Chairperson’s Address
AGM 2021
Dear members, pensioners, employers, colleagues and other stakeholders,
It is a privilege to once again be presenting this Fund report to you in my position as
Chairperson of the LA Retirement Fund, albeit not in person but virtually. Last year, my
address was pre-recorded and sent to you. This time around, you can both see and hear me
speak to you in real time.
The 2019/2020 financial year was like no other. As we entered 2020 with optimism, no one
could foresee the fear, panic and absolute chaos 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 economic devastation and the significant loss of life because of
the pandemic will continue to be felt by both South Africans and everyone around the world
for some time.
The Board acknowledges that the most concerning financial aspect of Covid-19 for most of
our members is the impact the global crisis has had on their retirement savings. Short-term
market volatility can be emotionally devastating for members because of the fear of how this
could impact their member share values.
It is for this reason that we focused most of our attention last year on communicating with and
educating our members. In addition to our quarterly investment newsletters, we issued two
Special Investment Updates – the first one during mid-March that reflected the market
conditions and the impact of Covid-19 at the time and the second one during early April that
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 Fitch rating agency 03 April 2020.
Whilst the equity market correction may not have been the worst in recent history, it was
certainly the fastest market correction ever experienced. The JSE All Share Index fell by some
26% over the first quarter of 2020. The Fund’s Risk Profiled Solutions were also unfortunately
materially affected by the significant and rapid equity drawdowns during this period. 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. Making “knee-jerk” changes to a
long-term investment strategy, without any clear evidence, could result in more harm than
good. Members were encouraged to stick to their long-term investment strategies and not
reduce exposure to growth portfolios at the time to avoid locking in their losses permanently.
Members were also encouraged during Q1 not to retire at that point and the various alternative
options were provided.

Thankfully, a pandemic such as Covid-19 is nothing new to investment markets. History shows
us that investment markets have recovered and in fact, move to new highs, and that is exactly
what happened during Q2 2020. After the significant losses in February and March 2020,
markets strongly rebounded in Q2 and the Fund’s Risk Profiled Solutions once again posted
strong results with positive returns over the past 12 months. Over the 3-year period,
performance exceeded inflation and therefore member shares did not lose any value in real
terms. When compared to the Fund’s peer group, the Fund’s Risk Profiled Solutions continued
to outperform the broader industry of retail retirement fund products. We continue to urge
members to consider the Fund’s “In-Fund Living Annuity” when they retire. Our low cost,
actively managed In-Fund Living annuity, created in 2016, has continued to see a large uptake
amongst retiring members whose investment in the Fund’s default lifestage portfolios has
enabled a seamless transfer to the In-Fund Living annuity on retirement. These retirees
therefore continue to benefit not only from the Fund’s low-cost structure they enjoyed whilst
an active member of the Fund but also from the Trustees long term, diversified investment
approach and principled philosophy to Fund governance.
Members are reminded that the Trustees follow a disciplined investment approach, and they
do not allow the Fund’s Risk Profiled Solutions to hinge on single macro-economic and
investment views. Instead, the Trustees value 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.
Mr Duncan Theron from GraySwan, the Fund’s asset consultants, will elabourate further on
the financial markets and specifically on the Fund’s investment performance over the period
under review.
The focus of the 2019/2020 report is “Helping to ensure your retirement goals stay within
reach.” This 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 pandemic and the
nation’s lockdown from 27 March 2020 tested all our ability in this regard.
The Board thanks all the Fund’s service providers for their ingenuity over the period. Verso
Financial Services, the Fund’s administrator, put plans and mitigation strategies in place
during Q1 to prevent the disruption of business continuity and practices due to the pandemic.
Verso took every precaution to ensure that their business continued to run smoothly and that
they continued to service all our members and pensioners remotely with as little disruption as
possible. The continuity of the member support services team, including their call centre staff,
was ensured. Whilst the walk-in facility was closed during lockdown levels 5 and 4, it reopened, subject to the adherence of stringent Covid-19 protocols, during lockdown level 3. In
addition to the normal call centre number and e-mail address, members were also provided
with the Fund’s new Whatsapp number during April 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 Principal Officer who were all
able to successfully work from home to ensure the effective and efficient running of the Fund.
The Board realised that technology has become a key enabler to enhancing members’
experiences and they decided that it should be used at every opportunity to engage, educate
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and support members. This digitisation and technological innovation were certainly
accelerated by Covid-19. 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 to
learn more about the benefits they enjoy as Fund members. A number of these were
scheduled last year, during and after the reporting period. They ranged from investment
updates to member education regarding benefits, retirement planning seminars and Skype
presentations to prospective members. Prospective members were also asked to access the
Fund’s online induction voice-over slide presentation in lieu of listening to face-to-face
induction presentations from the Fund’s Client Liaison Officer at their new places of work.
