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The main aim of any retirement Fund is to 
help its members achieve the best possible 
retirement. At the LA Retirement Fund, we 
don’t consider this an objective, we see it as 
a promise. One we make to every member of 
our Fund, and that we work tirelessly towards 
delivering. To this end, every member of the 
LA Retirement Fund has access to all the 
essential building blocks they need to create 
the futures they desire, and deserve. 

From compelling retirement and risk benefits, 
to dedicated support, vast experience and 
expertise, trusted professional partnerships 
and proven governance structures, the LA 
Retirement Fund prides itself on offering its 
members the rock solid cornerstones on 
which they can consistently build a better 
tomorrow, for themselves and their families. 

This 2018/19 annual report once again 
presents a transparent view of the progress 
made by the LA Retirement Fund over the 
past financial year on its ongoing partnership 
journey with its members. As can be seen from 
the information contained in these pages, the 
Fund continues to deliver on its mission and 
mandate, despite an increasingly challenging 
economic environment. 

As a Board of trustees, our commitment to the 
highest governance standards and compliance 
with all regulatory requirements remains 
as strong as ever; as does our dedication to 
doing everything we can to ensure the LA 
Retirement Fund helps all its members attain 
good retirement outcomes.   

HELPING YOU 
TO BUILD 
YOUR BETTER 
FUTURE
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6 HIGHLIGHTS FOR 2018/19

Sustained healthy Assets Under Management
• R3.615 billion AUM

Continued healthy member growth
• 91 new members

• 38 new pensioners 

• 19 new In-Fund Living Annuitants

Effective cost control
•  Below inflation operating, administration and management 

costs increase of 3.48%

Competitive investment performance despite 
economic challenges
• DC risk-profiled portfolios returned 3.0% to 8.5% (vs. 4.5% inflation)

• Fund investments continue to outperform most peers and retail offerings

7HIGHLIGHTS FOR 2018/19

Pleasing pensioner benefits
•  Pension increase target raised from 65% to 70%  

of inflation from 1 January 2019

• Pension increase of 3.22% granted

• Pensioner bonus of 60% declared on 1 December 2018

• Pensioner account 100.7% Funded

Good governance as a valuable retirement building block
• Fund fully compliant with Regulation 37, 38 and 39

• FSCA inspection finds Fund compliant with all legislation

• Fund complies with Regulation 28 ESG requirements 

• Fund rules revised and consolidated

• Received an unqualified external audit report

A trusted retirement journey partner
•  129 claims worth over R200 million paid

•  19 new In-Fund Living Annuitants 

•  Member Support Services responds to around 1 000 
queries and service requests per month

HELPING YOU 
TO BUILD YOUR 
BETTER FUTURE
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98 ABOUT THE LA RETIREMENT FUND

ABOUT THE LA 
RETIREMENT 

FUND

ABOUT THE LA RETIREMENT FUND

The LA Retirement Fund (the Fund) is a trusted partner to government employees who 
want to achieve the best possible retirement outcomes. A Defined Contribution Fund 
that is open to permanent, contract and part-time local authority employees, the Fund has 

existed for more than 70 years, during which time it has assisted tens of thousands of government 
employees achieve the financial security and retirement savings growth they need. 

The more than 70-year history of the Fund began with the establishment of the Cape Joint Pension 
Fund in 1943. The Fund grew steadily in the years to follow, driven mainly by the amalgamation of 
other local authority Funds. In 2003, the Funds' Defined Contribution (DC) option was positioned 
as the compulsory Fund option for all new members and all Defined Benefit members were 
given the option to transfer into the DC option. In 2016, the Fund changed its name to the LA 
Retirement Fund, and all remaining active DB members transferred to the DC section. Numerous 
benefit improvements were also introduced to ensure members' retirement and risk cover 
remained relevant to the fast-changing economic environment. By 2018, these ongoing benefit 
enhancements had expanded to comprise a significant collection of value-adding offerings for 
Fund members, including flexible funeral, advanced voluntary funeral and critical illness cover 
additions, and appealing preservation solutions.

Given its long and successful track record, the Fund now boasts an extensive, financially sound 
pensioner pool, and a proven legacy of consistently competitive investment returns for its 
members. It also offers a comprehensive selection of innovative, value-adding and flexible death, 
disability and funeral benefits.

The Fund's vision is:
To provide the best possible retirement outcome for all its members, retirees and pensioners.

The Fund's mission is:
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.

LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019
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MEMBERSHIP DETAILS

AT A GLANCE

As at 30 June 2019 As at 30 June 2018

Active members 1 415 1 432

Deferred members 23 25

Pensioners 3 238 3 485

In-Fund Living Annuitants 35 16

Assets under management R3.615 billion R3.794 billion

As at 30 June 2019 there were 1 415 (2018: 1 432) active members in the Defined Contribution 
(DC) section of the Fund. The number of deferred members reduced by 2 to 23 and the total 
number of pensioners declined to 3 242, of whom 4 live overseas. The average age of original 
pensioners is 78 (2018: 77) years and total pension payments amounted to R194 million for the 
year under review (2018: R193 million). During the year, 91 active members joined the Fund,  
38 new DB pensioners were added and 19 members joined the In-Fund Living Annuity on their 
retirement.

BENEFITS TO BUILD A BETTER TOMORROW
Retirement investments
The LA Retirement Fund is a DC Fund, which means that the members shoulder the investment 
risk. However, they also stand to benefit directly from any positive market movement or upside 
investment performance. 

The Fund offers a default investment option aligned to the requirements of the Pension Funds Act. 
The Life Stage investment strategy meets the diverse investment expectations and risk appetites 
of the majority of Fund members and provides a good balance between risk and return. By shifting 
this balance as members move through their working lives towards retirement age, the strategy 
ensures that their investments are more aggressively positioned early in their lives - when they can 
afford slightly more risk exposure in exchange for potentially higher returns - but becomes more 
conservatively weighted as they approach retirement age, in an effort to protect their capital.

The Fund also offers investment options separate to the default. Members may choose to invest 
directly in the portfolios that make up the Life Stage investment strategy. Members can access 
this through direct investment into the accumulation (aggressive) and consolidation (moderate) 
phases of the Life Stage strategy, 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 minimise 
the potential of being exposed to negative returns in their final months before retirement. It is 
expected that these members would choose to purchase life annuities rather than living annuities 
at 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.

Members are able to easily transition into retirement by electing to have their retirement benefit 
automatically invested into the In-Fund Living Annuity when they retire. 

Fund contributions
To maximise the retirement savings of members, all their contributions to the Fund are augmented 
by generous contributions from their local government employers as follows:

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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Councillors are required to structure their remuneration packages to 
ensure that their total combined contribution to the Fund is not less 
than 15% of their pensionable salaries. All members are also allowed, 
and encouraged, to make additional voluntary contributions in order to 
increase their retirement savings and optimise the retirement outcomes 
they achieve. 

Death and disability cover
The Fund offers flexible and affordable death and disability cover options 
designed to deliver reliable, cost-effective financial peace of mind. In 
addition, members have the option to take out voluntary critical illness 
cover within three months of joining the Fund. This benefit is designed to 
help members cover any expenses and the cost of lifestyle adjustments 
resulting from a critical illness or condition.

Funeral cover
All members, and their immediate family, automatically qualify for funeral 
cover. A range of flexible cover options is available, and a free repatriation 
benefit is included for the transfer of the deceased’s remains from anywhere 
inside the borders of South Africa to the place of burial. Members also have 
the option of cost-effective, voluntary funeral cover for their extended 
family members.

In-Fund Living Annuity
The Fund embraces its responsibility to its members to go beyond merely 
acting as a savings vehicle before retirement. 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.

Pension-backed Home Loans
Qualifying members are able to use a portion of their Fund savings as 
security to apply for a pension-backed loan of up to 60% of their total 
Fund account value. These loans can only be used to purchase a home or 
improve an existing home.   

