a Shari’ah compliant savings portfolio that meets Islamic investment principles as well 
as the guidelines and standards of the Islamic Accounting and Auditing Organisation.

The Life Stage investment strategy ensures an easy transition at retirement, enabling members to 
choose to have their retirement savings automatically invested in the In-fund living annuity when 
they retire. This annuity provides members with a pension income during their retirement years.
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Fund contributions
To maximise the retirement savings of members, all their contributions to the Fund are augmented 
by additional contributions from their local government employers as follows:

Councillors are required to structure their remuneration packages to ensure that the total 
combined contribution to the Fund is not less than 15% of their pensionable salaries. Fund 
members are allowed to make additional voluntary contributions to the Fund. This is actively 
promoted in Fund communications as a way for members to increase their retirement savings and 
maximise the likelihood that they will achieve the good retirement outcomes they desire.

Death and disability cover
The	Fund	offers	members	flexible	and	affordable	death	and	disability	cover	options	designed	to	
deliver	reliable,	cost-effective	financial	peace	of	mind.

Members also have the option to take out voluntary critical illness cover within three months of 
joining	the	Fund.		This	benefit	helps	members	with	any	expenses	and	lifestyle	adjustments	caused	
by a critical illness or condition.

Funeral cover
All members, 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.

In addition to this automatic funeral cover, members have the option of taking out cost-effective, 
voluntary funeral cover for their extended family members.

Pension-backed home loans
Qualifying members have access to a pension-backed home loan scheme.  This means they are able 
to use a portion of their Fund savings as security to apply for a home loan of up to 60% of their 
total Fund account value.  These loans can only be used to purchase or improve a home. 

In-fund living annuity
As partners on the entire retirement journey of its members, the Fund’s responsibility to those 
members does not end on the day they retire.  As such, members have the option of using some, 
or all, of their retirement savings to purchase a trustee-endorsed or customised living annuity 
from the Fund when they reach retirement. 

Employees Councillors

Own monthly contribution 9%	of	pensionable	salary 7.5% of pensionable salary

Employer contribution 18% of employee’s 
pensionable salary

7.5% or 10% of pensionable 
salary
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Two provincial local authority funds 
amalgamated into the

Cape Joint	Pension	Fund.

1980

Cape	Joint	Pension	Fund established. 1943

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

• More than 18 500 members   
  transfer

1996/
1997

• Flexible funeral cover introduced

• Death cover extended to members who stay in  
  service beyond age 65

• Focus on governance and enhanced engagement 
  with prospective and current members

• Projection statements launched for members

2017

•	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

2003 Remaining DB members 
given another option to 
transfer to DC section.

2014

• Fund name changed 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
• In-fund living annuity introduced for members at retirement

2016

• Voluntary Critical Illness Cover and Voluntary Extended Family Funeral Cover launched
•	Continued	focus	on	good	governance	and	alignment	with	King	IV	and	Regulations	37,	38	and	39
• Enhanced monitoring of service providers against clear KPIs
•	Responsible	Investment	Policy,	Securities	Lending	Policy,	Proxy	Voting	Policy	and	Conflicts		
  of Interest Policy adopted
• Focus on cost management with review of service provider charges and trustee remuneration.
• In-Fund Living annuitant projection statements introduced
• New Chairperson elected and new additional Trustee appointed

2018

A BRIEF HISTORY OF LA RETIREMENT FUND
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DANIE CARSTENS
Chairperson

It	 is	a	privilege	to	be	writing	my	first	annual	
report message in my position as chairperson 
of the LA Retirement Fund. At the outset I 
would like to thank my fellow board members 
for	the	confidence	they	have	shown	in	me	by	
electing me to this position, and I express my 
commitment to doing my utmost to build on 
the solid foundation laid by my predecessor, 
Mr Sakkie du Toit, in order to ensure the Fund 
consistently delivers on its promises to all its 
members. 

I am sure that everyone involved in the
LA Retirement Fund, particularly the members, 
pensioners, and my fellow board members, 
join me in expressing my heartfelt gratitude 
to Mr du Toit for the exceptional contribution 
he has made to the Fund during the time he 
has been on the board and has performed 

the duties of chairperson. His contribution 
in helping the Fund successfully navigate 
its way through its name change in 2016 is 
especially noteworthy, as is his support of the 
many	positive	benefit	changes	that	have	been	
implemented for members and, of course, his 
absolute dedication to ethical leadership and 
the highest levels of governance. 

It	 is	 also	my	privilege	 to	welcome	Mr	 Johan	
Jacobs	 back	 to	 the	 board.	 He	 re-joined	 the	
board as an additional trustee in August 
2018 and we look forward to the positive 
contribution I am sure he will again make to 
the	Fund.	We	also	said	good-bye	to	Mr	Jan	van	
der Merwe who decided to retire at the end 
of his term in December. I thank Mr van der 
Merwe for his 16 years of dedicated service 
to the Board.

FOREWORD BY THE CHAIRPERSON 

Financial freedom is 
freedom from fear.
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While my tenure as chairperson effectively 
began	on	 the	day	 after	 the	official	 reporting	
period covered by this report, I have enjoyed 
the privilege of being an integral part of the 
management and oversight of the Fund during 
the	2017/18	financial	year	and,	in	fact,	since	I	
first	became	a	board	member	in	2013.		As	such,	
I	am	confident	that	I	have	the	insights	required	
to provide the chairperson’s commentary for 
the period under review.
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A trusted partner on our members’ 
retirement journeys
The	2018	financial	year	was	a	very	busy	period	
for the board of trustees and indeed all of the 
Fund’s stakeholders and service providers.  
Despite the challenges associated with 
navigating	often	difficult	and	volatile	local	and	
global markets, and ensuring compliance with 
a steadily rising number of onerous legislative 
changes, the Fund continued to deliver on its 
promise to members to help them secure the 
retirement they deserve. 

Not only have we maintained our focus on 
meeting the needs of our members, we have 
continued to realise our commitment to 
being their trusted partner; one who walks 
alongside them on their journey to, and 
through, retirement. Our low cost, actively 
managed In-Fund Living Annuity, which we 
launched in 2016, has seen a large uptake 
amongst retiring members, especially those 
in the Fund’s default Life Stage portfolio, all 
of whom appreciate the ability it offers for 
seamless, cost-effective transition to a pension 
income at retirement. These retirees continue 
to	benefit	from	the	Fund’s	low	cost	structure	
that they enjoyed while active members, as 
well as from the trustee-approved long-term, 
diversified	investment	approach	and	principled	
philosophy to Fund governance.  

