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Chairperson’s Address 

AGM 2020 

 

Dear members, employers, colleagues and other stakeholders, 

 

It is a privilege to once again be presenting this Fund report to you in my position as Chairperson of the 

LA Retirement Fund, albeit not in person but virtually.  This medium is certainly brand new to the Fund 

and I thank you for connecting with us in this way.  These unprecedented times require us all to do 

different things differently. The Trustees and I are getting to grips with Zoom and Microsoft Teams as I 

am sure that all of you are too.  Despite all of the apparent chaos and hardship around us, the Fund’s 

service providers, Principal Officer and my fellow trustees and I have been busy managing and running 

the Fund from home and keeping you, our members and employers updated on all financial 

developments via our two editions of the Fund’s Special Investment newsletter. 

Despite the fact that COVID-19 and its effects on world markets and especially on our local economy 

are uppermost in all our minds; the focus of this report is on the year to 30 June 2019.  The impact of 

this pandemic will be covered in the 2021 report.  

I begin my review of the 2018/2019 year by firstly thanking two of my fellow trustees: Messrs Herman 

Botha and Piet Esterhuizen.  The Board said good-bye to these two fellow trustees towards the end of 

2019. Mr Herman Botha was an additional Trustee who served the Fund and its members for close to 

25 years.  He served in a number of capacities over this time and was elected as Chairman of the Board 

and Chairman of the Audit Committee for many years.  I wish to thank him for his untiring service to the 

Fund and for steering the Board through its transition from a defined benefit pension fund to a defined 

contribution retirement fund and for being central in the development of the Fund’s new name and brand 

in 2016.  Mr Piet Esterhuizen, a pensioner elected Trustee also left us at the end of 2019 on conclusion 

of the 2019 pensioner Trustee elections.  Whilst Mr Esterhuizen served the Fund members for close to 

7 years, he was especially passionate about listening to the needs of our defined benefit pensioners 

and conveying their requirements to the Board.  I thank him for his diligence and hard work. 

The Board had the pleasure of welcoming back an old fellow trustee when Councillor Jonathan Lawack 

of Nelson Mandela Bay municipality re-joined the Fund on 1 March this year – this time as an additional 

trustee to replace Mr Botha.  We were also very pleased to welcome Advocate Christi Franken to the 

Board as a pensioner trustee when he was elected by our pensioners to replace Mr Esterhuizen with 

effect from January this year.  Adv Franken brings with him a wealth of knowledge of local government 

and we look forward to his insights. 

The focus of the 2018/2019 report is “Helping you build your better future”.  The Board, together with 

its Principal Officer and service providers, has worked extremely hard at providing Fund members with 

a range of cost effective and flexible benefit offerings (or building blocks) over the last 4 years that meet 

the requirements of all our members. Members decide what they need and what they can afford on 

joining the Fund and they have the option of effecting changes to the various levels of cover as their 
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needs change.  We have therefore focused on providing members with all the relevant building blocks 

to assist them along their life’s journey and to get them to where they need to be at retirement and 

beyond.  Of course, a successful retirement is not only dependent on a member making the right 

choices in life but also on the active management of the Fund’s investments to achieve the desired 

returns over time.  The Board also has to be ever mindful of the Fund’s cost structures to maximise 

returns and maximise the total contributions that are saved for retirement. 

We focus on providing you with cost effective building blocks.  The Fund’s risk benefits are 

benchmarked every year to ensure the provision of the most robust, dynamic, cost effective and 

affordable benefits for our members.  In this regard, the disability income benefit structure was reviewed 

in 2019 as a result of the insurer confirming an unacceptably high increase in premiums.  This was not 

unique to the Fund as most insurers increased their rates due to an increase in claims under this 

insurance arrangement.  The Board decided that the best way to manage this escalating cost, and 

prevent an increase in the current rate of 1.837% of salary, was to re-design the benefit. All members 

received targeted communication detailing the changes to the benefit structure effective from 1 August 

2019. 

The Trustees manage all Fund costs, including the cost of all services provided to the Fund e.g. 

administration, benefit consulting, actuarial, investments etc.  The industry is from time to time 

requested to confirm their service offerings and pricing structures against which the Fund’s current 

service providers and their related costing structures are measured.  This can sometimes lead to a 

change in service provider.  The Trustees also manage their own costs and in this regard, the Trustees 

decided to reduce the number of Board meetings from one every month to one every second month.  

This has resulted in lower travel and accommodation costs. 

Talking about costs, I urge you to read the cost case study in the 2018/2019 Annual Report.  It further 

explains why a focus on costs is vital for a member of a defined contribution retirement fund and it 

provides all the cost structures within the Fund.  Hopefully you will find the example enlightening. 