1312 ABOUT THE LA RETIREMENT FUND ABOUT THE LA RETIREMENT FUND

IT IS NOT THE BEAUTY OF
A BUILDING YOU SHOULD LOOK AT;
IT IS THE CONSTRUCTION OF THE
FOUNDATION THAT WILL STAND

THE TEST OF TIME.     
DAVID ALLAN COE
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1514 FOREWORD BY THE CHAIRPERSON 

The 2018/19 financial year was another very busy period for the Fund. I noted in my 
previous message that I had been elected by the board to the position of Chairperson 
with effect from 1 July 2018. However, my term as member-elected trustee ended on  

31 December 2019. As such, I wish to thank the members for continuing to place their trust in me 
by re-electing me to serve as a member-elected trustee on the board for another five years. I am 
also honoured that the board voted for me to retain my position as chairman until 30 June 2020, 
at which point they will elect a chairperson in terms of the Rules of the Fund. While my election 
as member-elected trustee was finalised outside of the period covered by this annual report, 
the nomination and election processes took place early in 2019, which falls within the reporting 
period. 

Board changes
The board said goodbye to two long-serving 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, including acting as chairman of the board and chairman 
of the Audit Committee for many years. He was instrumental in steering the Fund through its 
transition from a defined benefit to a defined contribution retirement offering, and played a key 
role in the development of the Fund’s new name and brand in 2016. Mr Botha was recently 
replaced by Mr Jonathan Lawack of Nelson Mandela Bay Municipality. Mr Lawack returns to the 
board, having previously served as a councillor trustee for a term until the end of 2016.

Mr Piet Esterhuizen, a pensioner-elected trustee, also left the board after the 2019 pensioner 
trustee elections. Mr Esterhuizen served the Fund and its members for close to seven years, 
and was especially passionate about listening to the needs of our defined benefit pensioners and 
conveying their requirements to the board. Mr Esterhuizen has been succeeded by Adv Christi 
Franken who was elected by the pensioners as a pensioner-elected trustee for a term of five years. 
Adv Franken brings with him a wealth of knowledge of local government and we look forward 
to his insights. 

Thank you to Mr Botha and Mr Esterhuizen for their tireless service to the Fund and their 
unwavering commitment to serving its members and pensioners. 

FOREWORD BY THE CHAIRPERSON 

Working with our members to build better futures
The theme of this year’s report is “Helping you build your better future”. It speaks to the 
commitment by the board, the Principal Officer and our service providers, to provide our diverse 
Fund members with a range of cost effective and flexible benefit offerings that act as the building 
blocks they need to progress on their life journey and reach their goals for retirement and beyond.

While this commitment applies to all our members, we are especially cognisant of the unique and 
fast-changing needs of our millennial and generation Z members, as well as the many challenges 
they face on their retirement journeys as a result of increasingly volatile and uncertain economic 
times. 

We work to meet these diverse needs of all our members by giving them the choice they need 
to decide on the benefits they can afford when joining the Fund. Then, as they progress through 
their lives and careers, and their circumstances change, they are able to easily make the necessary 
changes to their benefits to ensure that the Fund always works optimally for them.

Being given this choice gives the member the right to act, and the power to prioritise the building 
blocks they deem most important at any given time. This power to choose rests with each and 
every Fund member; which also means that it is every member’s responsibility to be accountable 
for their decisions, the actions they take, and the outcome of those actions. In whatever we do in 
life, be it personal or professional, understanding and accepting this responsibility is essential. As 
such, I urge all Fund members to embrace the responsibility they have for achieving their desired 
retirement outcomes, by equipping themselves with as much knowledge as possible in order to 
always make informed decisions. 

New members are encouraged to critically evaluate the benefits they need, especially the once-off 
solutions such as the disability income and voluntary critical illness benefits. These are only offered 
to new members on joining the Fund, and the voluntary critical illness benefit can only be taken 
up within the first three months of becoming a Fund member. 

We also urge all members to regularly assess whether their level of death cover remains sufficient 
to meet the needs of their beneficiaries. This cover may be amended once a year, or at any 
significant life event, such as marriage, divorce, the birth of a child, and so on. Members are 
reminded that their employers also provide them with death cover and a lump sum disability 
benefit payment, both of which are offered outside of the Fund. They are advised to take this 
into account when deciding on the level of benefits they require from the Fund. It is also worth 
remembering that the cost of providing risk benefits is deducted from the employer’s contribution, 
so it is important that members ensure they aren't paying for benefits they don't actually need. 
By saving on risk benefit premiums in this way, the amount contributed towards retirement every 
month is maximised. 

Encouraging member engagement
The LA Retirement Fund is committed to regular and meaningful communication with members, 
and we encourage them to read all information and material that is sent to them in order to get the 

FOREWORD BY  
THE CHAIRPERSON 
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most out of their Fund membership. Whether 
it is an emailed newsflash message, SMS, 
member newsletter, investment newsletter, 
Annual Benefit Statement or a request to 
attend member education sessions, all these 
communications convey important Fund 
information and very often include a request 
for members to take action. 

In 2019, the Fund’s communication consultant 
created a user-friendly induction slide pre-
sentation with a voice-over to assist HR staff 
at municipalities situated in locations that 
are difficult for Fund consultants to access. 
The slide presentation is designed to help 
new employees with their decision on Fund 
membership. This is probably one of the 
most important decisions that new municipal 
employees will make when entering the 
workforce, as they are currently only given 
one opportunity to join a retirement Fund 
and then have to retain their membership of 
their chosen Fund for the duration of their 
employment at the local authority. Employees 
therefore need to make informed decisions 
regarding which Fund to choose, and good, 
detailed Fund information is essential. We 
urge new employees to carefully consider 
this important decision and to not simply join 
a Fund because their friend is a member or 
because their union rep told them to do so. 
We all have unique needs, which is why the LA 
Retirement Fund offers so much choice.

Regular member education sessions provide 
our members with the opportunity to ask 
questions and allow us to empower them 
to continue to make the right decisions. 
Employees who haven't had the opportunity 
to attend these sessions are urged to contact 
the Fund directly or approach their HR 
representative to request one. We also urge 

our members to get involved in member elections and use these as an opportunity to decide who 
is best able to represent their interests and those of all Fund members. Lastly, we regularly engage 
with members to request that they update their contact details, (i.e. email address and cell phone 
number) so that our Fund communication reaches them. 

Committed to being a trusted retirement partner
Of course, a successful retirement is not only the responsibility of the member. It also requires the 
absolute commitment of the Fund to ensure effective management of its investments and control 
of its cost structures, to ensure that it is investing the maximum amount for its members. 

For us, that means a concerted focus on making sure that the building blocks we provide our 
members are as cost effective as possible. 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 on the back of a general rise in claims against these 
types of insurance policies. 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 redesign the benefit. All 
members received detailed communication about the changes to the benefit structure, which was 
effective from 1 August 2019.

The trustees manage all Fund costs, including the cost of all services provided to the Fund, such 
as administration, benefit consulting, actuarial, investments, etc. From time to time, participants 
in the industry are requested to confirm their service offerings and pricing structures for an 
industry benchmarking exercise. This can sometimes lead to a change in service provider if it is 
found that the costs are higher than average, or the benefits and service are not of the highest 
value to members. 

The trustees also embrace the responsibility they have to manage their own costs and, in this 
regard, a decision was taken to reduce the number of board meetings from one every month to 
one every second month. This has resulted in lower associated travel and accommodation costs.

Achieving desired investment returns for our members is key to being able to provide our 
members with the retirement they deserve. Whilst the Fund’s investment returns are provided in 
detail in the Investment Review by the Fund’s asset consultants, GraySwan Investments, I’d like to 
highlight some of the concepts.

During these challenging economic times, members of the LA Retirement Fund can take comfort 
from the fact that the Fund’s returns constantly outperform those of its peers in the municipal 
Funds’ industry, as well as many of the Funds in the broader retail market. This consistent 
outperformance of the broader industry is important because it helps ensure our members have 
the best chance of achieving the long-term outcomes they want, within the cost-structures they 
can afford. 
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This same returns versus costs paradigm 
has seen our In-Fund Living Annuity steadily 
growing in popularity and uptake in recent 
years. We established the solution in June 
2016, which was well ahead of the introduction 
of the default regulations in 2019. Purchasing 
the In-Fund Living Annuity on retirement 
allows members to seamlessly transition from 
saving for retirement to enjoying the post-
retirement financial security they need. The 
underlying investment structure of the annuity 
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. 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 information 
enables the trustees to continue to exercise 
their fiduciary duty by monitoring the 
sustainable duration of annuity or pension 
payments given the draw down rates chosen 
by annuitants. Where the draw down rates 
exceed the Fund’s net investment returns, 

annuitants are actively engaged by the Fund 
Counsellor to explain that they need to adjust 
their income levels if they want their capital 
to be sustainable throughout their retirement.