I have aligned the rest of this foreword with 
four promises that underpin the Fund’s 
mission statement, namely effective retirement 
investments, ethical fund management, clear 
communication and education, and affordable 
risk	benefits.

Retirement Investments
After a strong equity market recovery in the 
second half of 2017, the appointment of a new 
President	saw	a	measure	of	confidence	return	
to South Africa. Unfortunately this was short 
lived, mainly due to unrelenting geopolitical 
issues	 that	 led	 to	 a	 flight	 to	 safety	 from	
emerging economies, including South Africa.  

The	year	2018	was	a	very	difficult	one	from	
an investment point of view, with emerging 
markets losing 17% and developed markets 
down 10%. South Africa saw large net 
outflows	of	$	8.1	billion	 from	 its	equity	and	
bond markets. However, despite the tough 
macro-economic environment and very low 
levels of local growth, the Fund’s various 
Defined	Contribution	 risk-profiled	 solutions	
yielded returns above expectations and above 
inflation,	ranging	from	7.29%	to	11.43%.

When viewed against other institutional 
municipal retirement funds and retail unit 
trust	 funds	 with	 similar	 risk	 profiles,	 these	
results	confirm	that	over	the	short-,	medium-	
and long term, the LA Retirement Fund 
remains an industry leader. It is evident that 
the strategies implemented by the trustees, 
combined with their focus on keeping costs as 
low	as	possible,	have	benefited	our	members	
and retirees in these uncertain economic 
times and markets.

Unfortunately, more volatility is predicted 
for	 2019.	 However,	 members	 can	 take	
consolation from the fact that, in these 
uncertain times, the trustees will continue 
to follow a disciplined investment approach 
and will not allow the Fund’s investments 
to hinge on any single macro-economic or 
investment view. A proven strategy involving 
diversification	 across	 sectors,	 industries,	
regions, investment managers, funds and 
currencies will hopefully mean that our 
members will enjoy even better news in the 
investment review section of the next year’s 
annual report. 

Ethical Fund Management
The	Principal	Officer	and	Benefit	Consultant	
have dealt extensively with the subject of 
ethics in their reviews in this report. However 
I would like to re-emphasise that the board 
fully upholds and adheres to its updated 
governance framework that was drafted in 
February 2018.
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The Fund’s service providers are also held 
accountable for delivering consistently 
high quality services that comply with the 
standards set out in their various contractual 
agreements. During the year under review, the 
trustees approved the drafting of a list of key 
performance indicators per service provider 
(the	 KPI	 Protocol)	 and,	 going	 forward,	
all service providers will be required to 
substantiate their performance against these 
key areas of delivery.

Cost management and reduction remain a 
constant focus for the trustees given that the 
Fund’s total cost ultimately impacts members’ 
retirement savings. The board regularly 
reviews offerings, services and fees levied 
across the retirement funding industry and 
benchmarks the Fund against these industry 
standards to ensure that it provides the best 
possible service at competitive costs. 

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 ethical 
culture. As such, the trustees embarked 
on a review of their own costs in the 
year under review through the Trustee 
Remuneration Protocol.  This resulted in 
final	recommendations	being	placed	before	
the board by the Audit Committee in the 
last quarter of 2018. This self-analysis 
resulted in a reduction of the number 
of board meetings annually, the removal 
of meeting allowances in favour of one, 
market-related monthly retainer fee, and an 
agreement that the trustees’ annual training 
would	 be	 undertaken	 in	 the	 offices	 of	 the	
Fund as opposed to an outside venue. These 
three cost-saving initiatives came into effect 
on	 1	 January	 2019	 and	 will	 deliver	 cost	
benefits	 for	 the	 active	 Fund	members	 and	
the In-Fund Living Annuitants.

Communication and education
Based on the understanding that effective 
communication and education empowers 
our members to make the right decisions, the 
Fund embarked on a number of education 
campaigns	 in	 the	 2016/17	 financial	 year	 and	
these were continued and improved on during 
the year under review. 

Members’	 annual	 benefit	 statements	 were	
completely redesigned and now include a 
projection statement to assist them in better 
understanding what level of monthly income 
or pension they would be able to purchase, in 
today’s money terms, based on the savings in 
their fund accounts. 

The	 Fund	Actuary,	 Benefits	 Consultant	 and	
Principal	Officer	also	collaborated	to	produce	
the	 first	 In-fund	 living	 annuity	 projection	
statement, which was issued to all In-Fund 
Living	Annuitants	 at	 the	 end	 of	 the	 financial	
year.  This statement has proven very helpful 
in assisting annuitants to determine the most 
appropriate draw down rates. This projection 
statement will now be issued every year.

The	 Fund’s	 website	 and	 all	 its	 Q&A	
booklets and forms were updated to ensure 
compliance	 with	 Regulations	 37,	 38	 and	 39	
(the	 so-called	 Default	 Regulations),	 as	 well	
as the requirements of the Taxation Laws 
Amendment Act. This work commenced 
during the year under review and was 
finalised	towards	the	end	of	January	2019.	As	
mentioned in the 2017/18 annual report, the 
Fund was at that stage fully prepared for the 
implementation of the Default Regulations on 
1	March	2019.	Its	default	Life	Stage	solutions	
were already in operation from 2014, In-Fund 
preservation (otherwise known as deferred 
or	paid-up	membership)	has	been	allowed	in	
terms of the Fund rules for some time and 
the	In-fund	living	annuity	was	launched	in	June	
2016 for retiring members. 
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Over	 the	 past	 financial	 year,	 the	 Fund’s	
quarterly investment newsletter has steadily 
grown in popularity amongst members and is 
now the most read piece of communication 
issued by the Fund. In addition to offering 
members a short global and local market 
commentary, the newsletter provides an 
overview of the investment portfolios’ 
performance and compares these to our 
municipal fund as well as retail industry peers.

To date, the Fund’s communication efforts 
have primarily focused on sharing of Fund 
information with members, particularly given 
the numerous enhancements that have been 
introduced in recent months and years. 
Going forward, the trustees intend leveraging 
the regular communications to empower 
members to take greater ownership of their 
own retirement planning journey. In this 
regard, the Fund undertook a number of face-
to-face member education sessions towards 
the end of 2018 and based on the positive 
feedback received from attendees, these will 
continue	throughout	2019.	

The Fund’s administrator was appointed to 
undertake certain marketing functions for 
the	Fund	with	effect	from	1	July	2018.	While	
this appointment falls outside the reporting 
period, it is an important milestone for the 
Fund	 as	 one	 of	 the	 first	 initiatives	 involves	
the presentation of retirement planning 
workshops for all members aged 54 and 
older	in	2019.	These	workshops	not	only	deal	
with	 the	 financial	 aspects	 of	 retirement,	 but	
also help imminent retirees cope with any 
psychological and emotional impacts that 
retirement may create for them. 

