ANNUAL REPORT
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PRACTICAL,
ADAPTIBLE,
FLEXIBLE

Message from the trustees
Helping to
ensure your
retirement
goals stay
within reach

As such, this year’s LA Retirement Fund
annual report serves to reassure members of
the Fund that all those tasked with running
it on behalf of members have the experience,
flexibility, practical expertise and world-class
professionalism required to adapt quickly and
effectively to the changing and volatile global
financial landscape.

In these uncertain times, retirement fund
members require, and deserve, the assurance
that their Retirement Funds are the solid and
dependable partners they need to keep their
retirement goals and dreams on track.

In this way, the LA Retirement Fund is the
dependable partner that its members need
to help them stay firmly on their retirement
journey they have mapped out in order to
achieve their retirement goals, and desired
positive future.

The LA Retirement Fund has repeatedly
proven itself to be such a trusted partner to
local authority employees who want to achieve
the best possible retirement outcomes.
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Highlights for 2019/2020

“

Adaptability is
about the powerful
difference between
adapting to cope and
adapting to win.
Max McKeown

6

HIGHLIGHTS FOR 2019/2020

”
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FY2020 FUND
HIGHLIGHTS

Stability maintained despite Covid-19
R3.31billion
1 436
52
3 073
3% (R460 784)

Assets Under Management

Reliable support
for pensioners

Active members

Pension increase of 3.12% (1 January 2020)

In-Fund Living Annuitants

Pensioner bonus of 50% of gross pension
(1 December 2019)

Pensioners
Y-o-Y cost reduction

Competitive investment
returns for members
Between 0.53% and 2.89%
(over a very challenging 12 months)
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HIGHLIGHTS FOR 2019/2020

Trusted, consistent support
118 Total benefits paid
(excluding pensions) amounting to

R172 362 546
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About the LA Retirement Fund
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5.

“

Even under the most
difficult circumstances
you can have creative
flexibility.

”

Anne M. Mulcahy
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ABOUT THE LA RETIREMENT FUND

The LA Retirement Fund (the Fund) is a Defined Contribution Fund that is open to
permanent, contract and part-time local authority employees.
It has existed, in various forms, for more than 70 years.
Large, financially sound pensioner pool.
Strong track record of competitive investment returns for members.
Comprehensive range of flexible death, disability and funeral benefits.

Fund vision
To provide the best possible retirement outcome for all its members, retirees and pensioners.

Fund mission
To be a trusted financial and investment partner to its members, retirees and pensioners,
undertaking their retirement journeys with them and helping them to achieve the positive
retirement outcomes they need.

4 Key Fund Member Commitments

01

02
03
04

Designed and managed to grow the savings

Innovative, cost-effective, of members and maximise their chances of
risk-managed retirement
receiving the lifelong pension income they
investments
need.

Ethical retirement fund
management

Including good governance and responsible
investment that protects the Fund and its
members from negative external impacts.

Clear communication
and ongoing education

To help members keep their retirement
journeys on track.

Affordable risk cover,
preservation and
retirement solutions

That enable Fund members, retirees and
pensioners to achieve financial security.
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Other investment options:

FUND MEMBERSHIP

01 Direct investment in the accumulation or consolidation Life Stage portfolios
AS AT 30 JUNE 2020

AS AT 30 JUNE 2019

02 Cash Plus portfolio – best suited to those close to retirement

Active members

1 436

1 415

Deferred members

20

23

03 Conservative, low-risk preservation portfolio

Pensioners

3 073

3 242

Avg age of pensioners

79

78

In-Fund Living Annuitants

52

35

Assets under management

R3.312 billion

R3.615 billion

FLEXIBLE FUND BENEFITS
RETIREMENT INVESTMENTS
As a DC Fund, members carry the investment risk, but they also benefit directly from positive
market movement or investment performance.
Default investment option:

04 Shari’ah compliant savings portfolio - meets Islamic investment principles and standards
of Islamic Accounting and Auditing Organisation

AT-RETIREMENT INVESTMENT
In-Fund Living Annuity
•

Trustee-endorsed

•

Members can use some, or all, of their retirement savings to purchase this when reaching
retirement age. This is entirely optional.

Fund contributions
All member contributions augmented by contributions from local government employers.

The Life Stage investment strategy
Aligned to the requirements of the Pension Funds Act.
Offers good balance between risk and return.
Meets the diverse investment expectations and risk appetites of most Fund members.
Adapts as members move through their working lives:
Early career Aggressive (capital growth) weighting 		
Approaching retirement Conservative (capital protection) weighting
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ABOUT THE LA RETIREMENT FUND

EMPLOYEES

COUNCILLORS*

Own monthly contribution

9% of pensionable salary**

7.5% of pensionable salary

Employer contribution

18% of pensionable salary

7.5% or 10% of pensionable
salary

*Councillors must 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 allowed to make additional voluntary contributions to increase their retirement savings.
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FLEXIBLE RISK COVER
Death and disability cover
•

Affordable death and disability cover options

•

Offer reliable, cost-effective financial peace of mind

•

Members also have the option of voluntary critical
illness cover within three months of joining the Fund

Funeral cover
•

Automatic cover for all members and their
immediate family

•

Various cover options available

•

Free repatriation benefit for the transfer of the
deceased’s remains from anywhere inside SA

•

Optional voluntary funeral cover for extended
family members

VALUE-ADDING BENEFITS
Pension-backed home loans
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ABOUT THE LA RETIREMENT FUND

•

Qualifying members can use some of their Fund
savings as security

•

Pension-backed loans of up to 60% of the member’s
Fund account value

•

Loans can only be used to buy or improve a home
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Danie Carstens | Chairperson

Foreword by the Chairperson
The 2019/20 financial year was like no
other. As we entered 2020 with optimism,
no one could foresee the fear, panic and
absolute chaos that would be caused by
the Covid-19 pandemic, in South Africa and
around the world. While the financial markets
have rebounded substantially since the first
quarter of 2020, the effects of the economic
devastation and the significant loss of life
caused by the pandemic will continue to be
felt by people around the world for some
time.

“

It is not the strongest of
the species that survives,
nor the most intelligent.
It is the one that is most
adaptable to change.
Charles Darwin
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The board acknowledges that the most
concerning financial aspect of Covid-19 for
most of our members is the impact that
the global crisis has had on their retirement
savings. Short-term market volatility can be
emotionally devastating for members because
of their fears regarding how this could impact
their member share values.
It is for this reason that we focused most
of our attention in the year under review
on communicating with, and educating, our
members. We issued two Special Investment
Updates over this time. The first one, which
was sent out in mid-March 2020, outlined
the market conditions and the impact of
Covid-19 at the time. The second one, issued
in early April, focused on the downgrade of
South Africa’s local and foreign currency
denominated debt to sub-investment grade by
Moody’s rating agency on 27 March 2020, and
the subsequent further downgrading of SA’s