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. This allowed the 
trustees to grant a pension increase in line 
with the Pension Increase Policy, and without 
compromising the overall funding level of the 
pensioner portfolio. The pension increase 
target was raised 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 granted on the same date. In addition, 
discretionary pensioner bonuses of 60% and 
50% of gross monthly pensions were declared 
on 1 December 2018 and 1 December 2019 
respectively.

Looking forward
I trust that our communication efforts are 
empowering our members to take decisions 
in their best interests. We will continue 
to walk the journey with our members 
throughout their pre-retirement years, and as 
they transition from being active members to 
In-Fund Living annuitants in retirement. 

Cost management and a strong focus on 
governance continue to underpin everything 
the board of trustees, the Principal Officer and 
the Fund’s service providers do in providing 
members with a well-managed Fund.

We will 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 should there be any 
developments in this regard.

Thank you
Thank you to our participating employers and 
Fund members. Without your support and 
trust, the LA Retirement Fund would not exist. 
We look forward to continuing to reward 
that trust into the future with consistent 
investment performance, superior service and 
world-class governance. Thank you, also, to my 
fellow trustees for your ongoing commitment, 
professionalism and support, and the rest of 
the team, including our service providers and 
Principal Officer, for helping us to consistently 
deliver on our mission.   
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YOU CAN DESIGN AND CREATE, 
AND BUILD THE MOST 
WONDERFUL PLACE IN THE 
WORLD. BUT IT TAKES PEOPLE TO 
MAKE THE DREAM A REALITY.
-WALT DISNEY
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Ethical and effective Fund governance, and full regulatory compliance, underpins everything 
that both the board of trustees and myself, as Principal Officer, do for the LA Retirement 
Fund. This is central to us being able to help our members build their better futures.

I mentioned in my previous report that an essential component of good Fund governance is 
the drafting and application of effective Fund policies and protocols that align the Fund with all 
legislative and regulatory requirements. Some are prescribed by the Financial Sector Conduct 
Authority (FSCA) and others are just essential to have as a responsible and well-governed Fund. 
These policies and protocols are reviewed either annually or biennially and they represent a 
significant part of the framework on which our Fund’s governance commitment is built and 
maintained.

In the year under review, a number of policies and protocols were updated to align them primarily 
with the latest Directives and Guidance Notes issued by the FSCA and with industry best practice. 
Both the Fund’s investment policy statements for active members and defined benefit pensioners 
were updated, along with the Fund’s Responsible Investment (RI) policy. The latter confirms the 
Fund’s commitment to incorporating environmental, social and governance (ESG) factors into all 
investment decisions. In this regard, all the Fund investment mandates with the various investment 
managers were updated to incorporate ESG reporting. This reporting is now received on a regular 
basis and is used to inform Board decisions. The board’s stance on sustainable investing is further 
supported by the Fund’s Proxy Voting Policy. 

The board of trustees take pride in the Fund’s signatory membership of the United Nations backed 
Principles for Responsible Investing (PRI). The PRI is the world’s leading independent proponent 
of responsible investment and it encourages investors and engages global policymakers to use 
responsible investment to enhance returns and better manage risks. The Fund became a signatory 
member in January 2016 and is now required to submit a mandatory annual report to the PRI. 
The Fund’s first mandatory report was submitted in 2019 and signatory membership was retained.

The board of trustees originally adopted a protocol on receiving gifts on 24 February 2012 as part 
of the Fund’s overall PF130 compliance process. This protocol was updated in February 2018 and 
again in March 2018. This followed the publication of the FSCA’s Directive 8 (Prohibition on the 
Acceptance of Gratification) and the Fund’s Charter on Ethical and Effective Leadership that was 
passed by the board in March 2018. The protocol was revised again in December 2018 to take 
into account the provisions of the FSCA’s Guidance Note 2 of 2018. This protocol was distributed 
to all the Fund’s service providers to ensure that they are aware of the limitations placed on 
the provision of gifts to both the board of trustees and to the Principal Officer. This protocol 
is supported by the Fund’s Conflict of Interest Policy that was drafted and adopted during the 
previous reporting period.

The board of trustees also updated the Fund’s risk matrix and its Governance Plan and Checklist 
as well as its Code of Conduct during the year under review.

The board believes that another function of good fund governance is to regularly review and 
change the external auditors. In line with this policy, the Fund's external auditors are changed 
every three years. This not only ensures the best pricing of the service, but also results in the new 
audit partner and their staff being able to focus afresh on all Fund matters. PwC was appointed to 
undertake the 30 June 2019 Fund audit.

The most notable legislative change that took effect from March 2019 was the implementation of 
the so-called Default Regulations (i.e. the inclusion of Regulations 37, 38 and 39). These regulations 
prescribe the conditions for default investment portfolios, default preservation and portability and 
annuity strategies for retirement funds. The Fund had already implemented its default investment 
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PRINCIPAL OFFICER
Ilse Hartlief | Principal Officer
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portfolio in 2014. The Life Stage investment 
strategy ensures that member share values 
are invested in an appropriate risk-profiled 
portfolio based on their age. It is fully compliant 
with Regulation 37. 

For many years, our members have had the choice 
of retaining their member share value in the Fund 
on resignation through In-Fund preservation or 
paid-up membership. There was therefore no need 
to amend the Fund’s Rules to make provision for 
Regulation 38. 

Regulation 39 makes provision for retirement benefits 
counselling to be provided to members in the six 
months leading up to their retirement from the Fund. 
The Fund has provided this counselling service since 
inception of its In-Fund Living Annuity in 2016. We prefer to 
make contact with members at least 12 months before their 
normal retirement date and to then maintain contact with them 
until they retire. Despite being compliant with the regulation well 
ahead of the March deadline, the FSCA issued a number of Guidance 
Notes on the matter in 2018, and it was our duty to ensure that all our 
preparations were still compliant.

The board of trustees received a visit from the FSCA on 27 June 2019. These 
supervisory on-site inspections are conducted on an ad-hoc basis in terms of 
Section 132 of the Financial Sector Regulation Act, No 9 of 2017. They are aimed at 
checking Funds’ compliance with legislation. The meeting focused primarily on assessing 
the Fund’s overall management, its processes, procedures and controls, as measured against the 

Pension Funds Act (PFA) and other applicable legislation. Supporting Fund documentation was 
forwarded to the FSCA prior to their visit. The two visiting representatives heard presentations 
about various Fund functions from every trustee. The FSCA representatives later followed up 
with a couple of additional questions, to which the board responded timeously. 

Looking forward
I mentioned the Conduct of Financial Institutions Bill (COFI) in the previous report. It was 

first introduced in December 2018 and was open for public comment until April 2019. 
We now await its promulgation. In a nutshell, the Bill aims to establish a consolidated, 

comprehensive and consistent regulatory framework for the conduct of financial 
institutions, of which pension funds form part. While our Communication Policy 

already refers to the proposed Treating Customers Fairly (TCF) principles, there will 
be other requirements of the Bill, once promulgated, that will need our attention.

The industry also awaits the publication of the effective date of the remaining 
sections of the Protection of Personal Information Act (POPIA). It is anticipated 
that the President will declare the commencement of the remaining provisions 
during 2020, which means that all funds will have a period of one year in which 
to comply. The Fund’s Benefit Consultant is keeping the board informed of 
all updates regarding COFI and POPIA and we will ensure full compliance 
with all upcoming legislation to deliver on our promise and obligations to 
our members.

Thanks
Good governance relies on a coordinated team effort from all role 
players and I would like to thank the board and all our service providers 
for their commitment to working together and taking the right decisions 
in the best interests of our members. The running of the LA Retirement 
Fund reflects collaboration at its best.   
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2019 2018

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

Plus: Income R million R million   

Contributions – members and employers 94  90

Reinsurance recoveries 9 9

Net investment income 142 326

Other Income 3 1

Minus: Expenditure

Monthly pensions 191 193

Other benefits 206 182

Reinsurance premiums (Risk benefits reinsured) 14  14

Operating, administration and management 15 14

Accumulated funds end of period: R3 615 982 723  R3 794 417 839

2019 2018

Lump sum payments on retirement R89 178 717 R79 636 992

Number of members 40 55

Resignation benefits R92 826 414  R71 820 185

Number of members 57 53

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 consist of the total of the members’ and pensioners’ interest in the Fund. 
During the year under review, total funds and reserves decreased by R178.4 million, compared 
to an increase of R23.4 million the previous financial year. The lacklustre performance of the  
financial markets was the main contributor to this decline in total assets under management. 

