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Dear Members and Stakeholders

This newsletter is the 3rd special edition communique.  If you have not yet read the Fund’s
October 2020 and March 2021 special edition newsletters; I urge you to read them before going to
your next union meeting.  They can be obtained from the Fund’s website
(www.laretirementfund.co.za) under the News and Member News icons – tab to 2020 and 2021
newsletters.

This newsletter aims to correct the confusing and, in some cases, factually incorrect statements
made in the latest union circular issued by their national office and distributed to shop stewards. 
The decisions taken by the parties to the proposed collective agreement will impact all Fund
members.

Please click here to access this communication.

Ilse Hartlief
Principal Officer

__

https://protect-za.mimecast.com/s/wid1CJZ1RKIq8yYZYiVqLfp?domain=coms.omcorporatecommunication.co.za
https://protect-za.mimecast.com/s/TkRvCKOGR7t2q9nOnivTju5?domain=coms.omcorporatecommunication.co.za
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Dear Members


This newsletter is the 3rd special edition communique. If you have not yet read the Fund’s October 2020 and March 
2021 special edition newsletters; I urge you to read them before going to your next union meeting. They can be obtained from 
the Fund’s website (www.laretirementfund.co.za) under the News and Member News icons – tab to 2020 and 2021 newsletters.


This newsletter aims to correct the confusing and, in some cases, factually incorrect statements made in the latest union circular 
issued by their national office and distributed to shop stewards. The decisions taken by the parties to the proposed collective 
agreement will impact all Fund members.


Please read this communique before you go to your next union meeting as the union seeks to obtain a mandate 
from you in favour of the proposed collective agreement. Vote NO to the proposed pension fund restructuring 
collective agreement.


Correct answers to the confusing and factually incorrect statements in the union circular:


1.  The proposed collective agreement may have had its origins in the request from unions for “Freedom of Association”, but the 
     current proposal has very little to do with this concept. It is undeniably about the parties to the agreement, through SALGBC, 
    having control over retirement funds in the local government sector. They control the arbitrary accreditation criteria which 
    may change at any time and in so doing they have control over which funds remain accredited. A fund may be accredited 
     today and be non-accredited by the end of the year because the criteria have changed. They talk about “voting with your feet” 
    as being a liberating concept to which we are all entitled. However, making sure that you do not lose a portion of your 
    precious retirement nest egg on transfer to another fund requires substantial knowledge about retirement funds and how 
    investment markets work. Not even the investment professionals are able to time the investment markets. Transferring 
    voluntarily or being forced to transfer to other funds at regular intervals may seriously jeopardise your retirement nest egg.


2.  Mention is made of non-accredited funds having to “merge” with one another. This concept does not exist in the Pension 
    Funds Act. Contrary to what has been written, non-accredited funds will not remain financially viable in the medium to long 
     term. Retirement funding is all about long term investing. A non-accredited fund will be forced to transfer your benefit or your 
    paid-up benefit to another fund and will then have to be liquidated and closed.


3.  The document refers to the fact that members can leave their retirement benefits paid-up in their old funds. This seems to 
    be their “cure-all” solution. If you are dissatisfied with your current fund, why would you want to leave your benefit as paid-
    up in that fund when you transfer to another fund? In addition, if members are forced to transfer to other funds because their 
    current fund is not accredited; leaving their benefits as paid-up in a fund that is unlikely to remain financially viable in the future 
    may not be a good idea.  


4.  Retirement benefits of all members who transfer to other funds are not part of their vested rights. This is especially 
    important in respect of members who were 55 and older on 1 March 2021. Whilst their retirement benefits that are left 
    paid-up in the old fund or are transferred to the new fund may be classified as part of their vested rights from a tax point of 
    view (i.e. these members may take 100% of this amount in cash at retirement, subject to tax), their contributions (and 
    investment growth thereon) to their new fund from the date of transfer to the new fund forms part of their non-vested rights 
    and these benefits may not be taken completely in cash at retirement. If these members do not transfer to another fund before 


SPECIAL
EDITION







    retirement, their entire retirement benefit forms part of their vested right and may be taken in cash at retirement, subject to 
    taxation. Whilst the Fund does not advocate members taking mainly cash lumpsums at retirement; the Board understands that 
    this is a member’s choice. The vested rights of all members in this age group who transfer to another fund before retirement 
    will be impacted negatively.


5.  Reference is made to the collective agreement enabling the parties to encourage good fund governance. All retirement funds 
    in SA are governed by the Financial Sector Conduct Authority (FSCA). This is the only body to which funds are compelled 
    to comply. The information requested by the parties is not identical to the information supplied to the FSCA and, contrary to 
    what is written in the document, it does not take “a couple of minutes” to produce. Duplication of work and added layers will 
    result in increased administration costs, which in a defined contribution environment, will be passed onto members. This 
    means less money to invest for retirement.


6.  Funds should not have to “defend their attractiveness” to members and prospective members – this will simply result in more 
    money being spent on marketing the fund and will ultimately lead to increased costs for members and less money invested 
    for retirement.


7.  A constant change in fund membership can negatively impact the risk profile of a fund and can lead to increased costs in 
     respect of group life cover, critical illness benefits, funeral cover and disability cover. Other than reducing benefits or removing 
    benefits altogether, there is little else a fund can do in this case. 


8.  It is true that the parties to the agreement have liaised with retirement funds up to a certain point and retirement funds 
    have had one chance to sit before the SALGBC Task Team to clarify their objections. No feedback, as originally promised, 
    was received from this Task Team after the meeting. This does not mean that all retirement funds agree with the final 
    proposed collective agreement. The LA Retirement Fund Board of Trustees joins many other funds in confirming that they 
    are not in agreement with the proposed collective agreement as it impacts their fiduciary duty to manage the Fund in your 
    best interests.


The proposed collective agreement will impact your future retirement benefit. You are urged to attend your union 
meetings and vote NO to the mandate. Safeguard your retirement benefit by leaving the control of your fund with 
the Board of Trustees and the numerous professional service providers who assist them in protecting and growing 
your retirement nest egg.


Danie Carstens
Chairperson
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