debt by the Fitch rating agency on 03 April
2020.
While the equity market correction caused
by Covid-19 and the ratings events mentioned
above may not have been the worst in history,
it was certainly the fastest ever experienced
as the JSE All Share Index fell by some 26%
over the first quarter of 2020. The Fund’s Risk
Profiled Solutions were materially affected
by the significant and rapid equity declines
during this period. In response, we informed
members that, while it was tempting to
make impulsive decisions based on positive
or negative information in the media, saving
for retirement remains a long-term initiative
that involves many risks and uncertainties.The
best way to deal with uncertainty is through
proper planning and adherence to a long-term
investment strategy.
Our guidance to members highlighted the
fact that making “knee-jerk” changes to a
long-term investment strategy, based on
short-term market movements, could do
more harm than good to their retirement
outcomes. We encouraged them to stick to
their long-term investment strategies and not
reduce exposure to growth portfolios at the
time, which could result in them locking in
their losses permanently. Members scheduled
to retire from the fund in the first quarter
of 2020 were also encouraged to defer their
retirement date if possible, in order to avoid
significantly lower Fund benefits.
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PLEASING INVESTMENT
PERFORMANCE
While the Covid-19 pandemic was a unique
global scenario, market shifting events are
nothing new. History shows us that investment
markets have recovered from these seemingly
catastrophic situations in the past and, often,
moved to new highs in their wake. And that
is exactly what happened during the second
quarter of 2020. After the significant losses in
February and March of that year, the markets
rebounded strongly, and the Fund’s Risk
Profiled Solutions once again posted strong
results, delivering positive returns for the
12 months under review. Over a three-year
period to end-June 2020, the performance has
exceeded inflation, which means that, despite
the pandemic, members have not lost any
value in real terms.
When compared to the Fund’s peer group,
its Risk Profiled Solutions continue to
outperform the broader industry of retail
retirement fund products. We therefore
continue to encourage our members to
consider the In-Fund Living Annuity when they
retire. Since its establishment in 2016, this low
cost, actively managed at-retirement income
solution, has continued to see good uptake
by our retiring members who appreciate the
seamless transfer it enables from the Fund’s
default Life Stage portfolios on retirement.
Retirees who choose this option continue
to benefit from the low cost structure they
enjoyed whilst active members of the Fund,
as well as from the long-term, diversified
investment approach and the principled good
governance philosophy to which they are
accustomed.
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Members are reminded that the Fund trustees
follow a disciplined investment approach
that does not allow the Fund’s Risk Profiled
Solutions to hinge on single macro-economic
and investment views. Instead, the long-term
approach values diversification across sectors,
industries, regions, investment managers, funds
and currencies, which will hopefully mean that
our members will enjoy even better news in
the investment review section of next year’s
annual report.

FLEXIBLE AND INNOVATIVE
SERVICE PROVIDERS
The focus of this year’s report is “Helping
to ensure your retirement goals stay
within reach.” Delivering on this promise
against the very challenging backdrop of the
past financial year has required the board, the
Principal Officer and all the Fund’s service
providers to be practical, adaptable and
flexible in their approach to change.
The board is grateful to all the Fund’s
service providers for their ingenuity and
determination over the period. From a
Fund administration and member service
perspective, Verso Financial Services, the
Fund’s administrator, put plans and mitigation
strategies in place during the first quarter to
prevent disruption to its business continuity
and practices as a result of the pandemic.
Verso took every precaution to ensure that
it continued to service all our members and
pensioners remotely, with as little disruption as
possible. While the walk-in facility was closed
during lockdown levels 5 and 4, it re-opened,
subject to stringent Covid-19 protocols,
during lockdown level 3. In addition to the
normal call centre number and email address,
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members were also provided with the Fund’s new WhatsApp number in April 2020, which enabled
them to message the Fund during office hours to request the administrator to contact them. This
WhatsApp number has been retained as it has proven to be of value to members.
It was business as usual for all our other service providers and our Principal Officer, all of whom
were able to continue delivering excellent service, despite the very different environment that
required most to work from home.

OUR DIGITISATION JOURNEY
The Board recognises that technology has become a key enabler of consistently excellent
member experiences. As such, we have committed to leveraging technology at every opportunity
to engage, educate and support our Fund members. This commitment to digitisation and
technological innovation was certainly accelerated by Covid-19 and we thank our members
who have been willing to make the switch from face-to-face engagement at their places of work
to accessing online Fund webinars regarding their Fund benefits. A number of these webinars
were hosted during, and after, the reporting period. Topics ranged from investment updates to
member education regarding benefits and retirement planning seminars. We also delivered Skype
presentations to prospective members who were then asked to access the Fund’s online induction
slide presentation instead of the face-to-face presentations normally offered by the Fund’s Client
Liaison Officer at their new places of work. Online webinars have enabled the Fund to uphold
the social distancing requirement while still providing vital information to members, timeously
and cost effectively. We began this online journey in earnest in 2020, and we aim to continue to
provide member education and retirement planning sessions online going forward. Members can
link into digital sessions from their homes or offices via their laptops, desktops and smart phones.
Not only have members been asked to engage electronically with the Fund, the Board of Trustees,
service providers and Principal Officer were also required to embrace change and acquaint
themselves with new technologies in order to continue providing their services. Board meetings
have been held very successfully via Microsoft Teams since April 2020 and the board has made
the decision to allow trustees to choose whether to continue attending meetings remotely or in
person in the future.
The Fund also held its first digital Annual General Meeting (AGM) in May 2020. While this was
not a live online event, the pre-recorded presentations were well received and provided all the
necessary information to our members and pensioners.We aim to progress to an online live AGM
in May 2021 and preparations for this are already underway.
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MANAGING OUR COSTS TO
MAXIMISE OUR VALUE
Cost curtailment remains a key focus of the
board, particularly given that the Fund’s costs
ultimately impact on members’ retirement
savings. The increased use of technology
has resulted in several cost savings for the
Fund. From March 2020, the board has
not incurred any additional expenditure
on travel or accommodation for meeting
attendees. All member communication,
including the annual member statements,
has been issued electronically from March
2020 due to the lockdown limitations on
traditional mail services. Not only has this
meant that members have received timeous
communication, but also that the Fund saved
all printing and postage costs.
The board is committed to ensuring that
all such cost savings are passed on to the
Fund’s members. However, such digital
communication can only be fully effective
if the Fund has accurate member contact
information on file. We therefore urge our
members and pensioners to contact the Fund
to provide updated mobile numbers and email
addresses.
In 2021, annual member statements will again
only be available via the Fund’s secure website
and the Verso app.

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. As a result, the
trustees were able to grant a pension increase
in line with the Pension Increase Policy
without compromising on the overall funding

level of the pensioner portfolio. The pension
increase target remained at 70% of inflation
with effect from 1 January 2020 and a pension
increase of 3.12% (i.e. 70% of inflation) was
therefore granted on the same date. In
addition, a discretionary pensioner bonus of
50% of gross monthly pensions was declared
on 1 December 2019.