Cost management
Total operating, administration and management costs increased marginally by R494 624 to  
R14.7 million for the year under review. This represents a small increase of 3.48%, which is still 
well below inflation for the period. 

Unqualified audit
The Fund once again received an unqualified audit report from its external auditors, PwC Inc.  
The audit report can be accessed at www.laretirementfund.co.za.   

SUMMARISED 
FINANCIAL REPORT 
FOR 2018/19 

The main income and expenditure items for the financial year are detailed below.

Melanie Engelbrecht | Verso Financial Services
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INVESTMENT 
REVIEW
Duncan Theron | GraySwan Investments
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T he past financial year served as another reminder of the fact that the investment markets 
will always be volatile and unpredictable. Having yielded a very pleasing 15.02% in the 12 
months to end-June 2018, the local equity market could only produce a meagre 4.42% 

over the 12 months to end-June 2019, leaving us to reflect on a relatively poor investment year. 

Unfortunately, it is human nature to focus on short-term returns rather than keeping our eyes 
on the long-term results. But it is essential that we constantly remind ourselves that investing for 
retirement is not a short-term strategy. It is a long process that, over time, should have lasting and 
impactful results. And long term does not mean three to five years; it is a strategy that takes place 
over 10, 20, or 30 years, or even more. So, it is important to consider this investment review for 
the 2018/19 year as just one small part of such a long-term approach, and not allow ourselves to 
become too concerned about the relatively lacklustre short term results. 

Review of the investment environment
The 12-month period to end-June 2019 started with tighter US monetary policy, concerns about 
the impact of global trade tensions and the slowing pace of Chinese credit growth. These were all 
major headwinds for developing economies like South Africa. 

Midway through the review period, December 2018 was an especially volatile month on the back 
of sharp equity corrections in the US. It was the weakest December for US equities since the 1931 
Great Depression. Our local markets were not spared and also sold off materially.

Most asset classes delivered single digit returns, as can be seen in the summary table below. As 
can be seen, government bonds were the only stand-out performer, yielding 11.50% over the 
12 months. This is a positive statistic because it shows that, despite most South Africans being 
disappointed in the slow progress of government's economic recovery plans, bonds still have the 
potential to yield a solid return. 
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Note: This report covers the financial year to end-June 
2019. As such, the massive impact of the Coronavirus 
pandemic on global markets, which began in 
November 2019, is only summarised but not 
included in depth. This will be covered in the 
next annual report and its review of the 
2019/20 financial year. 
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When viewed over the medium term, South African equity and property markets overall have had 
a difficult time over the past five years, with all local asset classes yielding relatively low returns.  
However, over the longer term (i.e. 10 and 15 years) these markets have still rewarded investors well. 

As is evident from the following table, in Rand terms, offshore investment markets performed 
slightly better than our local markets for the 12 months to end-June 2019. That said, the data 
needs to be viewed in context. Over the 12 month period the Rand weakened by 2.7% against 
the US Dollar. So, while global equities performed very much in line with our local market, when 
converted to Rand terms, they outperformed. 

All in all it’s been a really strong five years for offshore equity and property markets, with returns 
mostly in the double digit range. Over 10- and 15-year periods, these international markets have 
produced similar returns to local equity and property markets.

SA Inflation SA Money 
Market

SA Inflation 
Bonds

SA Fixed 
Rate Bonds

SA Listed 
Property

SA Equities

1 year 4.48% 7.31% 4.02% 11.50% 0.79% 4.42%

2 years 4.43% 7.33% 2.76% 10.84% -4.73% 9.59%

3 years 4.78% 7.43% 1.67% 9.86% -2.27% 6.89%

5 years 5.01% 7.08% 3.78% 8.59% 5.64% 5.85%

10 years 5.20% 6.55% 7.11% 9.02% 13.00% 13.47%

15 years 5.69% 7.34% 8.66% 9.12% 17.07% 15.69%

LOCAL ABSOLUTE PERFORMANCE IN ZAR (as of end June 2019)

US Inflation USD Cash Global 
Hedge 
Funds

Global 
Bonds

Global 
Property

Global 
Equities

1 year 4.50% 5.09% 3.86% 8.67% 12.28% 8.56%

2 years 6.27% 5.94% 7.16% 7.61% 11.58% 12.42%

3 years 0.74% 0.17% 2.81% 0.22% 3.37% 10.08%

5 years 7.38% 6.91% 8.12% 7.08% 11.87% 12.33%

10 years 8.15% 6.89% 9.62% 9.28% 18.90% 16.99%

15 years 7.77% 7.28% 8.79% 9.58% 14.12% 13.03%

OFFSHORE ABSOLUTE PERFORMANCE IN ZAR (as of end June 2019)
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Defined contribution fund performance 
The low single digit returns from the Fund’s risk-profiled solutions were expected due to the 
poor performance of the equity market over the year under review. That said, for the 12 months 
to end-June 2019, all the risk-profiled solutions, with the exception of the Accumulation Portfolio, 
outperformed their municipal peers as well as the broader industry of retail retirement fund 
products. The underperformance of the Accumulation Portfolio was expected, as the portfolio has 
a higher local equity component than some of the peers.

Most of the solutions also matched or outperformed inflation, which averaged 4.5% for the period. 

Overall, the Fund’s performance across its range of risk-profiled solutions remains one of the 
strongest in the industry reinforcing its position as a leader amongst its peers. 

Fund Performance Municipal Peers Retail Peers

Accumulation 3% 4.0% 3.7%

Consolidation 4.5% 4.3% 4.2%

Preservation 8.4% 6.7% 5.3%

Cash Plus 8.5% 8.5% 7.3%

Shari’ah 4.7% - -

COMPARISON OF THE FUND'S INVESTMENT PERFORMANCE 
TO INDUSTRY PEERS (year to end-June 2019)

Life Stage Strategy and In-Fund Living Annuity
Members who are approaching retirement and are invested in the Life Stage Strategy are reminded 
that they do not need to be overly concerned about current and future volatility of the investment 
markets. The risk of capital loss is managed by shifting investments to less risky assets as a member 
gets closer to retirement. 

The Life Stage Strategy also ensures an easy transition to retirement for members who choose 
to automatically invest their retirement savings in the In-Fund Living Annuity. A major advantage 
of the In-Fund Living Annuity is the cost benefit. The fees are extremely low compared to other 
out-of-fund retail products available from external providers. 

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 the pensioners as closely as possible. More specifically, 
the objectives of this strategy are to ensure that the asset proceeds meet the liability with a 
high degree of certainty, to meet the objectives set out in the Pension Increase Policy and, most 
importantly, to ensure that the Fund’s solvency position remains healthy and protected. 
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Environmental, Social and Governance (ESG) investing
Regulation 28, promulgated in terms of the Pension Funds Act, makes it clear that responsible 
investing is not only a fiduciary duty of trustee boards, but also a core element of good governance 
for retirement Funds in South Africa. 

INVESTMENT REVIEW30

investing, we are in the process of clearly defining our views and stance on climate change. Once 
formalised, this will be incorporated into our Responsible Investing Policy.

As part of the development of this climate change view, we have considered 
the following facts:
•  The period between 2010 and 2019 was officially the warmest decade on record. Ocean 

temperature, ocean acidification, decline of sea ice and occurrence of high impact weather 
events such as floods, drought, heat waves and wildfires also recorded record numbers.

•  Below-average rainfall over the last five years, combined with above-average temperatures and 
high winds have caused catastrophic bushfires. The most devastating of these took place in 
Australia where thousands of fires destroyed 100 000 km2 of vegetation. 

•  The business opportunities associated with the global response to climate change are 
immense; as are the risks of ignoring climate change. 

•  Global disinvestment from fossil fuels has crossed the $11 trillion mark. This is a massive leap 
from committed disinvestment of just $52 million in 2014 and represents around 16% of total 
global investment in fossil fuels. 

•  The United Nations has projected that the global demand for fresh water will exceed supply 
by 40% in 2030. 