The Trustees take great pride in the Fund’s returns that have historically beaten our competitors in the 

industry and those in the retail market.  The latter is also important as members at retirement are 

exposed to many types of retail annuities or pensions and it is essential to review their returns vs their 

cost structures.  It is for this reason that the Fund established its very own cost effective In-Fund Living 

Annuity in June 2016, which was long before the implementation of the default regulations in 2019 that 

required funds to establish and communicate their annuity strategies.  Purchasing the In-Fund Living 

annuity on retirement allows members to seamlessly transition to this annuity as the underlying 

investment structure is identical to the investment portfolios provided to active Fund members.  This 

means that member share values do not need to be disinvested on retirement and In-Fund Living 

annuitants continue to benefit from the Fund’s superior investment returns.  These annuitants also 

continue to benefit from all the governance structures implemented by the Trustees and their constant 

oversight and management of the Fund.  The Fund’s first In-Fund Living annuity sustainability analysis 

was issued by the actuary in December 2018.  This enables the Trustees to continue to exercise their 

fiduciary duty by monitoring the sustainable duration of annuity or pension payments given the 

annuitants’ choice of draw down rates.  Annuitants are actively engaged by the Fund Counsellor where 

their draw down rates exceed the Fund’s net investment returns.  

Please click on the link to the investment review by the Fund’s asset consultant, Mr Duncan Theron of 

GraySwan Investments.  This presentation provides an overview of the Fund’s investment returns over 

the period under review.  
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I’ve highlighted the work undertaken in providing our members with the most appropriate and cost 

effective building blocks.  Members now need to choose what is important for them.   Being provided 

with choice indicates a right to act and the power to choose your building blocks.  The power to choose 

rests with each and every member.  It is also each and every member’s responsibility to be accountable 

for their decisions, the actions taken and the outcome of those actions.  In whatever we do in life, be it 

personal or business related; having the ability to accept responsibilities is essential.  In this regard, I 

urge all members to take responsibility by equipping themselves with as much knowledge as possible 

as it relates to being a member of the LA Retirement Fund. 

We encourage members to read all Fund material that is sent to them.  Knowledge is power!  Whether 

it is an e-mailed newsflash message, SMS, member newsletter, investment newsletter, Annual Benefit 

Statement or a request for members to attend member education sessions at their municipalities, all 

convey relevant fund information and very often a request for members to take action.  Member 

education sessions provide you, our members with the opportunity to ask questions and for us to 

empower you to continue to make the right decisions. 

Actively get involved in member elections and decide who is best able to represent your interests and 

those of all Fund members. We also need all our members to ensure that the Fund has their latest 

contact details (i.e. e-mail and cellphone numbers) so that Fund communication can be sent 

electronically to everyone. 

Our pensioner assets 

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. The pension increase target was increased from 65% to 70% of inflation with effect from 1 

January 2019 and a pension increase of 3.22% (i.e. 70% of inflation) was therefore granted on the 

same date.  In addition, discretionary pensioner bonuses of 60% and 50% respectively of gross monthly 

pensions were declared on 1 December 2018 and 1 December 2019. 

Looking forward 

The Board of Trustees will continue to deliver on our commitment to our members, retirees and 

pensioners through a dedicated focus on a culture of ethical conduct and good governance.  Cost 

management underpins all that we do as the Board is aware that every Rand spent in a defined 

contribution retirement fund ultimately impacts our members. We will also continue to focus on 

increasing our membership as a growing member base ensures that the Fund is able to continue 

capitalising on economies of scale to deliver benefits and cost efficiencies to all its members. A 

dedicated marketing team focuses on driving this membership growth, particularly through heightened 

visibility of the LA Retirement Fund at induction sessions as well as effective relationship building with 

various local authority stakeholders. 

“Getting back to normal” after the restrictions imposed on all of us during our nation’s lockdown to 

prevent the spread of COVID-19 is certainly never going to resemble the “normal” we were used to.  

Going forward, the Fund will be making much more use of electronic communication mediums and this 

will require all members to ensure that we have their updated e-mail and/or cellphone numbers.  If you 

have not received any Fund communiques this year it means that we do not have your latest contact 

details.  I urge you to contact the Fund’s Service Centre via telephone or e-mail.  Using electronic 

mediums ensures that you receive Fund information timeously wherever you are and we spend less in 

printing and distributing documents to you.  We can therefore pass on this cost saving directly to you. 
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Some of our new members will already be familiar with our new voice-over induction slide presentation.  

During this time of social distancing, we are unable to join our employers in person to assist their new 

employees in understanding the substantial benefits offered by the Fund.  We trust that our voice-over 

induction slide presentation will make it just that little bit easier to find out about our benefits and why 

choosing the LA Retirement Fund is the right choice! 

I’d also like to encourage everyone to participate in the upcoming member trustee elections this year.  

Watch out for the e-mails and SMS’s in this regard from mid-June.  This exercise will also showcase 

our new online nomination and ballot forms – you will be able to do everything at the click of your mouse. 

We will also continue to keep a watchful eye over the South African Local Government Bargaining 

Council’s (SALGBC) pension fund restructuring proposals. We have provided SALGBC with the Fund’s 

comment in response to their proposals to date and we will inform members as and when necessary 

should there be any developments in this regard. 

Thank you 

I once again 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 

consistent investment performance, superior service and world-class governance in the years to come. 

I thank my fellow trustees for their ongoing commitment, professionalism and support and the rest of 

the team (the professional service providers and Principal Officer) for helping us to consistently deliver 

on our mission. 

Lastly, as our in-person AGM’s always allow time for attendees to ask questions, we have provided you 

with a user friendly question and answer platform today.  Please click on the link provided and send 

your questions to us.  We will post our responses on the same platform. 

 

Danie Carstens 

CHAIRPERSON 

 