SALGBC PENSION FUND
RESTRUCTURING PROPOSAL
We confirmed in last year’s Annual Report
that we would continue to keep a watchful
eye on the South African Local Government
Bargaining Council’s (SALGBC) pension
fund restructuring proposals, and that we
would inform members should there be any
developments in this regard. We also stated
that we have provided SALGBC with the
Fund’s detailed comments and concerns in
response to their proposals to date (i.e. their
draft facilitator’s proposals or draft collective
agreement).
In October 2020, we provided a special
edition newsletter to members, pensioners,
employers and other stakeholders regarding
this issue. In it, we pointed out that the Fund
had become aware of a final facilitator’s
proposal that was made available by SALGBC
to all local authorities in the Western Cape in
late March 2020. This was part of SALGBC’s
efforts to obtain a mandate from employers
to sign the collective agreement. We also
indicated that we had become aware that
IMATU’s general secretary had informed
all IMATU regions that a mandate would
be obtained from its members during the
nation’s lockdown level one. Unfortunately,
all the concerns we raised in response to
previous versions of the facilitator’s proposals
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appear to have fallen on deaf ears, as the final
proposal or collective agreement does not
differ much from the earlier versions.We have
again expressed our concerns to SALGBC in
a submission sent to them in May 2020, but
it would seem that they no longer wish to
consult retirement funds.

“

A bend in the road
is not the end of the
road… unless you
fail to make
the turn.
Helen Keller
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The above is of huge concern to the board as
the facilitator’s proposal for the restructuring
of pension/retirement funds in the local
government sector, and the resulting collective
agreement, will affect the vested rights of our
members and have the potential to negatively
impact members’ future retirement benefits.
The aforementioned special edition newsletter
(available on the Fund’s website under the
News/Member News links) provides a list
of concerns regarding SALGBC’s proposal.
These concerns have increased with the
promulgation of the Tax Laws Amendment Act
and the implementation of annuitisation with
effect from 1 March 2021.

CONDOLENCES AND
GRATITUDE
On behalf of the LA Retirement Fund
Management Board, the Principal Officer and
all the Fund’s service providers, I express
our heartfelt condolences to all our Fund
members, retirees and pensioners who have
lost family members and friends to Covid-19.
I once again thank our participating employers,
members, retirees and pensioners as without
their support and trust, the LA Retirement
Fund would not exist. We look forward to
continuing to reward that trust with consistent
investment performance, superior service and
world-class governance in the years to come.
Thank you, also, to my fellow trustees for
their ongoing commitment, professionalism
and support, and to the professional service
providers and Principal Officer for helping us
to consistently deliver on our mission.

The board reiterates its commitment to do
everything in its power to protect members’
Fund benefits. In the period under review, we
repeated our call to members to ensure that
their union does not sign a collective agreement
like this, which is to their detriment and could
have far-reaching long-term consequences.
We also provided several ways for members
to assist the Fund in this regard and confirmed
that the board was collaborating with three
other municipal retirement funds and was
intent on obtaining a legal opinion from a
respected senior retirement fund advocate
about the position of the Fund should the
parties to the agreement sign the collective
agreement. This legal guidance has now been
obtained, and the Fund is progressing to the
next level of action. We will keep members
informed of progress.
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Ilse Hartlief | Principal Officer

Message from the
Principal Officer
The 2020 year will forever be remembered, by
South Africans and people across the world,
as a year filled with many challenges, financial
hardships, sorrow and loss. The impact of
Covid-19 has forever changed the working
environment, and many of us had to embrace
this change very quickly with virtual meetings
becoming the order of the day.
We also asked our members to adapt to
engaging with the Fund via webinars instead
of face-to-face meetings at places of work,
and all Fund information was disseminated
electronically. These changes have been
positive for the Fund as we were able to
provide more Fund information to all our
members at the click of a button, saving time
and money in the process.
The Benefit Consultant touches on this
in his report later in this document. While
“business continuity” became one of the
buzz words of 2020, this was not a significant
concern for the Fund. We have always
undertaken an annual service provider
assessment that requires them to confirm
the effectiveness of their business continuity
plans; and this meant that it was business as
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usual for all our essential service providers
during the Covid-19 lockdowns.
The trustees and I, in turn, ensured the
continued effective operation of the Fund,
which was made possible through the
prior implementation of sound governance
practices, policies and protocols. This
commitment to good governance enabled
the Fund to seamlessly transition into the socalled “new normal” global environment. As a
result, the Fund experienced no interruptions
to its management functions, investment
processes or member service levels during
the year under review. Despite all the market
turbulence and uncertainty, and the emotional
ups and downs of the year under review,
members were able to confidently continue
to rely on the Fund to deliver on its promise
of securing their retirement by ensuring that
their retirement goals stayed within reach.

UPDATING AND ALIGNING
POLICIES AND PROTOCOLS
In the period under review, several policies
and protocols were updated, primarily to
align them with the latest directives and
guidance notes issued by the Financial Sector

MESSAGE FROM THE PRINCIPAL OFFICER

Conduct Authority (FSCA) and with industry
best practice. The Fund’s investment policy
statements for active members and defined
benefit pensioners were updated, along with
the Fund’s Responsible Investment (RI) policy,
Conflicts of Interest policy, the Board Charter
on Ethical and Effective Leadership and the
Operation of the Board, the Governance
Framework Protocol and the Fund’s Code of
Conduct. The review of most of the Fund’s
protocols is included in the Fund’s Year Plan
to ensure that they are not overlooked.
On 10 July, 2020 the FSCA issued its Conduct
Standard 4 of 2020.While this falls just outside
the reporting period, it is important to note
as it sets out the minimum skills and training
requirements for board members of pension
funds. The Fund’s Trustee Training and Study
Assistance Protocol was amended in line with
this Conduct Standard, and was presented
for approval at the board meeting held on
28 August 2020. The amendments centred
on meeting the requirements of the conduct
standard, the most significant of which is
that all trustees are required to complete
the FSCA’s online Trustee Training Toolkit to
obtain their certificates. I can confirm that
the board is now fully compliant with this
requirement.

SERVICE PROVIDER REVIEWS
The provision of services from service
providers is regularly reviewed to ensure that
the best price and service are obtained by
the Fund. These reviews are called industry
re-brokes. The benefit consulting agreement
held with Simeka was reviewed by the board
at the meeting held in December 2019. The

board agreed, inter alia, that Simeka’s fee was
competitive and have retained the benefit
consulting agreement with the service
provider.
In January 2020, the Board also reviewed
the Fund’s administration agreement with
Verso Financial Services. The results of this
assessment were shared with the board at its
meeting held in June. In response, the board
unanimously agreed that the administration
services obtained fromVerso Financial Services
in respect of the Fund’s active members, infund living annuitants and defined benefit
pensioners aligned to industry standards in
terms of price and service levels. The decision
was therefore made to retain Verso Financial
Services as the Fund’s administrator as this
was deemed to be in the best interests of the
Fund’s members.
The Audit Committee’s focus areas during
the year under review included the audit
of the Fund by both internal and external
auditors, a review of the Fund’s budget, and
the finalisation and approval of the Fund’s
Annual Financial Statements. In addition, the
committee provided thorough oversight of
the administrator’s plan in respect of the
migration of all its clients, including the Fund,
onto a new administration system platform in
2021. All pre-migration assurances that were
provided by Verso were carefully assessed,
as was their service provider’s ISO 9001
compliance certificate and the list of current
users of the new system.Verso also presented
references from some of their users as well
as independent auditor reports of some of
the funds already administered on the new
system. The board looks forward to the
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implementation of the new administration
system during the second quarter of 2021 as
it will provide the Fund and its members with
more functionality and user-friendly access to
data.