Importantly for our members, there is steadily growing evidence that investing responsibly is not 
only good for the planet, but it also benefits investors. In a meta-study conducted by Arabesque 
Asset Management, entitled From the stockholder to the stakeholder, they found a remarkable 
correlation between diligent sustainability business practices and economic performance. 
The first part of the report explored this from a strategic management perspective, and 88% 
of reviewed sources found that companies with robust sustainability practices demonstrated 
better operational performance. In addition, 80% of the reviewed studies revealed that prudent 
sustainability practices had a positive influence on investment performance.

In another report by Deutsche Bank Climate Advisors, over 100 academic studies of sustainable 
investing from around the world were reviewed. The results showed that Environmental, Social 
and Governance (ESG) factors correlated with superior risk-adjusted returns, and companies with 
high ratings in terms of these factors had a lower cost of capital and their share prices exhibited 
outperformance.
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“A fund has a fiduciary duty to act in the best interest of its members whose 
benefits depend on the responsible management of fund assets. This duty 
supports the adoption of a responsible investment approach to deploying 
capital into markets that will earn adequate risk-adjusted returns suitable 
for the fund’s specific member profile, liquidity needs and liabilities. Prudent 
investing should give appropriate consideration to any factor which may 
materially affect the sustainable long-term performance of a fund’s assets, 
including factors of an Environmental, Social and Governance (ESG) character. 
This concept applies across all assets and categories of assets and should 
promote the interests of a fund in a stable and transparent environment.” 
Regulation 28

The Fund meets these requirements in the following ways:
• It has a standalone Investment Policy Statement (IPS), which is reviewed at least annually. 

•  It communicates the IPS (in summary form) on the Fund’s website. The detailed IPS is available 
to any member of the Fund via written request to the Principal Officer.

•  Before making any investment, the trustees of the Fund consider any factor that may materially 
affect the sustainable long-term performance of the Fund’s assets including, but not limited to, 
those of an Environmental, Social and Governance (ESG) character.

• ESG is a standard agenda item on every Board meeting agenda. 

•  As part of its Responsible Investment (RI) project plan, the Fund considers best practice in 
terms of the adoption of sustainable reporting practices. 

•  In the context of considering social factors, the Fund also considers the broad-based black 
economic empowerment standing of the investment managers who manage its assets.

Further, the LA Retirement Fund is a proud signatory of the United Nations Principles of 
Responsible Investing (UNPRI). We take responsible investing seriously. It is part of our DNA. So, 
while our primary objective remains delivering superior risk-adjusted investment performance 
for our members, we are also committed to doing the right thing for the future of people and the 
planet. In fact, we are only one of a handful of asset owners in South Africa that have embraced 
the UNPRI international best practice of responsible investing. As part of our ongoing process of 
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GREAT BUILDINGS, LIKE
GREAT MOUNTAINS,

ARE THE WORK OF
CENTURIES.

VICTOR HUGO

LOOKING AHEAD
At the beginning of 2020 most investors believed equity markets were ready to achieve further 
gains on the back of low global interest rates and reasonable world growth prospects. 

The Trustees were cautiously optimistic that the Fund would again be rewarded for the market 
risk inherent in the risk profiled portfolios. Then it all changed – not one but two black swans 
simultaneously hit the market (the coronavirus and the oil crisis). A black swan is an unforeseen 
and highly improbable event that has a material and adverse impact on the investment markets.

The emergence of the Coronavirus (COVID-19) is perhaps the most significant black swan event 
facing investors since the global financial crises of 2008. But pandemics are nothing new to the 
stock markets. SARS, the Avian Flu and Ebola are examples of when the stock market experienced 
sudden and uncomfortable losses. 

Instead of focusing on the unknowns of a pandemic and how such influences investment markets, 
we now rather focus on what is known:

-  Stock market corrections are a normal part of the investing cycle, and they typically last for a 
considerably shorter length of time than periods of expansion.

-  Consistently predicting when stock market declines or rallies will happen, or how long they 
are going to last, is impossible.

Bear markets are challenging, but therein lies some of the biggest investment opportunities. 
Against this backdrop, the Fund is now looking for new opportunities in the markets as many 
asset classes are currently very attractively priced. We also continue to build greater resilience 
into our investment portfolios by implementing equity and currency protection strategies. As we 
always insure our lives, our houses and our cars, we also have to insure our members’ investments. 

In terms of opportunities, at current levels our inflation-linked and nominal bond market offers 
very attractive real yields (greater than CPI + 5%). The Fund therefore continues to hold a healthy 
allocation to these asset classes and will also increase this allocation for the pensioner portfolio. 
This effectively translates into a guaranteed attractive real performance if held until maturity.   
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The relatively small percentages typically associated with retirement fund costs can mislead fund 
members and lull them into a false perception that cost differences between funds are so small 
that their impact is negligible. This may be the overriding feeling during times of good investment 
returns. 

While costs are only one of a host of factors - like track record, governance, risk benefits, and 
more -  that should be considered when selecting a retirement fund, the various costs that need 
to be borne by fund members can have a material impact on their eventual financial outcomes. 
In addition, given that many people will be members of their fund for long periods of time, the 
implications of high fund and investment costs can certainly compound over time. 

How do costs impact outcomes?
The fees a member pays have two major impacts on the eventual outcomes they enjoy:

1 Direct impact - Fees limit the amount a member saves
Since the various fees charged by a fund are  deducted from the monthly contribution to the 
fund (in the case of the LA Retirement Fund, costs other than investment costs but including 

risk premiums are deducted from the employer’s contribution), the amount of that contribution 
is reduced even before it is invested by the fund. This is a direct impact of fees. 

COSTS VERSUS 
OUTCOMES
THE IMPORTANCE OF MANAGING AND CONTAINING 
COSTS AS A MEANS OF MAXIMISING THE RETIREMENT 
BENEFITS OF FUND MEMBERS.

2 Indirect impact - Fees reduce the benefit of compounding over time.
This is an indirect, but potentially even more devastating impact of high fees. Since fees 
are effectively money that the member pays that could have been invested, that money is 

never exposed to compound interest, which is one of the most effective ways money grows in a 
fund account. 

Example*:
It's not just a percentage of the contributions that is removed from member’s investments. 
Some of the fees are worked out on the total value of the investment. So, if a member has 
R500 000 saved in their fund, and their investment management fees are 1% of that amount, 
they will be paying R5 000 in investment fees per year** (that doesn't include any other fees 
they are charged). 

So, if that fund member is contributing R3 000 per month, that is a total contribution of  
R36 000 per year. But their investment fees alone mean that R5 000 of that money per year 
is never making it into their retirement savings account. 

Example:
Using the R5 000 per year investment fees that the member is paying in the earlier example; 
if that R5 000 had been invested, and grew at a compound interest of 5% every year for 40 
years, the member's total loss in compound earnings over their 40-year working life could 
amount to well over R1 million. 

Now that we understand the impact of fees, let's look at the benefit of paying less.
Even a small reduction in fees can make a huge positive impact on a fund member's final retirement 
outcome. Using the same examples as above:

1 Direct impact of fees - reduced savings contributions
Continuing the example, the member (Member A) with R500 000 invested, and paying 1% in 
investment fees, lost R5 000 of his contributions in a year.  If another member (Member B) 

had the same amount invested, but was charged 0.5% investment fees, she would only reduce her 
annual invested contributions by R2 500**. The other R2 500 would be invested to grow for her.

2 Indirect impact - loss of compounding growth
And let's say that the R2 500 that Member B saves on investment fees, gets invested into 
her fund account where it enjoys the benefit of 5% per annum compounded growth for the 

next 40 years. Over that time, if the first R2 500 is saved (mid-way through the year) it will grow 
to about R17 176. If this happens every year, the cumulative investment growth that Member B will 
experience could add up to hundreds of thousands of rand added to her benefit on retirement. 

* These are simplified examples but they illustrate the potential impact of fees on a member's long- 
term savings. 

** Where annual investment fees are calculated as a percentage of investment capital, these fees will 
increase every year as the member share value increases. 

*** The total value of the lost or gained compounding would differ every year based on the shorter time 
to retirement. However, the fee would also increase every year as the member's share value goes up. 
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A step ahead of the pack
Municipal employees are currently only given 
one opportunity to join a retirement fund 
and then have to retain their membership 
of their chosen Fund for the duration of 
their employment at the local authority. 
Employees need to make informed decisions 
regarding which fund to choose, and that 
requires a careful analysis of every retirement 
fund offering to be able to choose the one 
that provides the best balance between 
historical performance, good governance, 
comprehensive risk benefits and low fees that 
maximise long-term savings. 