Affordable Risk Benefits
The 2017 annual report covered, in some 
detail, the implementation of various new 
flexible	and	cost	effective	death	and	disability	
benefits	 for	 members.	 These	 have	 given	
members the ability to determine their own 

level of death cover that meets both their 
needs and budget. The trustees also view 
the	 provision	 of	 flexible	 income	 protection	
benefits	as	far	superior	to	lump	sum	disability	
benefits	and	this	 is	now	facilitated	through	a	
valuable income protection option on joining 
the Fund.

In response to numerous requests from 
members and some employers, two new 
voluntary	benefits	were	introduced	during	the	
2018	financial	year.	Voluntary	Extended	Family	
Funeral Cover is now available to all members 
in addition to the Fund’s standard funeral cover 
that continues to be provided to members 
and their immediate families. A Voluntary 
Critical	Illness	benefit	was	also	introduced	to	
give members a once-off opportunity to take 
out insurance against certain dread diseases at 
reasonable	rates.	These	benefits	are	provided	
at group rates and cannot be purchased from 
the retail insurance market on an individual 
basis at the same rates.

The	provision	of	risk	benefits	is	benchmarked	
every year to ensure the Fund is delivering 
the most robust, cost effective and affordable 
benefits	 to	 its	 members.	 	The	 trustees	 are	
conscious	of	 the	 fact	 that	 these	benefits	are	
paid from the employer contributions to the 
Fund, which reduces the total contributions 
that are invested for retirement purposes. 
However, the value derived from these 
benefits	 more	 than	 justifies	 this	 minor	
investment	 sacrifice.	 The	 trustees	 will	
continue to prioritise the provision of cost-
effective	 risk	 benefits	 in	 the	 future,	 and	will	
continually review, update and enhance these 
solutions	for	the	benefit	of	all	members.	

Pensioner Assets
In 2016, the trustees instructed Newshelf (the 
company in which all but one of the Fund’s 
investment	 properties	 were	 held)	 to	 sell	
all the Fund’s direct properties to allow for 
the investment of these assets elsewhere to 
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achieve	higher	returns	for	the	benefit	of	our	
pensioners. At the end of the period under 
review, all the properties held by Newshelf 
had been sold with the actual transfer of the 
last two being accomplished towards the end 
of 2018.

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 
were able to grant a pension increase in line 
with the Pension Increase Policy, without 
compromising the overall funding level of 
the pensioner portfolio. The pension increase 
target was increased from 60% to 65% of 
inflation	with	effect	from	1	January	2018	and	a	
pension	increase	of	3.3%	(i.e.	65%	of	inflation)	
was therefore granted on the same date. In 
addition, discretionary pensioner bonuses of 
50% and 60% of gross monthly pensions were 
declared on 1 December 2017 and 
1 December 2018 respectively.

Thank you
I would like to thank our participating 
employers and Fund members as, without 
their support and trust, the LA Retirement 
Fund would not exist. We look forward 
to continuing to reward that trust with 
consistently good investment performance, 
superior service and world-class governance 
in the years to come.

I also thank my fellow trustees for their 
ongoing commitment and professionalism, 
as well as the rest of the Fund management 
team,	 including	 our	 Principal	 Officer	 and	
professional service providers, for helping us 
to consistently deliver on our promises to 
our members. 

Danie Carstens
Chairperson
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MESSAGE FROM THE PRINCIPAL OFFICER

As mentioned in my previous report, ethical 
and effective fund governance and full 
regulatory compliance remains a key focus 
area for both the board of trustees and myself 
as	 Principal	 Officer.	 	True	 good	 governance	
cannot be achieved by means of a tick-box 
approach to regulatory compliance. It is the 
result of a deeply entrenched culture of ethics, 
a values-based approach to Fund management 
and the effective employment of all available 
resources to achieve the desired outcomes. 

That said, the application of effective policies 
that align the Fund with all legislative and 
regulatory requirements is an essential 
component	 in	 the	 achievement	 of	 a	 unified	
understanding of good governance. As such, 
since 2012, the board has focused intently on 
ensuring the Fund’s alignment with PF130 and 
the various iterations of the King codes. This 
has driven the formulation of a number of 
policies and protocols that are kept up to date 
and in line with the changing legislation and, 
together,	 represent	 a	 significant	 part	 of	 the	
framework on which the Fund’s governance 
commitment is built and maintained. 

During the year under review, the 
Board, in consultation with myself and 
its various professional consultants 
and services providers, reinforced 
this governance framework through 
the drafting and implementation of a 
number of policies as follows:

•	The	Conflicts	of	 Interest	Policy	 forms	part	
of a comprehensive governance framework 

ILSE HARTLIEF
Principal	Officer

adopted by the trustees in February 2018 
that is aimed at ensuring that all the laws and 
guidance notes related to good governance 
for retirement funds are followed.  This 
policy aims to identify, avoid and, where 
avoidance is not possible, mitigate and 
manage	all	conflicts	of	interest	that	may	arise	
that could negatively affect the operation of 
the Fund and impact on its members.

•The	 Responsible	 Investment	 (RI)	 Policy	
further	 confirms	 the	 Fund’s	 commitment	
to incorporating environmental, social and 
governance	(ESG)	factors	into	all	investment	
decisions. The core objective of RI is to act in 
the best interests of the Fund’s members by 
recognising	 that	 ESG	 factors	 can	 influence	
both investment risk and return, and must 
therefore be considered in all investment 
decisions.	Protecting	and	enhancing	financial	
returns by incorporating such factors is 
consistent	with	the	trustees’	fiduciary	duty.

• The Proxy Voting Policy documents the 
Fund’s position with regard to voting 
practices to ensure that the selected 
investment managers understand the 
position of the Fund and are therefore held 
accountable for the decisions that are made 
in proxy at a shareholder meeting.  This 
policy is supported by the Fund’s RI policy, 
as the trustees recognise that ESG factors 
that are material in nature may have a direct 
impact on the future revenues, costs and 
sustainability of companies. As such, they 
also have the potential to impact long-term 
risk-adjusted returns achieved by the Fund 
for its members. 
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• The Securities Lending Policy provides 
guidelines with regard to the on-lend of 
securities which generates additional income 
for the Fund and which complements the 
Fund’s existing Investment Policy statements.

• The Delegation of Authority to the Principal 
Officer	 Protocol	 is	 in	 line	 with	 the	 King	
IV requirements that a board of trustees 
should ensure that the appointment of, and 
delegation to, management contributes to 
role clarity and the effective exercising of 
authority and responsibilities.