LOOKING FORWARD
I mentioned the Conduct of Financial
Institutions (COFI) Bill in both my 2018
and 2019 report back. COFI was first
introduced in December 2018 and the first
draft was open for public comment until
April 2019. The second draft was published
on 29 September 2020 and it is envisaged
that COFI will be submitted to Cabinet for
tabling and approval in early 2021. COFI is a
key pillar in government’s Twin Peaks financial
sector regulatory reform process that aims to
entrench better financial customer outcomes
in the SA financial sector. 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 require
our attention. In addition, there will be further
amendment of the Financial Sector Regulation
Act as well as amendments to other legislation
as a result of COFI.
Compulsory annuitisation came into effect
on 1 March 2021. It will be the subject of the
2021 Annual Report, but suffice to say that
our members were informed of the changes
and their impact on members depending
on their age on 1 March 2021. These details
were included in the February 2021 member
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newsletter and a webinar was made available
to members during the last week of February
2021.
As of 1 July 2020, the remaining provisions of
the Protection of Personal Information Act
(POPIA) became effective. All funds now have
one year in which to become compliant with
this legislation. This means that the Benefit
Consultant, the Board and I will be very busy
ensuring this compliance by 30 June 2021.
POPIA applies, with some exceptions, to the
processing of all personal information (as
defined) by, or on behalf of, a responsible party
(i.e. the employer and the Fund). Operators
(i.e. Fund administrators and consultants)
process information on behalf of responsible
parties. All employers, funds and their service
providers will need to comply with the
eight defined conditions as well as the other
provisions of POPIA. More detail on this will
be provided in next year’s Annual Report.

GRATITUDE
Good Fund governance relies on a coordinated
team effort. My responsibility to the Fund and
its members includes bringing together all the
service providers and the board in order to
make the right decisions that are in the best
interests of our members. The running of the
LA Retirement Fund exemplifies collaboration
at its best, and I thank all the Fund’s service
providers for their timeous action in adapting
to the changed working circumstances that
arose during the reporting period due to
Covid-19.
Ilse Hartlief
Principal Officer
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“

Stay committed to your
decisions, but stay flexible
in your approach.
Tony Robbins
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“

Be clear about your
goal but be flexible
about the process of
achieving it.
Brian Tracy

”

05
Summarised Financial Report
for 2019/20
Melanie Engelbrecht | Verso Financial Services
The main income and expenditure items for the financial year were as follows:
2020

2019

Accumulated funds beginning of period

R3 615 982 723

R3 794 417 839

Plus: Income

R million

R million

Contributions – members and employers

99

94

Reinsurance recoveries

7

9

Net investment income

-30

142

Other Income

4

3

Monthly pensions

183

191

Other benefits

172

206

Reinsurance premiums (Risk benefits reinsured)

14

14

Operating, administration and management

14

15

Accumulated funds end of period

3 312 487 398

3 615 982 723

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

2020

2019

Lump sum payments on retirement

R106 870 473

R89 178 717

Number of members

56

40

Resignation benefits

R36 678 149

R92 826 414

Number of members

51

57

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 R303.5 million, compared to a decrease of R178.4 million
in the previous financial year. The negative impact of the Covid-19 pandemic on global and local economies,
was the main contributor to the further decline in total assets under management.

COST MANAGEMENT
The Fund reduced its total operating, administration and management costs by R460 784 to R14.3 million
for the year under review. This represents a decrease of 3%.

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.
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“

Flexibility
is the key
to stability.
John Wooden

Investment Review
Duncan Theron | GraySwan
Investments

”

Note: This investment review covers the financial year to end-June 2020. As such the significant
recovery of investment markets since the material drawdowns in February and March 2020 is
included in the performance numbers of the Fund, but excluded from our in-depth commentary.
This detail will be provided in the review of the 2020/21 financial year in the next annual report.
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INVESTMENT REVIEW

The Fund entered the financial year with
optimism, supported by signs of stabilising
global growth and some positive progress
on resolving the US-China trade war, which
at the time was a major risk for investment
markets.
Unfortunately, this all changed, very quickly, in
February and March 2020 as the coronavirus
and the oil crisis hit the market at the same
time. The virus was the most significant
black swan event since the collapse of
Lehman Brothers in 2008. Parallels can be
drawn between the fact that nobody saw
the coronavirus coming and the Titanic. Her
captain, Edward J. Smith, said in 1907 that he
“could not imagine any condition which would
cause a ship to flounder”. He was among the
1 500 people who died that night. Unimaginable
things, known as “black swans” certainly do
happen.
As Covid-19 took effect, most stock markets
across the world dropped by more than 30%
in just 22 days - the fastest that the markets
have ever lost so much value.
To add to the challenges experienced locally,
Moody’s then also downgraded South Africa’s

sovereign debt to sub-investment grade - the
last of the three major rating agencies to do so.
The immediate effect was a profound weakening
of the rand against all major currencies, and
significant increases in government bond yields,
which meant a fall in capital values. It was a
double blow for our markets.
There was nowhere to hide except in local
cash and offshore assets. Listed property,
which had been the best asset class in South
Africa for the past 10 years experienced its
largest fall ever, dropping by more than 50%.
Local equities fell 33.25%, nominal bonds lost
17.64% and inflation-linked bonds lost 15.20%.
Fortunately, due to an unprecedented
amount of stimulus by Federal Reserve
Banks, investment markets staged one of its
strongest recoveries in history and by the
middle of 2020 most of the material losses
had been recovered.

LOCAL ABSOLUTE
PERFORMANCE IN RANDS
Cash (as depicted by the money market) was
king over the past 12 months, yielding 6.86%
and handsomely outperforming inflation. SA
Fixed Rate Bonds was the only other asset
class to produce a positive return over the
same period.
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Of course, Covid-19 was not the start of the challenges facing local markets. In fact, it’s been a
really tough five years for domestic markets, with all local asset classes yielding low single-digit
returns. Money market and fixed rate bonds were the best performers.The return from fixed rate
bonds showed that, despite most South Africans being disappointed in the progress of economic
plans to boost confidence and grow jobs, an investment in our government bond market could still
provide stability, yielding a return above inflation over the short-, medium- and long term.
Local equities have experienced a really difficult period. Many Fund members, and equity investors
in general, would be forgiven for feeling like they would rather just invest their money in cash,
given the poor performance of local equity markets in recent times. However, it is worth
remembering that there has never been a five-year period in South Africa where local equities
have underperformed cash. Research also shows that the last four occasions when the majority
of local equities yielded negative returns resulted in strong returns in the following years. For
example, our local equity market returned 70.8% in 1999, 32.6% in 2001, 32.1% in 2009 and
20.95% in 2017.
The table below outlines the annualised (per annum) performance of the various local asset
classes to end-June 2020.
LOCAL ABSOLUTE PERFORMANCE IN ZAR (as of end June 2020)
SA
Equities

All in all, it’s been a really strong year for offshore markets, which yielded double digit returns in
rand terms. In fact, offshore has been the best place to be invested over the past 10 to 15 years.
It should be noted, however, that the Fund is governed by Regulation 28 of the Pension Funds Act
and this restricts the maximum allowed offshore exposure.
OFFSHORE ABSOLUTE PERFORMANCE IN ZAR (as of end June 2020)
US
Inflation