To help employees make this decision, the 
LA Retirement Fund is committed to being 
fully transparent regarding the effective 
management of its investments and control 
of its cost structures - all with the purpose 
of ensuring that it is investing the maximum 
amount for its members. This is achieved by:

•  Reviewing and benchmarking risk benefits annually – we are proud to be able to offer 
our members a wide choice of death and funeral benefits as well as a comprehensive disability 
income benefit. Members must, however, be aware that the more benefits they elect, the 
more the employer’s contribution to their investment is reduced by the premiums (or costs 
thereof). 

•  Regularly reviewing the costs for services provided to the Fund such as administration, 
actuarial, investments, communication, etc.

• Managing the costs of the Board to reduce overall operational expenses.

• Transparency and disclosure of fees.

•  Critical assessment of all fund expenditure, including money spent on member education 
sessions, pamphlets and marketing material.

It is important to remember that all defined contribution retirement funds have to budget and 
pay for all fund expenses.  Employers do not pay towards any of these costs.  So, manageable 
expenses like monthly office space rentals, staff salaries, roadshows, T-Shirts, scarves, caps and 
other marketing materials is money that could have instead been invested for the benefit of the 
fund members.

Making fund costs more 
transparent
Historically, it has been difficult for 
fund members to gain a clear view of 
exactly what the different fees are that 
they have to pay to their fund, or how 
these fees impact their retirement 
savings over time. For members of retail 
(non-municipal) umbrella funds this 
issue will soon be rectified thanks to a 
standardised retirement savings cost 
disclosure methodology scheduled for 
release by The Association for Savings 
and Investment South Africa (ASISA) 
in October 2020. Known as Effective 
Annual Cost (EAC) For Individual Fund 
Members, the disclosure standard will 
require funds that are members of ASISA 
to detail exactly what costs they are 
charging, on an individual fund member 
basis. This will mean that prospective and 
existing umbrella fund members will be 
able to make an informed retirement 
fund selection when they have the option 
to choose between funds. Hopefully, a 
similar disclosure standard can be applied 
to municipal funds, where local authority 
employees have the ability to choose 
between various funds, and accurate cost 
comparisons could be of significant value. 
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RISK BENEFIT PREMIUMS (BASED ON MEMBER CHOICE)
Note: These costs are  deducted from the employer’s monthly contribution.

•  Death benefit = depends on the multiple of cover chosen and the member’s age band.  The 
cost is expressed as a Rand/cent per R1 000 cover.

• Disability Income benefit = 1.837% of pensionable salary.

•  Voluntary critical illness benefit = depends on the level of cover chosen and the member’s  
age band.

• Funeral cover = depends on the level of cover chosen.

THE BOTTOM LINE
Costs are unavoidable by any fund. What matters is that prospective and existing members fully 
understand those costs, and they are confident that they are getting the maximum value for the 
fees that they are expected to pay. 

SO WHAT ARE OUR LA RETIREMENT  
FUND’S COSTS?

FUND LEVEL EXPENSES:

PARTICIPANT GROUP

Monthly contribution towards fund level expenses

ACTIVE MEMBERS

1.1% of pensionable salary + 1/12th of 0.15% 
of member share value

IN-FUND LIVING ANNUITANTS

R184.25 + 1/12th of 0.15% of capital value

PHASED RETIREES AND PAID-UP MEMBERS

R100 + 1/12th of 0.15% of member share value

TOTAL INVESTMENT COST (ASSET MANAGEMENT FEES + 
PERFORMANCE FEES + TRADING COSTS) AS A PERCENTAGE  
OF ASSETS.
Note: These costs are not deducted from the employer contribution, but are instead 
applied to the investment returns directly.
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Portfolio Investment cost

Accumulation 0.70%

Consolidation 0.73%

Preservation 0.69%

Shariah 1.32%

Cash Plus 0.46%
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ADMINISTRATION 
REVIEW

The administration function receives, processes and invests members’ monthly 
contributions, pays benefit claims, monthly pensions as well as monthly annuities to the  
In-Fund Living Annuitants. 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.

Every month, the Fund’s Member Support Services function responds to an average of 
450 telephone calls, 500 emails and 15 faxes, and provides services to between 15 and 20 
walk-in members and pensioners.

Default Regulations and Retirement Benefits Counselling
In compliance with retirement regulations, Fund members have access to a 
dedicated Retirement Benefits Counsellor (RBC). The RBC is not a financial 
adviser, but is able to provide 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. The aim of 
the counselling is to improve retirement outcomes for 
members, by ensuring that they are treated fairly at 
retirement, get good value for their savings, and 
they are able to make informed financial and 
investment decisions.

RBC services are provided to all 
members who terminate their 
Fund membership, whether 
through retirement or 
withdrawal. All new 
Fund entrants

Derek van Wyk | Verso Financial Services
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 are contacted to 
ascertain whether they  

wish to transfer any paid-
up benefits held in other 

Funds to the LA Retirement Fund.

In-Fund Living Annuity
The In-Fund Living Annuity exists to 

help members to seamlessly continue their 
journeys from Fund members to retirees. This 

offering continues to experience 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. An annual benefit and 

projection statement reports the annuitants’ retirement capital 
at the end of every financial year, and also provides forward looking 

projection scenarios to help annuitants assess the sustainability of their 
current draw-down rates.

Benefit statements
The benefit statements issued for the year ending 30 June 2019 again offered 

members a view of their retirement planning status by providing a projected value of 
the pension they will be able to purchase at retirement, based on their current Fund values.  

This is a very valuable retirement planning tool as it allows members to assess whether they 
are on track to achieve the retirement outcome they want and, if not, implement contingencies 
such as increasing their monthly Fund contributions.   

Benefit claims

The following benefit claims were processed for the period 1 July 2018 to 30 June 2019:

Claim Type Number Value

Withdrawals 57 R92 826 414

Retirement claims 40 R89 178 717

Death claims 8 R12 213 093

Divorce claims 10 R6 800 035

Funeral claims 14 R370 000
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The main objective of the actuarial valuation is to determine the financial condition of 
the Fund. This is achieved by comparing the value of the assets in the Fund to the value 
of past service benefits and reserves. This valuation, in combination with an assessment 

of the investment returns achieved in the financial period under review, forms the basis of a 
recommendation to the board regarding the level of pension increases that can be afforded by 
the Fund.

As at 30 June 2019, the financial condition of the Pensioner Account and DC Section 
was as follows:

The Pensioner Account was 100.7% funded and the DC Section (including In-Fund Living 
Annuitants) was 100% funded as at 30 June 2019.
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ACTUARIAL 
REVIEW 
Sean Neethling | Fund Actuary:  
Momentum Consultants and Actuaries

A pension increase of 3.22% and 3.12% was awarded on 1 January 2019 and 1 January 2020 
respectively.

A discretionary pensioner bonus of 60% and 50% of gross monthly pensions were declared on  
1 December 2018 and 1 December 2019 respectively. Pensioners should bear in mind that 
bonuses are not guaranteed every year as they are dependent on affordability. As such, bonuses 
can only be granted when there is a surplus in the Pensioner Account, or if part of the targeted 
pension increase is exchanged for a bonus.

The Fund is in a sound financial condition as at 30 June 2019.

Accumulation portfolio 3.0% p.a

Consolidation portfolio 4.5% p.a.

Preservation portfolio 8.4% p.a.

Cash portfolio 8.5% p.a.

Shariàh Portfolio 4.7% p.a. 

Investment returns allocated to Members’ Shares for the year ending 30 June 2019 
were as follows:
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The theme for this year’s annual 
report is “Helping you build your 
better future”. In the defined 

contribution environment, minimising costs 
is a key component of this promise, as this 
is an effective way of ensuring that the bulk 
of contributions are allocated to retirement 
savings. To this end, cost containment is 
actively pursued and monitored by the Fund’s 
Audit Committee. The second part of the 
equation is delivering optimal risk-adjusted 
investment returns. The investments review 
section of this annual report outlines the 
Fund's performance against this component 
over the financial year in review. 