A Coordinated Team Effort 
The continued success of the LA Retirement 
Fund is a testament to the power and value 
of good teamwork. The trustees, consultants, 
service providers and I work very closely 
together to ensure that the Fund’s members 
are able to secure the retirement outcomes 
they deserve. Our commitment to walking 
the retirement journey with each and every 
member is not made lightly. We listen carefully 
to the needs of our members, pensioners and 
In-Fund Living Annuitants and carefully plot 
the course we will take with them every year 
in our detailed Fund year plan. This clearly 
sets out the expectations, responsibilities and 
actions required of every Fund stakeholder 
for the year and ensures full accountability 
and effective management, teamwork and 
collaboration. 

Compliance with Changing Legislation
The many legislative changes during the 2018 
financial	year	have	required	careful	attention	
by the Fund and trustees. In addition, complying 
with these regulatory changes meant we had 
to stay in constant communication with our 
members to keep them updated about the 
new options available to them. 

The most notable changes resulted from 
the Taxation Laws Amendment Act that, 
firstly,	allowed	retiring	members	to	purchase	
retirement annuities and, secondly, permitted 

the preservation of member share values 
on resignation through the transfer to 
preservation pension funds. This required 
the amendment of all Fund documents 
and information. This exercise commenced 
during	 the	financial	year	and	was	finalised	 in	
early	 January	 2019.	These	 legislative	 changes	
also required amendments to the Fund 
rules. The board therefore undertook a 
complete revision of the rules, including the 
consolidation of the many rule amendments 
that have been registered since March 2015. 
The	revised,	registered	Fund	rules	as	at	1	July	
2018 are available on the Fund’s website and 
subsequent registered rule amendments can 
also be accessed from the website.

I	 confirmed	 in	 2017	 that	 the	 Fund	 was	
already fully compliant with the new Default 
Regulations	 (Regulations	 37,	 38	 and	 39)	 at	
that stage. The FSCA subsequently issued a 
number of guidance notes during 2018 and we 
took all necessary actions to ensure the Fund’s 
continued compliance with these changes and 
amendments ahead of the implementation 
date of the regulations. 

Transparent Disclosure of Costs
The Fund’s ability to deliver consistent value 
remains key to its continued success, and 
effective cost management and containment is 
a fundamental part of this value creation.  Over 
the years, we have secured and maintained 
one of the lowest investment fee structures 
in the industry and these fees are fully and 
transparently disclosed on monthly Fund Fact 
Sheets available from the Fund’s website.  

In addition, all fees associated with the In-fund 
living annuity or being a paid-up member are 
shown	in	the	Q&A	booklets	relevant	to	each	
of these solutions. These can be accessed 
under the “Useful Information” tab on the 
Fund’s website.



Looking forward
We are aware of the raft of upcoming legislation that will impact all retirement funds in South 
Africa.	The	most	 notable	 of	 these	 is	 the	 Conduct	 of	 Financial	 Institutions	 (COFI)	 Bill,	 which	
has been released for public comment.  Amongst other things, COFI outlines what members 
and	 industry	 participants	 can	 expect	 of	 financial	 institutions	 and	 requires	 that	 those	 financial	
institutions	 fully	 incorporate	 the	Treating	Customers	Fairly	 (TCF)	principles	 into	the	way	they	
conduct their business. We are fully prepared for this legislation and our Fund’s Communication 
Policy already makes provision for the TCF principles. There will however be other aspects of 
the COFI Bill, once promulgated, that will require our attention and we will work tirelessly to 
ensure that the LA Retirement Fund remains fully compliant with all upcoming legislation both as 
part of our focus on good governance and, even more importantly, to deliver on the promise and 
obligations we have to our members.

Ilse Hartlief
Principal	Officer
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SUMMARISED FINANCIAL REPORT FOR 2017/18 

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

2018 2017

Accumulated funds beginning of period: R3 771 013 669 R3 998 813 407

Plus: Income R million R million

Contributions – members and employers 90 84

Reinsurance recoveries 9 7

Net investment income 326 113

Other Income 1 2

Minus: Expenditure

Monthly pensions 193 197

Other	benefits 182 208

Reinsurance	premiums	(Risk	benefits	reinsured) 14 15

Operating, administration and management 14 14

Accumulated funds end of period: R3 794 417 839 R3 771 013 669

2018 2017

Lump sum payments on retirement R79	636	992 R128 517 452

Number of members 55 73

Resignation	benefits R71 820 185 R53 111 351  

Number of members 53 44

Benefits paid

Excluding	the	monthly	pension	payments,	the	other	major	benefits	paid	by	the	Fund	during	the	financial	year	
were as follows:



NOTES TO THE FINANCIAL REPORT

Funds and Reserves
Funds and Reserves comprise the total of the members’ and pensioners’ interest in the Fund. 
During the year under review, total Funds and Reserves increased by R23.4 million compared 
to	a	decrease	of	R228	million	 in	the	previous	financial	year.	This	 increase	 in	total	assets	under	
management	was	 a	 result	 of	 a	 combination	of	 positive	 financial	markets	 and	 a	 lower	 number	
of	retirement	benefits	payable	as	a	result	of	more	members	choosing	to	retain	their	capital	at	
retirement in the Fund’s new In-fund living annuity product.

Cost Management
In	the	2016/17	financial	year,	the	Fund	succeeded	in	reducing	costs	by	R3.3	million	(19.3%	year-
on-year).	 In	this	year	under	review,	the	Fund	maintained	 its	total	operating,	administration	and	
management	costs	at	 this	 reduced	amount	of	R14	million	effectively	preventing	any	 significant	
escalation of fees for members. 

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

In the last annual report, we highlighted the lacklustre performance of local equity markets, 
which	had	gained	just	1.69%	over	the	12	months	to	30	June	2017.	Based	on	this	poor	market	
performance, and the resulting disappointing returns for investors, some members questioned the 
value of the Fund’s equity investments, arguing that their retirement savings growth would have 
been better served by investments in cash and bonds. 

Our response was to reiterate that while cash-based investment returns may appear appealing 
during times of meagre equity market growth, there is a risk that such a de-risking strategy causes 
the	investor	to	miss	out	on	the	significant	upside	that	can	be	achieved	when	the	equity	market	
returns to its longer-term growth path, which has historically always been the case. 

The simple truth is that the SA stock market performance is ranked as one of the top three equity 
markets in the world over the past century. The prudence of our investment guidance was further 
revealed by the fact that the local equity market rose by a very pleasing 15.02% in the 12 months 
to	end-June	2018.	