USD Cash

Global
Hedge
Funds

Global
Bonds

Global
Property

Global
Equities

1 year

23.22%

24.76%

23.63%

28.27%

4.43%

25.68%

2 years

13.48%

14.51%

13.30%

18.06%

8.28%

16.81%

3 years

11.65%

11.88%

12.39%

14.10%

9.14%

16.67%

5 years

8.98%

8.73%

8.94%

11.17%

9.91%

14.28%

10 years

10.28%

9.32%

11.53%

11.56%

16.65%

18.45%

15 years

8.59%

8.21%

9.41%

10.38%

11.95%

13.45%

SA
Inflation

SA Money
Market

1 year

2.05%

6.86%

-2.98%

2.85%

-39.98%

-3.30%

DEFINED CONTRIBUTION FUND PERFORMANCE

2 years

3.26%

7.08%

0.46%

7.09%

-22.22%

0.48%

3 years

3.63%

7.17%

0.81%

8.11%

-18.33%

5.11%

5 years

4.50%

7.20%

2.12%

7.49%

-9.06%

4.16%

10 years

4.94%

6.48%

6.08%

8.30%

4.68%

10.89%

15 years

5.60%

7.29%

7.55%

8.00%

9.57%

12.64%

The poor performance from local asset classes has negatively impacted the Fund’s risk-profiled
solutions over the past 12 months. It is unfortunately human nature to focus on the short-term
returns of an investment rather than the long-term. We must however remind ourselves that
investing is not a short-term activity, and that performance should be measured over at least a
three-year rolling period.

INVESTMENT REVIEW

SA Listed
Property

The table below shows the offshore investment markets in rand terms to June 2020. Over the
12-month period, the rand weakened against the US dollar, thereby providing offshore assets with
an additional boost when viewed from a local investor perspective.

SA
Inflation
Bonds
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SA Fixed
Rate
Bonds

OFFSHORE ABSOLUTE PERFORMANCE IN RANDS

Although the performance numbers are low in absolute terms, the Fund’s performance remains one
of the strongest in the industry. Of significance is the outperformance of the Fund’s risk-profiled
solutions versus the institutional and the retail universe of similarly managed funds. Importantly,
members of the Fund who wish to retire outside of the Fund are reminded that performances by
retail based unit trusts are lower, on average, and typically much more expensive. Retiring in the
Fund is a very attractive proposition from both a performance and cost perspective, and members
are strongly advised to speak to the Fund’s Retirement Benefit Counsellor for more information
before making a retirement investment decision.
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COMPARISON OF THE FUND’S INVESTMENT PERFORMANCE
TO INDUSTRY PEERS (TO END-JUNE 2020)
12 months

3 years

5 years

Since
Inception

Accumulation

1.08%

5.07%

4.99%

5.28%

Institutional Peers

0.19%

4.23%

4.59%

5.03%

Retail Peers

0.99%

3.75%

3.54%

4.19%

12 months

3 years

5 years

Since
Inception

Consolidation

1.95%

5.67%

5.61%

6.61%

Institutional Peers

1.41%

4.87%

4.71%

5.23%

Retail Peers

2.02%

4.14%

3.93%

4.47%

12 months

3 years

5 years

Since
Inception

Preservation

2.25%

7.02%

6.62%

7.20%

Institutional Peers

2.90%

4.94%

5.07%

5.42%

Retail Peers

2.90%

4.94%

5.07%

5.42%

12 months

3 years

5 years

Since
Inception

Cash Plus

2.89%

6.20%

7.15%

6.96%

Institutional Peers

3.13%

7.78%

8.09%

8.04%

Retail Peers

5.12%

6.84%

7.13%

6.84%

12 months

3 years

5 years

Since
Inception

Shari’ah

-1.40%

5.05%

5.89%

6.02%

Inflation

2.05%

3.63%

4.50%

4.51%
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LIFE STAGE STRATEGY AND
IN-FUND LIVING ANNUITY
Members who are approaching retirement
and are invested in the Life Stage strategy do
not need to be overly concerned about the
current and expected future volatility of the
investment markets. That’s because the risk of
capital loss is managed by shifting investments
to less risky assets as members get closer to
retirement.
The Life Stage strategy also ensures an easy
transition for members who choose to
automatically invest their retirement savings
in the In-Fund Living Annuity at retirement. A
major advantage of the In-Fund Living Annuity
is that the fees are very low compared to
products available from external providers
and the Fund’s risk profiled portfolios have
a history of outperforming other retail
retirement products.

PENSIONER PORTFOLIO
PERFORMANCE
The Pensioner Portfolio is managed in terms
of a Liability Driven Investment (LDI) strategy,
the objectives of which are to ensure that the
asset proceeds meet the liability with a high
degree of certainty, to meet the objectives
as set in the Pensioner Increase Policy and,
most importantly, to ensure that the Fund’s
solvency position is healthy and protected.
Based on the performance of the strategy,
the trustees granted a pension increase of
3.12% on 1 January 2020 and a pensioner
bonus of 50% of gross monthly pension on
1 December 2019. This is equivalent in value
to the targeted pension increase of 70% of
CPI.
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ENVIRONMENTAL, SOCIAL
AND GOVERNANCE (ESG)
INVESTING
LA Retirement Fund is a proud signatory of
the United Nations Principles of Responsible
Investing (UNPRI) and the Fund takes
responsible investing very seriously. While the
primary objective is superior risk-adjusted
performance for our members, we are also
committed to doing the right thing for the
right reason. In other words, we invest in the
markets to yield strong returns, but we also
care about our planet. We also believe that
thematic investing in companies that excel on
Environmental, Social And Governance (ESG)
metrics may provide increased resilience to
our risk-profiled portfolios.
The Fund is 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 investing, we are in the process of
incorporating a more integrated approach to
monitoring and measuring how our selected
investment managers vote their proxies on
behalf of the Fund.This is already incorporated
into our Responsible Investing and our Proxy
Voting policies.
From this responsible investor perspective,
there were many encouraging, in some
cases surprising, outcomes of the Covid-19
pandemic:

01
02
03

The virus outbreak in China might have
saved more lives than it claimed. A 2015
study estimated that air pollution claims
the lives of 1.6 million Chinese people each
year. Because of the lockdown in China, air
pollution in major cities declined
significantly. It was estimated that 77 000
fewer people succumbed to conditions
related to air pollution during 2020; a
number considerably higher than the
deaths directly attributed to coronavirus.
In Italy, the decreased boat traffic on the
canals left them clear enough to see fish
for the first time. Sightings of dolphins off
the coast of Italy have also been reported
for the first time in many years.
Perhaps the most prominent positive
externality from this crisis were the
random acts of kindness witnessed
across the world. As large numbers of
people reached out to those less
fortunate we became more aware of
how intertwined we are, and that none
of us are alone – despite the isolation we
were forced to endure by lockdown
movement restrictions.