Online webinars have enabled the Fund to uphold the social distancing requirement and
ensure the dissemination of information to members timeously and cost effectively. We began
the online journey in 2020 and we aim to continue to provide member education and retirement
planning sessions online. Members can link into sessions of short duration from their homes
and 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 and make use of Microsoft (MS) Teams to hold Board meetings
every second month. Board meetings have been held very successfully in this manner since
April 2020. The Board agreed to enable Trustees to decide for themselves if they wish to
continue to link into meetings remotely via MS Teams or to attend meetings at the Fund’s
office. In addition, the Fund held its first electronic Annual General Meeting (AGM) in May
2020 by making a number of previously recorded presentations available to all stakeholders
to ensure the dissemination of information to our members and pensioners.
Cost curtailment remains a constant focus of the Trustees as the Fund’s total cost ultimately
impacts members’ retirement savings. The increased use of technology has resulted in
several cost savings for the Fund. From March 2020, the Board has not had to incur any
expenditure on travel to and from meetings and on accommodation costs. All member
communication, including the annual member statements, was issued electronically from
March 2020 as the nation’s lockdown prevented the Fund from printing anything and making
use of the SA Post Office. Not only has this meant that members have been able to receive
timeous communication, but the Fund has also saved all printing and postage costs.
We therefore continue to urge our members and pensioners to contact the Fund to provide
updated mobile numbers and e-mail addresses. This enables us to extend our reach to all
stakeholders. Electronic information is instant, cost-effective and secure (especially when
making member statements available which include sensitive personal information). These
statements will once again be made available in 2021 only via the Fund’s secure website and
Verso’s 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 and the trustees granted a
pension increase in line with the Pension Increase Policy without compromising on the overall
funding level of the pensioner portfolio. The pension increase target 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.
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SALGBC Pension Fund Restructuring Proposal
We confirmed in last year’s Annual Report that we would continue to keep a watchful eye over
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).
We informed members, pensioners and other stakeholders (most notably the employers) in a
special edition newsletter in October 2020 that the Fund had unofficially 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 as they sought to obtain a mandate from the employers to
sign the collective agreement. We also became aware that IMATU’s general secretary had
informed all IMATU regions that a mandate would be obtained from IMATU’s members during
the nation’s lockdown level one. It is our understanding that they are currently seeking to
obtain the necessary mandates from their members. All our concerns raised when previous
versions of the facilitator’s proposals were obtained by the Fund seem to have fallen on deaf
ears as the final proposal or collective agreement does not differ much from the earlier
versions. We have again supplied 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.
The above is of huge concern to the Board of Trustees 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. Implementation of this
proposed collective agreement will negatively impact members’ future retirement benefits.
The Fund’s special edition newsletter provided a list of concerns regarding SALGBC’s
proposal. These concerns simply increase with the promulgation of the Tax Laws Amendment
Act and the implementation of annuitisation with effect from 1 March 2021. This was explained
in the Fund’s 2nd special edition newsletter in March 2021.
The Fund issued a 3rd special communique in April 2021 to clarify some of 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.
We have noticed that the parties to the agreement as well as some municipal funds are only
focusing on the issue of “Freedom of Association” in their attempt to win over their members.
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.
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The Board of Trustees also confirmed that it would do everything in its power to protect
members’ Fund benefits. We asked for members’ help to ensure that their union does not
sign a collective agreement that is to the detriment of members as it has far reaching longterm consequences. We provided several ways in which members can assist the Fund in this
regard. Lastly, we confirmed that the Board was collaborating with 3 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 sign the collective agreement.
This has subsequently been obtained and the Fund is progressing to the next level of action.
Looking forward
I trust that our increased use of technology, necessitated by the pandemic and the nation’s
lockdown, has enhanced our communication efforts to date and that our members are being
empowered to take decisions that will ensure their retirement goals stay within their reach.
We aim to continue to walk this journey with our members as they transition from being active
members to In-Fund Living annuitants in retirement.
The Board of Trustees will continue to deliver on our commitment to our members, retirees
and pensioners through a dedicated focus on cost management and good governance. As
previously mentioned, we aim to continue to use technology to engage electronically with our
members to ensure timeous delivery of information in a secure way.
Condolences and gratitude
On behalf of the LA Retirement Fund Management Board, the Principal Officer and all the
Fund’s service providers, I would like to extend our 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.
I thank my fellow trustees for their ongoing commitment, professionalism and support and the
rest of the team (the professional service providers and Principal Officer) for helping us to
consistently deliver on our mission.

Danie Carstens
Chairperson
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