Preservation is also a vital cornerstone 
of future financial security. The default 
regulations took effect during the year under 

LEGAL AND 
TECHNICAL 
REVIEW 
Braam du Plessis | Simeka Consultants &  
Actuaries
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EVERY GREAT BUILDING ONCE
BEGAN AS A BUILDING PLAN. THAT

MEANS, SITTING IN THAT BUILDING
PLAN ON THE TABLE IS A MIGHTY

STRUCTURE NOT YET SEEN. IT IS THE
SAME WITH DREAMS.

ISRAELMORE AYIVOR

review and the Fund complies with all requirements set out in the legislation. Members and all 
other stakeholders can visit www.laretirementfund.co.za to view the Fund’s investment strategy, 
preservation option and annuity strategy, which is the In-Fund Living Annuity. The latter has seen 
strong buy-in from retiring members since it was introduced in June 2016. The In-Fund Living 
Annuity is an extremely cost effective and flexible structure available to retiring members as well 
as the spouses of members who die in service, who wish to use the In-Fund Living Annuity as an 
alternative to withdrawing the taxable lump sum benefit that becomes available to them. 

For all of these components to be fully effective in helping members to build their best futures, 
they must be delivered in a trustworthy structure. The board of trustees is very aware of its huge 
responsibility towards all members and pensioners in this regard. The board therefore places a 
priority on good governance and regulatory compliance. In 2018, the board embarked on a major 
review of the governance structures, guided by the King IV principles. The following extract from 
the Board Charter passed in 2018 is a good representation of the Fund’s commitment to an 
ethical culture: 

While leadership starts with each individual trustee, it finds its expression through the 
board as a collective, setting the appropriate example and tone which is referred to as 
an ethical culture. The board requires similar behaviour from stakeholders and service 
providers and where possible will measure and assess it. When an ethical culture is 
properly understood and well embedded, desired values and conduct should be reflected 
in all the activities.

LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019



LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019 LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019

46

IT IS NOT THE BEAUTY OF A
BUILDING YOU SHOULD LOOK AT; 
IT IS THE CONSTRUCTION OF THE
FOUNDATION THAT WILL STAND
THE TEST OF TIME.
DAVID ALLAN COE
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While this commitment to governance excellence and ethical culture is unwavering, the rules of 
the Fund need to adapt to the constantly changing environment in which the Fund exists. As such, 
a number of rule amendments have been implemented over the period under review. Full details 
of these can be accessed on the Fund's website under the Governance/Rules and legislation tabs. 

Briefly, the amendments are as follows:
•  Rule amendment 1 took effect on 1 August 2018 and empowers the board to set the term of 

office of an additional trustee.

•  Rule amendment 2 had various effective dates and the largest part is dedicated to the final 
few amendments that were required for compliance with the default regulations, which took 
effect from 1 March 2019.

•  Rule amendment 3 took effect on 1 March 2019 and updated the rules regarding changes 
to the Income Tax legislation. These rules now allow a retiring member to transfer his or 
her full benefit to a retirement annuity or pension preservation fund. A governance related 
amendment was introduced where a trustee who fails to attend two (previously three) 
consecutive meetings without the board’s consent, will be subject to sanction, which can 
include termination of office.

Looking forward
There are a number of key matters that are likely to shape benefit design and the Fund’s general 
operation over the next few years. The annuitisation requirement for provident funds is set to 
come into effect on 1 March 2021. This is relevant to active Fund members. 

The limitation of lump sum benefits at retirement has been in the pipeline for at least the last five 
years and there now appears to be consensus on this. Members close to retirement should not 
panic or act irrationally, but should wait for the final detail before making any decisions. It is worth 
remembering that earlier versions of the proposed regulations included protection of vested 
rights (to cash lump sum benefits), particularly for members older than 55 on the effective date.

The updated Conduct of Financial Institutions Bill (COFI) is also scheduled to go back to 
Parliament in 2020. This is far-reaching legislation and will partly apply to all registered retirement 
funds. Customer or member protection forms a big part of the planned legislation and, as such, it 
should be welcomed by all retirement industry role players. 

The final regulations of the Protection of Personal Information Act (POPIA) might also be 
finalised and promulgated within the next year. This legislation is also protective towards 

members and should be welcomed. Both COFI and POPIA will increase the 
Fund's governance requirements. The previously established governance 

framework will be reviewed in order to comply with the two new 
sets of legislation.   
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The communications strategy of the LA Retirement Fund is closely aligned to the Fund’s vision 
and its commitment to its members. The trustees recognise effective communication as a 
critical pillar on which the ability of the Fund to deliver on its promise and mandate is enabled. 
Effective, understandable and regular communication is also essential in ensuring that members 
and pensioners can take comfort from the fact that the Fund is always working to help them 
achieve and maintain their desired retirement outcomes, irrespective of the prevailing economic 
environment. 

As such, the primary aim of the communications strategy and efforts remains to provide relevant 
information and promote and enable understanding amongst members of how to best leverage 
their membership to achieve the best possible retirement outcomes. At the same time, by 
demonstrating the Fund's consistent good investment performance, and reminding members of 
its unwavering commitment to good governance, the communications function helps to reassure 
members that they have a trusted, reliable and proven partner on their journey to, and through, 
retirement. 

By also making sure that members are educated about their options, and aware of the changing 
retirement funding landscape, as well as the Fund’s responses to such changes, members are 
equipped with the knowledge they need to make sound financial and investment choices.

COMMUNICATION 
REVIEW
Valerie Nelson | Old Mutual Corporate Consultants
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EACH OF US IS CARVING A STONE,
ERECTING A COLUMN, OR CUTTING
A PIECE OF STAINED GLASS IN THE

CONSTRUCTION OF SOMETHING
MUCH BIGGER THAN OURSELVES.     

- ADRIENNE CLARKSON
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ENHANCING COMMUNICATIONS EFFECTIVENESS
In 2019, the LA Retirement Fund continued to enhance the effectiveness and reach of its 
communications by expanding the range of channels through which it engages with its membership. 
As part of its ongoing shift towards more extensive use of digital communications to enable 
quick and cost-effective engagement, the Fund continued to transition appropriate aspects of 
its communications mix to email channels. As this transition continues, and expands, the Fund 
will have greater communications flexibility and be able to ensure that members always receive 
important messages quickly and efficiently. The potential significant cost savings of a predominantly 
digital communications strategy will also be passed on to the members. 

The trustees recognise, however, that not all members have access to digital communications 
channels. So, members who are unable to receive email communications will continue to have 
their printed newsletters and other communications mailed to them. 

During the year under review, the Fund piloted SMS-based short communications where this 
was appropriate for the messaging. This approach proved very successful and will be used more 
extensively in the coming financial year. 

The Fund's website remains a key component of its overall communications mix and is well used 
by all stakeholders, especially members. In the year under review, the website navigation was 
improved to ensure easier access to information. The site design was refreshed and the content 
was also updated and enhanced. This included the addition of member guides, Q&As, and detailed 
investment facts sheets that include costs and peer performance comparisons.

The Fund also continues to engage with its members face to face - an option that many members 
value and appreciate as it allows them to ask questions about various aspects of their membership 
and retirement journeys, and receive immediate responses. The introduction of face-to-face 
retirement planning sessions for members who are 10 years or less from retirement has been very 
well received. Members appreciate being informed about the process leading up to retirement, 
and the various options available to them as they near retirement age. 

Member education sessions were also introduced for all active Fund members. Given the 
extensive range of options available to members of the LA Retirement Fund, these sessions are 
aimed at ensuring that each member has a full understanding of their choices and that they are 
fully empowered to make those choices for maximum personal benefit. By the end of the year 
under review, a total of 120 members, from eight local authorities had attended these member 
education sessions. They will continue in the next financial year. 

COMMUNICATION REVIEW50

GROWING OUR MEMBERSHIP
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. In the past, it has been difficult for the Fund to ensure it is represented 
at induction sessions held by municipal entities in remote locations. To address this, in the year 
under review, a comprehensive, user-friendly induction slideshow with voiceover was developed. 
This will now be played by the employers to inductees at these sessions and ensure that they are 
exposed to the many benefits that membership of the LA Retirement Fund offers them. 

LOOKING FORWARD
Our focus in the coming financial year, and beyond, will remain on enhancing the quality, distribution 
and effectiveness of our communications to maximise their reach, value and impact on the Fund's 
diverse membership base. A key component of this enhanced communications drive is ensuring 
that we steadily refine and improve our member and pensioner data to maximise our reach and 
the effectiveness of our communications. Targeted marketing efforts will also continue in line with 
the Fund's efforts to steadily grow its membership. 