MEGATREND INVESTING
The trustees recognise that the pandemic has accelerated
profound shifts in the ways that economies and societies
operate.This also calls for a rethink of investment strategies
and the way investment portfolios are constructed.
With this in mind, the trustees have begun to assess various
megatrend investment strategies to identify the most
compelling long-term investment opportunities. Megatrends
relate to powerful forces that sculpt and mould new
investment landscapes. The changes they bring are global in
scale and potentially disruptive in nature. Megatrends also
reshape the society because they impact millions or even
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billions of people. The rise of the internet, social media, and the digitisation of money are some of
the biggest megatrends of the last three decades.
Incorporating megatrend thinking into the Fund’s investment decision-making process contributes
to big-picture, true long-term thinking.

LOOKING AHEAD
Pandemics like Covid-19 are nothing new to global investment markets. SARS, Avian Flu and
Ebola are just a few examples of similar events when markets experienced sudden, and often very
uncomfortable, losses. History shows us that the markets recover and move to new highs, and we
have again seen evidence of this in recent months.
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. Of course, consistently predicting
when stock market declines or rallies will happen, or how long they are going to last, is impossible.
Also, while volatile investment markets are challenging, this volatility presents us with some of the
biggest investment opportunities.
The trustees will remain vigilant in their asset allocation and the application of the Fund’s
investment strategy, with due consideration given to how many different scenarios could play out
in the short-, medium- and longer term.
We are cautiously optimistic about local investment markets going forward. South Africa is a
country with so much potential and so many possibilities, and 2021 could turn out to be an
excellent year for investors. Our local equity and property markets are still trading at attractive
levels, even after a significant rebound since March 2020. South African bonds also continue to
compare favourably to their emerging market peers and relative to their own history, and still
offer good value.
Since the recent sell-off of local and offshore listed property shares, these also look attractive in
the longer term.The Fund is considering making a new allocation to an offshore property manager
to exploit such offshore property investment opportunities.
Of some concern is that US equity valuations now appear extended. We will therefore tread
carefully in terms of our equity exposure to the US. The Fund will continue to build in greater
resilience by implementing equity protection strategies where markets are expensive.
In the coming months and years, the trustees will continue to apply the Fund’s well-defined
and robust investment strategy to ensure that members have the best chance of meeting their
retirement objectives. Retirement investing is not a short term or speculative strategy but is
based on a well-diversified plan to yield inflation-beating returns over the long term, taking market
conditions into account.
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“

The art of life lies in a
constant readjustment to
our surroundings.
Kakuzo Okakura

”
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07
Administration Review
Derek van Wyk | Verso Financial
Services

“

I don’t think
of myself as
unbreakable.
Perhaps I’m just
rather flexible
and adaptable.
Aung San Suu Kyi
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The administration function receives,
processes and invests members’ monthly
contributions, pays benefit claims and
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.

MEMBER SUPPORT SERVICES
AND COUNSELLING
The Member Support Services function assists
Fund members, retirees and pensioners via
the Fund’s call centre, a dedicated WhatsApp
number, email, as well as face-to-face assistance
to walk-in members and pensioners.
Fund members also have access to a dedicated
Retirement Benefits Counsellor (RBC) who
provides them 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 RBC is not able to provide
financial advice, but 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 that they can make informed
financial and investment decisions. In-person
counselling is provided to all terminations
(retirees and withdrawals). All new entrants
are also 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 was launched as a
valuable solution designed to help members
continue their successful journeys from Fund
members to retirees. This option is available
to 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 was provided to annuitants and
showed their retirement capital as at 30 June
2020, as well as providing forward-looking
projection scenarios to help them assess the
sustainability of their current drawdown rates.
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BENEFIT STATEMENTS
The benefit statements issued for the year ending 30 June 2020 provided members with a forwardlooking 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 ensure
that they are going to achieve the retirement they want and, if not, implement contingencies, such
as increasing their monthly Fund contributions, to get their retirement journeys back on track.

ADMINISTRATION SYSTEM
A new administration system is scheduled for implementation during 2021. This system will
provide an enhanced user experience for members, retirees and pensioners through an interactive
secure website and mobile app.
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Benefit claims
The following benefit claims were processed for the period 1 July 2019 to 30 June 2020:
Claim Type

Number

Value

Withdrawals

51

R36 678 149

Retirement claims

56

R106 870 473

Death claims

11

R21 426 061

Divorce claims

11

R8 191 020

Funeral claims

22

R675 000
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08
Actuarial Review
Sean Neethling | Fund Actuary:
Momentum Consultants and Actuaries

“

Adaptability is
being able to adjust
to any situation at
any given time.
John Wooden
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ACTUARIAL REVIEW

The main objective of the actuarial valuation is to assess 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.

”
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As at 30 June 2020, the financial condition of the Pensioner Account and DC Section was
as follows:
30 JUNE 2020
2000

R million

1500

1892
1421

1892

Assets

1421

Past service benefits
and reserves

1000

Surplus
500
0

0
Pensioner Account

DC Section

The Pensioner Account was 100% funded and the DC Section (including the In-Fund living
annuitants) was 100% funded as at 30 June 2020. There was no surplus in the Pensioner Account
and DC Section as at 30 June 2020.
A solvency reserve of R22.2 million is included in the value of the liabilities and reserves in the
Pensioner Account. This helps protect the Pensioner Account from potential future adverse fund
experience. The surplus at the previous valuation and solvency reserve helped absorb the initial
impact of the pandemic on the investment returns on the assets underlying the Pensioner Account.
Investment returns allocated to members’ shares for the year ending 30 June 2020 were
as follows:
Accumulation portfolio

1.1% p.a.

Consolidation portfolio

1.9% p.a.

Preservation portfolio

2.2% p.a.

Cash portfolio

2.9% p.a.

Shariàh Portfolio

-1.4% p.a.

A bonus of 55% of monthly pension was granted to pensioners in December 2020 and a pension
increase of 1% was awarded effective 1 January 2021.
The Fund was in a sound financial condition as at 30 June 2020.
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09
Legal and Technical Review
Braam du Plessis | Simeka
Consultants &
Actuaries
In the year since the first lockdown occurred
in South Africa, most people have experienced
profound changes to their professional and
personal lives, the way they conduct business,
as employees, or how they purchase goods for
their households. The Fund was also affected

This annual service provider assessment
was already a comprehensive survey and,
on the back of Covid-19, the board made
amendments that further underpinned its
effectiveness as an accurate assessment of the
business continuity of Fund service providers.
Just two examples of the types of questions
included in this enhanced survey are shown
below:

by these changes, but the robust governance

At the onset of the national

framework enabled it to quickly adapt to the

lockdown, basically all service

new normal.
During the early stages of the lockdown, most
service providers made submissions to the
board reporting that their business continuity
plans were in full operation. Shortly thereafter
the Fund’s annual service provider assessment
process started and this allowed the Fund
to follow up on the effectiveness of each of
these business continuity plans.The board was
satisfied with the responses received.

providers

reported

that

they had a robust business continuity plan
and expected very limited disruption of
their operational ability. Has this been your
experience? Please share with the board any
major challenges experienced and/or any new
risks, or increases to existing risks, identified