Unfortunately, the gains achieved in the equity market were somewhat offset by the continued 
slide	in	local	listed	property,	which	lost	another	9.94%	in	value	over	the	same	period.

Fixed	 rate	 bonds	 (mostly	 government	 bonds)	 yielded	 a	 strong	 10.19%	 despite	 pessimism	 and	
concerns regarding South Africa’s economic and political uncertainty. 

Overall, the year under review was an excellent reminder of the importance of a long-term 
investment	view	and	the	value	of	diversification	across	asset	classes	and	also	across	low-risk	and	
growth assets. The adage about investment success being less about timing the markets and more 
about time in the markets once again rang true.

Defined contribution fund performance 
The Fund remains one of the strongest performers in the SA retirement industry and a leader 
amongst	its	peers.	All	the	Fund’s	risk	profiled	solutions	performed	strongly	over	the	year	to	end-
June	2018	and	exceeded	their	inflationary	targets.	

Accumulation 11.43%
Consolidation 10.72%
Preservation 10.57%
Cash	Plus		 7.29%
Shari’ah  8.85%
Inflation	 	 4.38%

The portfolios also continue to outperform their municipal peers as well as the broader retail 
retirement fund industry. 
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ABSOLUTE PERFORMANCE

SA 
Inflation

SA Money 
Market

SA 
Inflation 
Bonds

SA Fixed 
Rate 

Bonds

SA Listed 
Property

SA 
Equities

3 months 1.32% 1.76% -4.99% -3.78% -2.19% 4.54%

6 months 2.88% 3.54% -1.21% 3.97% -21.37% -1.70%

1 year 4.38% 7.35% 1.51% 10.19% -9.94% 15.02%

2 years 4.94% 7.49% 0.52% 9.05% -3.77% 8.15%

3 years 5.33% 7.28% 3.25% 7.77% 0.93% 6.69%

4 years 5.14% 7.03% 3.72% 7.88% 6.90% 6.21%

5 years 5.43% 6.70% 5.31% 7.38% 6.71% 11.05%

10 years 5.55% 6.94% 7.48% 9.76% 15.96% 9.80%

* Returns exceeding one year are annualised

Life Stage strategy & In-fund living annuity
In addition to the security delivered by the Fund’s consistently strong investment performance, 
members invested in the default Life Stage strategy have the added security of effective 
protection against capital loss as they approach retirement. That’s because the Life Stage model 
is designed to automatically shift their investments to less risky assets as they get closer to 
retirement age. This is an effective way of managing the potential impacts and risks of volatile 
investment markets.

In addition, members have access to the In-fund living annuity when they retire, which ensures 
that they enjoy an easy and seamless transition from fund member to retiree. A major advantage 
of this In-fund living annuity is the cost savings it delivers to LA Retirement Fund members. The 
fees charged for the In-fund living annuity solution are very low in comparison to similar annuity 
products available from external providers. When these cost savings are viewed in conjunction 
with the solid investment performance results of the In-fund living annuity over the 12 months 
under	 review	 (refer	 to	 the	 performance	 of	 the	 portfolios	 provided	 earlier),	 the	 value	 of	 this	
proposition becomes patently clear.

Pensioner portfolio performance
The	Liability	Driven	 Investment	(LDI)	strategy	by	which	the	pensioner	portfolio	 is	managed	 is	
designed to deliver, as far as possible, on the promises made by the Fund to its pensioners. 
Specifically,	this	strategy	has	the	objective	to	ensure	that	the	asset	proceeds	of	the	portfolio	meet	
its liabilities with the highest possible degree of certainty. It also aims to meet the objectives set 
out in the Pension Increase Policy and ensures that the Fund’s solvency position is protected and 
remains healthy.

Based on the performance of the strategy the trustees granted a pension increase of 3.22% 
with	effect	from	1	January	2019.	A	pensioner	bonus	of	60%	of	monthly	pension	was	also	paid	in	
December 2018.
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Looking ahead 
The	Fund’s	investment	approach	and	strategy	is	influenced	by	a	dynamic	mix	of	factors,	both	local	
and international. In recent years, the interaction between these factors has become increasingly 
complex,	making	it	difficult	to	predict	how	markets	are	likely	to	perform	going	forward.	That	said,	
there	are	likely	to	be	a	number	of	key	local	and	global	factors	that	will	influence	the	performance	
of international investment markets in the next 12 months. 

The most notable of these are:
• continued trade tensions between the US and China
•	interest	rate	increases	by	the	US	Federal	Reserve	to	the	upper	end	of	its	range	(3%)
• economic data coming out of the US
• still extended US equity valuations; and 
• the likely slowdown of the business life cycle of the US equity market

Despite these uncertainties the Fund’s investment approach remains pro-growth, but with due 
cognisance	of	the	likely	continued	ebb	and	flow	of	markets,	particularly	if	macro	risks	increase.	
As such, the Fund continues to build greater resilience into its investment portfolios through the 
implementation of equity and currency protection strategies. In the same way we insure our lives, 
our houses and our cars, we must also be sure to insure our investments. 

At current levels, local bond markets continue to offer attractive real returns and are well priced 
in comparison to other investment classes. We therefore continue to hold a healthy allocation to 
this asset class. Further, given the recent sell-off of local listed property shares, we are monitoring 
the sector for an opportune time to increase the Fund’s allocation. While listed property may 
continue to deliver sub-optimal returns in the short term as a result of slow local economic 
growth	and	concerns	about	a	medium-term	rise	 in	 interest	rates,	we	are	confident	that	these	
assets still offer the potential for strong long-term returns. 

We also retain our belief that thematic investing in companies that excel on Environmental, Social 
and	Governance	(ESG)	metrics	will	provide	increased	investment	resilience	for	the	Fund	and	its	
members.	The	Fund	has	been	a	strong	supporter	of	the	ESG	theme	over	the	past	five	years	and,	
given	the	benefits	this	has	delivered;	 it	will	continue	to	support	these	 important	themes	going	
forward. 

Duncan Theron
Grayswan Investments
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ADMINISTRATION REVIEW

The administration function produces month-end reconciliations and processes payment of 
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 as well as providing services to walk-in members and 
pensioners.

Default Regulations and Retirement Benefits Counselling
From	1	March	2019,	all	retirement	funds	must	comply	with	the	new	Default	Regulations	aimed	at	
improving retirement outcomes for members, ensuring that they are treated fairly at retirement, 
get	good	value	for	their	savings,	and	are	able	to	make	informed	financial	and	investment	decisions.