Using an integrated mix of all our communications channels, including a greater focus on digital 
communications and face-to-face engagement, we will keep working to raise awareness amongst 
members of the investment and risk benefit options available to them and educate and empower 
them to make the best choices for their circumstances and needs.   

COMMUNICATION REVIEW 51
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Good governance is one of the most solid building blocks that any fund can give its members 
in order to help them create the future they need. The LA Retirement Fund places an absolute 
priority on being a well-managed, ethical, and well-governed fund, and on complying with all South 
Africa's retirement fund industry regulations and requirements. We recognise that in order to fully 
deliver on our commitment to help our members build better futures, governance cannot merely 
be a matter of meeting regulatory expectations; it has to be the firm foundation on which every 
aspect of the Fund rests. 

The board of trustees
A board of trustees (the board) is elected and mandated to oversee the Fund and to take 
responsibility for setting and maintaining its strategic direction, establishing Fund policies, supporting 
and guiding day-to-day operations, and ensuring the suitability, alignment and accountability of all 
management and service providers.

The board recognises that the Fund’s ability to ensure good retirement outcomes for its members 
is inextricably linked to its effective management of risks and opportunities, as well as its ability to 
monitor and ensure the Fund's strategic direction, investment and operational performance and 
sustainable development.

To ensure good representation of members and pensioners on the board, at least 50% of the 
board members are elected by these stakeholders. This also ensures that members and pensioners 
are able to easily provide feedback and input into all board decisions and actions. The remaining 
50% of the board is made up 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. 

Board changes
In the previous financial year, Mr DL Carstens was elected to the position of chairperson of 
the board with effect from 1 July 2018. However, his term as member-elected trustee ended on  
31 December 2019. At that time, he was re-elected by the Fund members to serve as a member-
elected trustee for another five-year term. Subsequently, the board voted for him to retain his 

GOOD GOVERNANCE: THE 
FOUNDATION FOR BUILDING 
BETTER MEMBER FUTURES

position as chairman until 30 June 2020, at which point they will once again elect a chairperson in 
terms of the Rules of the Fund. 

Mr Herman Botha's term as an additional trustee came to an end in the year under review. He 
was succeeded by Mr Jonathan Lawack of Nelson Mandela Bay Municipality who will serve as an 
additional trustee for a term of five years.

Mr Piet Esterhuizen, a pensioner-elected trustee, also left the board after the 2019 pensioner 
trustee elections. He was succeeded by Adv Christi Franken who will serve as a pensioner-elected 
trustee for a term of five years. 

As at 30 June 2019, the board of trustees consisted of the following members:

Mr DL Carstens
Chairperson/Member
Current Term ended 31 December 2019.  New term started on 1 January 2020 and ends  
31 December 2024

Mrs M van Zyl
Deputy chairperson/Member
Deputy Chairperson of the Audit Committee
Term ends on 31 December 2020

Mr HF Botha
Additional
Chairperson of the Audit Committee
Term ended on 31 December 2019

Mr PW Esterhuizen
Pensioner
Term ended on 31 December 2019

Mr J Jacobs
Additional
Term ends on 31 July 2022

Mr WR Meiring
Employer councillor
Member of the Audit Committee
Term ends 3 months post the 2021 municipal elections

Mr S Philander
Employer councillor
Term ends 3 months post the 2021 municipal elections

Ilse Hartlief | Principal Officer
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LA Retirement Fund Board of Trustees Meeting Attendance: 1 July 2018 – 30 June 2019
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27 July 2018 n/a X(BA)

30 August 2018 X(BA)

31 August 2018 X(BA)

21 September 2018 X(BA)

25 October 2018 X(BA) X(BA) X(BA)

26 October 2018 X(BA) X(BA)

22 November 2018 X(BA)

23 November 2018 X(BA)

14 December 2018 X(BA)

28 January 2019 X(BA)

29 January 2019

26 February 2019 X(BA)

29 April 2019 X(BA) X(BA)

30 April 2019 X(BA)

27 June 2019

28 June 2019
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Mr JAH van den Berg
Pensioner
Term ends 31 December 2023 

Adv CJ Franken*

Pensioner
Term started 1 January 2020 and ends 31 December 2024

Mr J Lawack*

Additional
Term started 1 March 2020 and ends 28 February 2025

Mrs I Hartlief
Principal Officer

*Replacements for the outgoing trustees.

LA Retirement Fund Annual General Meeting Attendance: 1 July 2018 - 30 June 2019
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24 May 2019 X(BA)

LA Retirement Fund Audit Committee Meeting Attendance: 1 July 2018 - 30 June 2019
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22 November 2018

28 January 2019

27 June 2019

    Present X(BA)  Absent with Board approval X(No BA)  Absent without Board approval



LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019 LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019

5756 GOOD GOVERNANCE: THE FOUNDATION  
FOR BUILDING BETTER MEMBER FUTURES

GOOD GOVERNANCE: THE FOUNDATION  
FOR BUILDING BETTER MEMBER FUTURES

The Roles and responsibilities of the board
In addition to being tasked with 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 external experts and consultants to support it 
in these functions. However, the trustees always have ultimate responsibility for all decisions and 
actions. 

Ensuring alignment with King IV
In the 2018/19 year, the board continues to focus on aligning its mission, practices and protocols 
with those of the world-class governance system set out by the King IV Report on Corporate 
Governance for South Africa. The strong good governance culture and robust governance 
framework includes the following components:

• 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.

Ensuring an ethical culture
An ethical Fund culture is of paramount importance to the board. All trustees are 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 conflicts, 
and take whatever actions are necessary to remove or manage conflicts. Every six months, the 
Fund’s service providers, including all investment managers, are required to declare that they have 
not benefitted directly or indirectly from their association with the Fund, other than receiving the 
agreed compensation for the services they deliver.
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LA Retirement Fund Trustee Training Attendance: 1 July 2018 - 30 June 2019
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25 February 2019

26 February 2019 X(BA)
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WE SHAPE OUR BUILDINGS
THEREAFTER, THEY SHAPE US.     

WINSTON CHURCHILL

LA RETIREMENT FUND ANNUAL REPORT 2018 | 2019

GOOD GOVERNANCE: THE FOUNDATION  
FOR BUILDING BETTER MEMBER FUTURES

GOOD GOVERNANCE: THE FOUNDATION  
FOR BUILDING BETTER MEMBER FUTURES

The principal officer
The principal officer assists and supports the board of trustees in running the Fund. This is a 
strategic, executive and compliance function, and 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, 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 in the year under review. Full details 
of these are available on the Fund's website, but they can be summarised as follows: 

On 1 August 2018, a rule amendment was passed that empowers the board to set the term of 
office of an additional trustee. 
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A number of amendments, many effective from 1 March 2019, were also implemented to ensure 
the Fund's compliance with the default regulations, which took effect from that date. 

Another amendment that also took effect on 1 March 2019 related to the changes to the Income 
Tax legislation. The amendment enables a retiring member to transfer his or her full benefit to a 
retirement annuity or pension preservation fund. 

Finally, a governance related amendment was introduced whereby a trustee who fails to attend 
two (previously three) consecutive meetings without the board’s consent, will be subject to 
sanction, which may include termination of office.

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

The so-called Default Regulations (i.e. the inclusion of Regulations 37, 38 and 39) were implemented 
with effect from March 2019. These regulations set out the legal requirements for funds in terms 
of the provision of default investment portfolios, default preservation and portability and annuity 
strategies. The Fund has largely complied with Regulation 37 since 2014, thanks to its Life Stage 
investment strategy. This is designed to ensure that member share values are invested in an 
appropriate risk-profiled portfolio based on the individual member's age. 

For a number of years, members of the Fund have also had the choice of retaining their member 
share value in the Fund when they resign by means of In-Fund preservation or paid-up membership. 
As such, no amendments to the Fund Rules were required to comply with Regulation 38. 

Regulation 39 requires funds to make retirement benefits counselling available to members in 
the six months prior to their retirement from their fund. The Fund has provided this counselling 
service since 2016 and, in fact, exceeds the requirements of the regulation in that we endeavour to 
engage with members at least 12 months before their normal retirement date. We then maintain 
contact with them until they retire. 
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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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