02

during lockdown?
Did you consider increased
cybersecurity measures
where “work from home”
was implemented?
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The Fund’s governance framework can be described as a clearly defined process that runs in twoyear cycles and in which all important items are prioritised through a year plan. In spite of the
lockdown and the associated increase in governance related matters, the board remained focused
on the governance framework and completed all activities allocated in the 2020 year plan.
In the period under review, the retirement benefits section of the Rules was amended to
document the temporary relief measures for living annuitants allowed by National Treasury. The
amendment allowed In-Fund Living Annuitants to select a different drawdown rate for the period
June to September 2020. Details of Rule amendment 4 can be viewed on the Fund’s website
(www.laretirementfund.co.za) under the “Governance” tab.
On the legislative front, two important pieces of legislation will come into effect by 1 July 2021.
Firstly, with effect from 1 March 2021, changes to the Income Tax Act will affect how retirement
benefits are paid from the Fund.A detailed newsletter based on this topic was issued in February 2021
and can be found on the Fund’s website to enable members to familiarise themselves with the detail.
In brief, affected members can expect the fund records and their benefit statements to reflect a vested
portion (fund value as at 1 March 2021 with future investment growth on the 1 March 2021 value) and
a non-vested portion (contributions and investment growth from 1 March 2021 onwards). Members
older than 55 on 1 March 2021, who retire from this Fund, will not be subject to the annuitisation
requirements applicable to the non-vested portion.
Secondly,The Protection of Personal Information Act (POPIA) defines the Fund as a responsible
party. As such, by 1 July 2021 the Fund must comply with the requirements of POPIA. To this
end, the Fund is currently expanding its governance framework and revisiting the current data
security measures. Although most of the personal information is held and processed by the Fund’s
service providers (defined as “operators” in the Act), the Fund is ultimately the responsible party
and is required to manage how data is received, processed, stored, destroyed, etc. The Fund has
been measuring the POPIA readiness of service providers over the last year and will be compliant
with POPIA within the prescribed deadline.
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“

Things change.
The only thing
constant is
change. It’s
up to you to be
adaptable.
Anonymous

”

10
Communication Review
Estelle D’oliviera | Old Mutual
Group Retirement Solutions
Despite the many and varied challenges created
by Covid-19 and the national lockdown
response in 2020, the LA Retirement Fund
remained committed to continuing to enhance
the levels of and effectiveness of engagement it
has with its members.
In fact, the hard lockdown, and the altered, social
distanced reality that has emerged on the back
of the pandemic has highlighted the importance
of, and need for, effective, meaningful and easily
accessible Fund communication.
In the previous financial year, the Fund laid
the groundwork for the development of
such member communication by establishing
and refining a broad array of communication
channels to meet the diverse needs and
preferences of the member base.
As part of this ongoing journey towards
highly integrated and effective member
communication, education and support, various
digital channels were put in place, and these
served the Fund and its members very well
during the year in review, particularly over
the latter half of the period when traditional
communication methods, like printed and
mailed documents and face-to-face member
presentations became impossible.
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SHIFTING THE WAY WE
THINK ABOUT, AND DO,
COMMUNICATIONS
However, while the groundwork had already
been laid for more extensive use of digital
engagement platforms ahead of Covid-19, the
arrival of the pandemic, and the resultant fiveweek hard lockdown required a significant and
rapid shift in the way the Fund thinks about
and actions its member communications.
In addition to digitising all previously paperbased member communications, such as
newsletters, statements, and ad hoc information
mailers, all member education offered by the
Fund had to be transformed into digital formats.
Webinars became the primary form of faceto-face engagement, and the Fund quickly
adapted to this new digital normal, hosting
various online webinars and events to continue
providing its members with the levels of
engagement, information and education they
require to get the most out of their Fund
membership. Despite the lack of personal
contact that digital engagement creates, the
Fund quickly recognised that this format is a
convenient and effective way of transferring
valuable information and insights to a large
number of its members. In response to this, a
number of investment webinars were created
with the aim of making members aware of their
investment choices and educating them on key
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considerations when deciding how and where to invest their contributions. Wherever possible,
all these digital events were recorded and made available on the Fund website for members who
were unable to attend the live sessions to download the information.
Of course, the Trustees acknowledge that not all the Fund’s members have access to digital devices
or reliable online connectivity, and the communications team continues to assess ways of ensuring
an effective mix of digital and traditional communication methods going forward to ensure that
no members are left out of the communications loop.

FOCUSING ON DATA ACCURACY FOR
OPTIMUM MEMBER ENGAGEMENT
Key to effective, predominantly digital communication is accurate and up to date member data. As
such, much of the communication focus over the past 12 months has been on ensuring that the
Fund has accurate member records, with up-to-date contact details for each individual. Gathering
and maintaining this type of accurate data is now a core competency for any organisation that
wants to maintain strong relationships with its customers, and the LA Retirement Fund is investing
significantly into world-class processes and systems to enhance the quality of member data it has,
and ensure that all such data is maintained and, most importantly, protected.

LOOKING FORWARD
The ongoing transformation in the way people
engage means that the Fund will need to
constantly adapt its communications matrix
and methodology to ensure its members
are getting the information and support
they need to achieve their best possible
retirement outcomes. In the coming years,
the communication focus will therefore be on
continuing to explore new ways of gathering
member data, engaging successfully with
members, and empowering them to make
informed and educated retirement planning
and saving decisions.

Already, a number of these initiatives are
being rolled out, including the Fund’s 10 years
to retirement engagement framework, and
a comprehensive digital retirement toolbox
scheduled for launch on the website in the
2021/22 financial year.
However, effective communication is a twoway process, and we urge our members to
also take the initiative to engage with the
Fund, ensure that their contact details are
always current, and invest the time digesting
the information and education material made
available by the Fund to help them secure
their best future.

BUILDING RELATIONSHIPS TO
BUILD OUR MEMBER BASE
Of course, members are not the Fund’s only communications stakeholders. Human resources
departments and teams are key contributors to the success of the Fund as a whole and to its
ability to deliver the level of service to its members that they deserve.As such, strong relationships
with HR departments are vital - whether this is with HR at local authorities who already have
employees who are members of the LA Retirement Fund, or those whom we hope to welcome
as members of the LA Retirement Fund family in the future.
Here, too, Covid-19 has created a number of challenges in terms of the way the Fund would
traditionally have engaged with HR teams. However, the digital ecosystem also presents the Fund
with many opportunities for even more effective engagement and, indeed, further reach in order
to tell more prospective members the compelling LA Retirement Fund story.The communications
team is therefore investing significantly into ways of enhancing and deepening The Fund’s
relationships with these HR departments through innovative digital platforms and campaigns.
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11
Good Governance
Ilse Hartlief | Principal Officer
Good governance is a top priority for the LA
Retirement Fund. The board recognises that
it is only by ensuring this is a well-managed,
ethical, and well-governed Fund, that complies
with all South African retirement fund
regulations and requirements that it can fully
deliver on its obligations to its members and
help them ensure that their good retirement
outcomes remain within reach.

THE BOARD OF TRUSTEES
The board recognises that the Fund’s ability
to help its members achieve their desired
retirement outcomes depends on its effective
management of risks and opportunities
as well as its commitment to ensuring the
Fund’s strategic direction, investment and
operational performance align with those
member outcomes.
To ensure good representation of members
and pensioners, at least 50% of the board
members are elected by these stakeholders.
This also creates the opportunity, and
channels, for members and pensioners to
easily provide feedback and input into board
decisions and actions.
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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 outcomes of the members.