Compliance with these Default Regulations requires that the Fund also provides members with 
access	to	Retirement	Benefits	Counselling.	To	facilitate	this,	the	Fund’s	Member	Support	Services	
offering was expanded to include such counselling for members. The counselling service provides 
members with clear, easy-to-understand information about the investment portfolios available 
to them, the workings of the In-Fund Living Annuity, the terms and process by which the Fund 
handles	preserved	benefits	(paid-up	benefits)	and	any	other	options	available	to	members.

In-Fund Living Annuity
Since being launched as a valuable solution designed to help members continue their successful 
journeys from Fund members to retirees, the In-fund living annuity has experienced a steady 
increase	in	uptake	both	by	retiring	members	and	beneficiaries	of	deceased	members	who	can	also	
choose the product as a cost-effective pension income vehicle.

Benefit Statements
The	benefit	statements	issued	for	the	year	ending	30	June	2018	offered	members	a	view	of	their	
retirement planning status by providing a forward-looking projected value of the pension they 
will be able to purchase at retirement based on their current fund account values. This is a very 
valuable retirement planning tool as it allows members to ensure that they are going to achieve 
the retirement they want and, if not, implement contingencies – such as increasing their monthly 
Fund contributions – to get their retirement journeys back on track.

Benefit Claims
The	following	benefit	claims	were	processed	for	the	period	1	July	2017	to	30	June	2018:

Claim Type Number Value

Withdrawals 53 R71 820 185

Retirement Claims 55 R79	636	992

Death Claims 9 R18	933	020

Divorce Claims 16 R8 520 657

Funeral Claims 20 R500 000

Derek van Wyk 
Verso Financial Services
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ACTUARIAL VALUATION

The	actuarial	valuation	is	undertaken	to	accurately	assess	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. This information, combined with a detailed review of the investment returns for the 
year, allows for a recommendation to be made to the trustees regarding the percentage pension 
increase that can be afforded by the Fund.

Based	on	the	latest	actuarial	valuation,	the	Fund	was	in	a	sound	financial	condition	as	at	30	June	
2018. At that time, the Pensioner Account was 103.7% funded and the DC Section (including the 
In-Fund	Living	Annuitants)	was	100%	funded.	The	graph	below	provides	a	visual	representation	of	
the	financial	condition	of	both	the	Pensioner	Account	and	DC	Section	of	the	Fund.
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The Trustees allocated part of the surplus in the Pensioner Account to raising the pension increase 
target	from	60%	to	65%	of	inflation	on	1	January	2018	and	from	65%	to	70%	of	inflation	with	effect	
from	1	January	2019.	The	funding	level	of	the	Pensioner	Account	reduced	to	101.6%	following	the	
January	2019	allocation.

Investment	returns	allocated	to	Members’	Shares	for	the	year	ending	30	June	2018	were	as	follows:

Accumulation portfolio 11.4% p.a

Consolidation portfolio 10.7% p.a.

Preservation portfolio 10.6% p.a.

Cash Plus portfolio  7.3% p.a.

Shariàh portfolio  8.5% p.a. 

A	pension	increase	of	3.3%	and	3.22%	were	awarded	on	1	January	2018	and	1	January	2019	respectively.

A bonus of 60% of monthly pension was granted to pensioners in December 2018. It is important, 
however, that LA Retirement Fund pensioners are aware that bonuses are dependent on the level 
of surplus in the Pensioner Account at the end of each year. As such, there is no guarantee that 
this	level	of	bonus	will	be	repeated	in	the	coming	financial	year.	

Sean Neethling
Fund Actuary: Momentum Consultants and Actuaries
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LEGAL AND TECHNICAL REVIEW

As intimated in previous annual reports, there is a clear link between good governance and ethical, 
effective leadership and the development and implementation of appropriate and effective Fund 
strategies. 

Stakeholder Engagement 
While it is not easy to measure or score a Fund’s governance process, the way in which the Fund 
and its Trustees engage with its various stakeholders says a lot about the governance commitment 
and ethical effectiveness of a board and the likely success of its strategies.

Given that members are the most important stakeholders of the LA Retirement Fund, the Trustees 
and various management entities are absolutely focused on meeting the unique needs of members 
as	they	journey	to,	and	through,	retirement.	Just	some	of	the	actions	taken	by	the	Fund	in	this	
regard in recent years, and over the period under review, have included:

•	The	restructuring	of	the	death	and	disability	benefits	to	introduce	more	flexibility	to	ensure	that	
each	member	can	match	the	benefits	to	his	or	her	unique	needs.	

•	Ensuring	greater	freedom	and	flexibility	for	members	in	meeting	their	insurance	needs	when	
unforeseen	events	occur.	The	introduction	of	a	voluntary	critical	illness	insurance	benefit	as	well	
as	an	extended	family	funeral	cover	scheme	enhanced	this	flexibility	and	member	control.	The	
critical	illness	insurance	benefit	is	a	once-off	option	to	be	exercised	at	entry	into	the	Fund,	while	
the extended family funeral cover is available throughout the period of Fund membership.

• The smooth operation of the In-Fund Living Annuity, which has been in operation since 2016 and 
is now selected by the majority of retiring members. It is also of great value in terms of providing 
a	pension	option	to	spouses	or	beneficiaries	of	members	who	die	in	service.

• Continued personalised and targeted communications with members, with the Fund’s website, in 
particular, proving a prominent and preferred source of information for members.  

Gifts Policy
Other	 significant	 Fund	 stakeholders	 are	 the	 regulatory	 authorities,	 in	 particular	 the	 Financial	
Sector	Conduct	Authority	(FSCA).	In	March	2018	the	Registrar	of	Pension	Funds	issued	a	directive	
entitled	“Prohibition	on	the	acceptance	of	gratification”	which	dealt	with	the	rules	and	regulations	
regarding the acceptance of gifts or gratuities by Fund representatives. Compliance with this was 
easily achieved by means of a review of the Fund’s gift policy. 

All statutory reporting to the FSCA is done within the prescribed deadlines, and the requirement 
to	submit	annual	audited	financial	statements	within	six	months	of	the	Fund’s	financial	year-end	is	
consistently adhered to. 
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Regulatory Compliance
On the legislative front, the following developments are of particular importance:

•	The	so-called	Default	Regulations	(Regulations	37	to	39).	This	legislation	was	implemented	as	of	
1	March	2019.	The	Fund	complies	with	the	regulations,	which	will	be	discussed	in	more	detail	in	
the next annual report. 

•	The	 Conduct	 of	 Financial	 Institutions	 (COFI)	 Bill.	This	 will	 apply	 to	 all	 financial	 institutions	
(including	retirement	funds)	and	seeks	to	establish	a	consolidated,	comprehensive	and	consistent	
regulatory	framework	for	the	conduct	of	financial	institutions.	Once	enacted,	retirement	funds	
will need to be licensed under the COFI Act. 

• The annuitisation requirement for provident funds.  This has been postponed to 1 March 2021.

Investment Costs
Investment costs and the annuitisation strategies of retirement funds feature prominently in the 
Default	Regulations	which	took	effect	from	1	March	2019.	The	LA	Retirement	Fund’s	investment	
costs have always been considerably lower than the average retirement fund in South Africa and 
the	implementation	of	the	In-fund	living	annuity	means	that	members	can	now	benefit	from	these	
lower cost structures into their retirement. 

That said, the In-fund living annuity is about much more than just affordable costs. Members 
purchasing this annuity effectively enter into a contract with the Fund trustees by which they 
commit to continuing their retirement journey with them even after they have exited the Fund. 
This long-term commitment to partnering with members throughout their retirement has made 
the In-fund living annuity a very popular choice for retiring Fund members.

The same principle of continued access to a low-cost investment structure is now also available 
to members who resign from service as they can leave their money in the Fund under the new 
paid-up membership facility, which is in line with the conditions of the Default Regulations. 

Braam du Plessis
Simeka	Consultants	&	Actuaries
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COMMUNICATION REVIEW

The LA Retirement Fund Annual Report 
provides an opportunity for the Fund to 
meaningfully engage with stakeholders and 
provide them with a full understanding of all 
the	relevant	aspects	of	the	financial	soundness	
of the Fund. 

In its continued  commitment to the “apply 
and explain” principle of King IV, the Fund is 
committed to providing clear, relevant and 
helpful communication to its stakeholders and 
invests	significantly	into	this	type	of	continuous	
engagement which takes place across a variety 
of channels, including email, web, and print 
media. Ongoing Fund communications focus 
on a number of key areas and objectives, 
including the following:

• Providing members with good information, 
education and insights to enable them to 
make informed decisions

•	Offering	clear	benefit	explanations	and	updates	
that can be easily understood by all members

• Delivering regular, comprehensive 
and timeous investment performance 
information

•	Providing	easy-to-understand	benefit		
statements that include all information 
members need to assess the current and 
future state of their retirement fund savings 
and make adjustments if necessary

Overview of Communications in 
2017/18 
Educational communication is distributed on 
a regular basis across various channels like 
email, web, and print media. These member 
communications provide and reinforce core 
messages, encourage behavioural changes 

and empower members to achieve their 
retirement savings goals.

A particular focus area during the year under 
review was informing members about the 
current challenging investment conditions and 
educating them on how to align and adjust 
their investment expectations accordingly.

New and Enhanced Benefits
The Fund keeps members informed of any 
updates	to	benefits	and	choices	available	
to them. During the reporting period, 
communications in this regard included 
information on:

• The new, cost-effective death and disability 
benefit	 structures	 implemented	 in	 the	
previous calendar year; and

•	The	options	and	benefits	around	the	
Voluntary Critical illness and Voluntary 
Extended Family Funeral Cover that was 
introduced in February 2018

Fund Website
The	Fund’s	website	(www.laretirementfund.co.za)	
is a key channel through which it communicates 
with its members and, for most members, is 
the main source of important information. 
User statistics for the website point to 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.	In	the	year	under	review,	the	
website content was re-organised to place 
more emphasis on particular areas of interest 
identified	 by	 members	 such	 as	 investment	
performance, governance and costs.
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New Member Engagement and 
Marketing
The Fund continued to engage with local 
authorities like the City of Cape Town and 
other regional municipalities in an effort to 
attend staff induction sessions. This initiative 
has increased the general awareness of 
the Fund amongst government employees, 
thereby enabling it to enhance its ability 
to meet its dual objectives of increasing its 
member base and delivering its exceptional 
benefits	to	more	municipal	employees.

Looking Forward
The	Fund’s	Management	Board	has	identified	
member education and growth of member 
numbers as key focus areas for the coming 
year. The board recognises that both of these 
areas require specialised attention and, as 
such, embarked on a closed tender process 
to identify the best possible communications 
and marketing consultants to provide cost-
effective expert guidance and to drive the 
respective processes. Following a rigorous 
tender process, the board appointed Verso 
Financial Services as the Fund’s marketing 
consultants and retained the services of 
Old Mutual Corporate Consultants as the 
Fund’s communication consultants.

In the year ahead, the focus will be to 
continue developing relationships with all key 
stakeholders in order to strengthen the Fund 
brand. While the growth of Fund membership 
is dependent, to a large extent, on the 
employment of new staff by local authorities, 
the Fund recognises that a strong brand will 
play	a	role	in	influencing	these	new	employees	
to also become new Fund members. To this 
end, the Fund will continue to expand its 
presence at induction sessions and intensify 
its branding and awareness efforts at smaller 
municipal departments and depots.

Member education is key to empowering 
and equipping members to make wise 
financial	decisions.	In	the	year	ahead	member	
education	 will	 be	 intensified	 through	
targeted communications that will focus 
on key decisions members face when they 
experience	 specific	 life	 events.	 Examples	 of	
these campaigns are as follows:

• A targeted campaign will highlight key 
actions that a member needs to consider 
or take when they join the Fund. The aim 
is to encourage new members to carefully 
consider how much monthly retirement 
saving is enough to achieve their goals and 
to be aware of the need to preserve their 
retirement savings by contributing as much 
as they can for as long as possible.

• An ‘approaching retirement’ campaign will 
target members who are within 10 years 
of normal retirement age and empower 
them to start thinking, in advance, about 
their retirement decisions and the options 
available to them at retirement. 

All communication efforts and campaigns will be 
supported by face-to-face member education 
sessions and retirement planning workshops.

Old Mutual Corporate Consultants considers 
it a great privilege to be a part of the retirement 
journeys of LA Retirement Fund members 
and we are fully committed to delivering clear, 
simple, understandable communication and 
relevant education that helps each member 
reach the retirement destination they desire.

Valerie Nelson
Old Mutual Corporate Consultants
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EFFECTIVE GOVERNANCE: A ROADMAP TO GOOD 
RETIREMENT OUTCOMES 

There is a clear and proven link between good fund governance and successful retirement 
outcomes for fund members. As such, the LA Retirement Fund is 100% committed to being a 
well-managed, ethical, and well-governed fund that complies with all the regulations that govern 
retirement funds in South Africa. However, for us, good governance is much more than a tick-box 
exercise.	We	recognise	both	the	fiduciary	and	the	moral	obligations	we	have	to	our	members,	and	
we embrace good governance as a key means by which we can deliver on these obligations and 
ensure that we remain a valued and effective partner to them at every stage of their retirement 
journey. 