BOARD CHANGES
Member and pensioner trustee elections
were held in the year under review. Deputy
Chairperson, Ms Michelle van Zyl, was reelected by members to serve another
five-year term as Member-elected Trustee,
commencing 1 January 2021. Adv Christi
Franken was elected by pensioners to serve
a five-year term as Pensioner-elected Trustee,
commencing 1 January 2020.
The Board also had a vacancy for an additional
trustee because of the retirement of Mr
Herman Botha in December 2019. The Board
appointed Mr Jonathan Lawack with effect
from 1 March 2020 for a five-year term. Mr
Lawack is no stranger to the Board, having
previously served as a Councillor Trustee
from Nelson Mandela Bay Municipality.

“

A wise man adapts himself
to circumstances, as water
shapes itself to the vessel
that contains it.
Chinese Proverb

”
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As at 30 June 2020, the board of trustees
consisted of the following members:

Mr J Jacobs
Additional
Member of the Audit Committee
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 J Lawack
Additional
Term started 1 March 2020 and ends
28 February 2025
Mrs I Hartlief
Principal Officer

X(BA)

n/a

n/a

28 October
2019

n/a

n/a

29 October
2019

n/a

n/a

2 December
2019

n/a

n/a

3 December
2019

n/a

n/a

n/a

30 January 2020

n/a

n/a

n/a

31 January 2020

n/a

n/a

n/a

28 February
2020

n/a

n/a

n/a

28 May 2020

n/a

n/a

24 June 2020

n/a

n/a

25 June 2020

n/a

n/a

Present

X(BA) Absent with Board approval

J van den Berg
Pensioner
Trustee

30 August 2019

S Philander
Councillor
Trustee

n/a

W Meiring
Councillor
Trustee

n/a

J Lawack
Additional
Trustee

X(BA)

J Jacobs
Additional
Trustee

29 August 2019

M van Zyl
Deputy
Chairperson
and Member
Trustee

P Esterhuizen
Pensioner
Trustee

Adv CJ Franken
Pensioner
Term started 1 January 2020 and ends
31 December 2024

C Franken
Pensioner
Trustee

Mr PW Esterhuizen
Pensioner
Term ended on 31 December 2019

Mr JAH van den Berg
Pensioner
Term ends 31 December 2023

H Botha
Additional
Trustee

Mrs M van Zyl
Deputy Chairperson/Member
Chairperson of the Audit Committee
Term ended on 31 December 2020. Reelected by members for a further five-year
term, commencing 1 January 2021.

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

D Carstens
Chairperson
and Member
Trustee

Mr DL Carstens
Chairperson/Member
Term ends on 31 December 2024

LA Retirement Fund Board of Trustees Meeting Attendance:1 July 2019 – 30 June 2020

X(BA)

X(BA)

X(BA)

X(No BA) Absent without Board approval

N/A Not Applicable

LA Retirement Fund Audit Committee Meeting Attendance: 1 July 2019-30 June 2020
M van Zyl
Chairperson
of the Audit
Committee and
Member Trustee

H Botha
Chairperson
of the meeting
and Additional
Trustee

28 October 2019
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D Carstens
Ex-officio
member
and Member
Trustee

J Jacobs
Additional
Trustee

W Meiring
Councillor
Trustee

n/a

30 January 2020

n/a

24 June 2020

n/a
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The board is permitted to call on the services
of external experts and consultants to
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02 A Governance Framework;
03

A Delegation Framework for subcommittees and other persons
authorised to act on behalf of the
Fund;

04 A King IV Assessment Strategy; and
05 A trustee Declarations of Interest
Policy.

ONGOING BOARD
EVALUATION
In line with King IV, 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.

27 February 2020

n/a

28 February 2020

n/a

J van den Berg
Pensioner
Trustee

S Philander
Councillor
Trustee

W Meiring
Councillor
Trustee

A Board Charter on ethical and

01 effective leadership and operation;

J Lawack
Additional
Trustee

Various initiatives are in place to help the board constantly improve its performance and capabilities
and ensure it delivers on its responsibilities. The Trustee Training Policy, in particular, ensures that
the board constantly improves its competency levels. Attendance of trustee training during the
year under review was as follows:

J Jacobs
Additional
Trustee

Set and maintain the Fund’s strategic
direction
Establish Fund policies and ensure
adherence to them by all stakeholders
Ensure the suitability, alignment and
accountability of all management and
service providers
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 continues to focus on aligning its
mission, practices and protocols with those of
the King IV Report on Corporate Governance
for South Africa. The strong good governance
culture and robust governance framework
includes the following components:

ENHANCING BOARD COMPETENCY LEVELS

C Franken
Pensioner
Trustee

In addition to overseeing and managing the
day-to-day operations of the Fund, the board
is required to perform the following functions:

ENSURING ALIGNMENT
WITH KING IV

M van Zyl
Deputy
Chairperson
and Member
Trustee

THE ROLES AND
RESPONSIBILITIES OF THE
BOARD

support it in these functions. However, the
trustees always have ultimate responsibility
for all decisions and actions.

D Carstens
Chairperson
and Member
Trustee

All Board meetings and Audit Committee
meetings from May 2020 were held virtually
via Microsoft Teams. The Annual General
Meeting on 29 May 2020 was not a live event.
It consisted of pre-recorded presentations
that were made available to all stakeholders
via the Fund’s website.

ENSURING AN ETHICAL CULTURE
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 also
commit to:
• declaring any conflicts of interest;
• recusing themselves from decision making in the event of any such conflicts; and
• taking 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.

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.
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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 ensure they align to all benefit improvements and legislative
changes. Any such changes must be approved by the Financial Sector Conduct Authority (FSCA)
and are communicated to members.

As of 1 July 2020, the remaining provisions of the Protection of Personal Information Act (POPIA)
became effective. All funds now have one year in which to become compliant with this legislation.

The following revision to the Fund Rules was implemented in the year under review:
•

Fund Rule 4 was amended to provide for temporary relief measures for living annuitants as
allowed by National Treasury. The amendment allowed In-Fund Living Annuitants to select a
different drawdown rate for the period June to September 2020.

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
Compulsory annuitisation came into effect on 1 March 2021. This falls outside of the current
reporting period, but depending on the age of members on 1 March 2021, the regulation may
have an impact on them. In brief, affected members can expect the fund records and their benefit
statements to reflect a vested portion (fund value as at 1 March 2021 with future investment
growth on the 1 March 2021 value) and a non-vested portion (contributions and investment
growth from 1 March 2021 onwards). Members older than 55 on 1 March 2021, who retire
from this Fund, will not be subject to the annuitisation requirements applicable to the nonvested portion. Details of these potential impacts were provided in the February 2021 member
newsletter and a webinar presented in the last week of February 2021. The regulation will be
covered in more detail in the 2021 annual report.
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“

Intelligence is the
ability to adapt to
change.

”

Stephen Hawking
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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
Whatsapp 081 806 9959
support@laretirementfund.co.za
www.laretirementfund.co.za
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website