The Board of Trustees
A	board	of	trustees	(the	board)	oversees	the	Fund	and	is	responsible	for	setting	and	maintaining	
its	 strategic	 direction,	 designing	 and	 approving	 Fund	 policies,	 supporting	 the	 Principal	Officer	
in overseeing and guiding the Fund’s day-to-day operations, and ensuring the accountability of 
management and service providers.

The board recognises the fact that the Fund’s ability to sustainably provide good retirement 
outcomes	for	its	members	is	closely	linked	and	highly	dependent	on,	effective	identification	and	
management of the risks and opportunities that the Fund and its members face, as well as the 
ongoing management of the strategy, performance and sustainable development of the Fund and 
its investments.

To ensure good representation of fund members and pensioners on the board, at least 50% of the 
board members are elected by these stakeholders themselves. This also ensures that members 
and pensioners enjoy every opportunity to provide feedback and input into all board decisions and 
actions. The remaining 50% of the board is comprised of trustees appointed by local authorities, 
and additional trustees who may be independent. They are appointed to the board based on the 
experience they can bring to the management of the Fund and the value they can add to the 
retirement journeys of the members. 

Change in Chairmanship
The Fund Rules require the board to elect a chairperson and deputy chairperson every year at 
the	first	board	meeting	after	the	AGM.	In	the	year	under	review,	Mr	Sakkie	du	Toit	notified	the	
board	of	his	intention	to	retire	as	chairperson	and	as	additional	trustee	with	effect	from	30	June	
2018.	Mr	du	Toit	had	served	on	the	board	since	2007	and	had	chaired	the	board	since	1	July	2016.	

The	board	subsequently	elected	Mr	Danie	Carstens	as	chairperson	with	effect	from	1	July	2018.	
Mr Carstens is a member-elected trustee and has served on the board since 2013. 

Mrs	Michelle	van	Zyl	was	re-elected	by	the	board	as	deputy	chairperson.	Mr	Johan	Jacobs	was	also	
appointed to the board as an additional trustee to replace Mr du Toit with effect from 1 August 
2018.	Mr	Jacobs	is	not	a	newcomer	to	the	board,	having	previously	served	as	a	member-elected	
trustee from 2014 to 2015.
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Mr I du Toit
Chairperson/Additional
Member of the Audit Committee
Retired	with	effect	from	30	June	2018

Mr DL Carstens
Chairperson/Member
Elected as chairperson with effect from 
1	July	2018
Term	ends	30	June	2019

Mrs M van Zyl
Deputy chairperson/Member
Deputy chairperson of the Audit Committee
Term ends 2020

Mr HF Botha
Additional
Chairperson of the Audit Committee
Term	ends	2019

Mr PW Esterhuizen
Pensioner
Term	ends	2019

Mr J Jacobs
Additional
Term commenced on 1 August 2018 and 
ends 2022

Mr WR Meiring
Employer councillor
Member of the Audit Committee
Term ends 2021

Mr S Philander
Employer councillor
Term ends 2021

Mr JAH van den Berg
Pensioner
Term ended 2018. Mr van den Berg was 
re-elected by the pensioners with the 
commencement of his new term on
1	January	2019.	New	term	ends	2023.

Mr JDB van der Merwe
Pensioner
Mr van der Merwe retired at the end of
his term on 31 December 2018

Mrs I Hartlief
Principal	Officer

Note: Mr	JAH	van	den	Berg	was	
unavailable for this photograph

As at 30 June 2018, the board of trustees consisted of the following members:

Back row, from left:   Mr S Philander; Mr HF Botha; Mr WR Meiring; Mr PW Esterhuizen and 
	 	 								Mr	J	Jacobs
Front Row, from left:  Mrs I Hartlief, Mr DL Carstens and Mrs M van Zyl



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 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

The board is permitted to call on the services of various external experts and consultants to 
support	 it	 in	 these	 functions.	 However,	 the	 trustees	 always	 retain	 the	 final	 say	 and	 ultimate	
responsibility for all decisions and actions taken on the advice or guidance of these external 
service providers. 

Ensuring Alignment with King IV
In	the	previous	financial	year,	the	board	embarked	on	a	process	of	aligning	its	mission,
practices and protocols with those of the world-class governance system as envisaged by the King 
IV Report on Corporate Governance for South Africa. In the 2017/18 year, the board continued 
to prioritise this focus on world-class governance standards through a strong good governance 
culture and a robust governance framework that includes:

•  a Board Charter on Ethical and Effective Leadership and Operation
•  a Governance Framework
•  a Delegation Framework for sub-committees and other persons authorised to act on behalf  
   of the Fund
•  a King IV Assessment Strategy; and
•  a Trustee Declarations of Interest Policy

Ongoing Board Evaluation
In line with King IV recommendations, the board undertakes an annual evaluation of its own 
performance	as	well	as	that	of	 the	Principal	Officer	and	all	other	service	providers.	The	Audit	
Committee performs a similar evaluation and provides the results to the board. Any areas 
requiring	attention	or	development	are	flagged	and	the	necessary	actions	are	taken.

Enhancing Board Competency Levels
Various policies have been implemented to help the board constantly improve on its performance 
and capabilities and ensure it continues to deliver on its responsibilities. The Trustee Training 
Policy, in particular, ensures that the board constantly improves its competency levels.
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A Culture of the Highest Ethics
The board works tirelessly to create and maintain an ethical Fund culture. Every trustee 
is	 required	 to	 sign	 the	 Fund’s	Code	of	Conduct,	 confirming	 their	 commitment	 to	 the	highest	
levels 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	any	
such	 conflict	 arising,	 and	 take	whatever	 actions	 are	necessary	 to	 remove	or	manage	conflicts.		
The Fund’s service providers, including all investment managers, are also required to complete a 
declaration	every	six	months,	confirming	that	they	have	not	benefitted	directly	or	indirectly	from	
their association with the Fund other than through 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	and	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,	detail	the	member	contributions	
and	benefits,	and	set	out	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	Sector	Conduct	Authority	(FSCA)	and	are	communicated	
to members.

A	number	of	revisions	to	the	Fund	rules	were	implemented	on	1	July	2018.	The	2015	version	of	
the rules, with 14 subsequent rule amendments, was consolidated and revised into the latest rules, 
which	were	registered	and	approved	by	the	FSCA	and	SARS	on	15	June	2018.	The	revised	rules	
can be viewed online at www.laretirementfund.co.za (select the “Governance” tab and then scroll 
to	“Rules	and	legislation”).	

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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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
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