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it’s with great delight that i present the Annual report for 
the financial year ending 30 June 2011, which highlights 
the achievements of the Fund that performed soundly in 
yet another year of uncertain financial markets.  

on behalf of the Board, i am pleased to report that this 
year’s return in the Fund’s Growth portfolio (previously 
TDp) was 15.2%, and for the protection portfolio 
(previously Cpo) was 6.5%. Both outperformed their 
respective targets of Cpi +4% and SteFi over the financial 
year. The pensioner portfolio performed well and 
remained in surplus, despite ongoing market volatility. 
This ensured outstanding pension increases and ad-hoc 
bonus amounts. Furthermore, the Fund introduced two 
new portfolios in 2011. The moderate portfolio (previously 
the Flexible portfolio), which follows a more conservative 
investment strategy compared to the Growth portfolio, 
and the pensioner portfolio, which using separate 
assets, back the pensioner liabilities and follows a better 
matched investment strategy according to the term and 
nature associated with these liabilities. The Fund’s active 
members have been rewarded with continuous excellent 
bonus rates to date. 

it was an exceptional year, as the Board not only 
negotiated with service providers to improve existing 
benefits, but also managed to provide new benefits to 
our members. i am proud to say that we are now the only 
local government Fund that provides dread disease cover 
to its members. The Fund’s membership has grown by 
8.36% and we welcome all the newly elected councillors 
who joined the Fund after the local elections in may 2011.   

my thanks to my fellow Trustees and to the principal 
officer for their guidance and support in another 
challenging, but successful year. we also appreciate 
the level of commitment and services provided by our 
administration service provider, verSo, as well as SASH, 
our communication service provider and our team of 
investment advisors for their excellent service over the 
past year. 

it is my view that the future holds many long-term 
opportunities that will outweigh the current financial 
market challenges. Your Fund is well positioned to 
provide the protection and growth required to secure our 
members’ retirement investments.

once again, i would like to thank our members for the 
ongoing support and confidence they have entrusted in 
the Board of Trustees. 

Brian William Shepherd,  Chairman of the Board
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The year under review was one in which the retirement 
industry was subject to change.  The long awaited 
redrafting of regulation 28 was completed and will 
be implemented on 1 January 2012. reporting on 
investments will now be subject to more stringent 
requirements. The minister of Finance also announced 
the intention to cap the employer’s contribution to a 
fund and to end provident funds.  At the same time the 
minister in charge of local government was authorised by 
law to regulate pension matters in local government.

Your Fund must keep a watchful eye on all these 
developments and comment where our members may 
be detrimentally affected.  it is our intention to make 
representations on your behalf as soon as the Government 
publishes its proposals regarding the capping of tax free 
contributions and, in particular, the status of provident 
funds.

we have lost two of our employer representatives on the 
Board due to the municipal elections.  These vacancies 
will be filled at the 2012 Annual General meeting. The 
Fund’s new Audit Committee, in which the majority of the 
members are independent, has become fully operational 
and is fulfilling an important governance function. it will 
also comment on the Fund’s financials and audit report.

Trustee training is an objective of the Fund and Trustees 
are trained on an ongoing basis.  oversight over service 
providers is done through reporting in terms of service 
level agreements.  The Fund has determined that its 
investment advisors must be independent.  we are 
fortunate to have two advisors who are not attached to 
any asset managers and they are providing the Fund with 
independent objective investment advice in the interest 
of members.

i want to bring to members’ attention that in future we will 
refer to the member investment portfolios as the Growth 
portfolio, moderate portfolio  and protection portfolio 
instead of the complicated Trustee Default, Flexible and 
Capital protection option portfolios respectively.

returns and growth wise, your Fund is one of the leaders 
in the industry.

Adv. Jan  Koekemoer, Principal Officer

priNCipAL 
oFFiCer’S  
review

CommUNiCATioN 
in 2011, our top priority on the communication front 
was to ensure that all our stakeholders are well informed 
and educated about the Fund.  There were many new 
developments that we needed to introduce to members, 
including the new Dread Disease Cover, Family Assistance 
Benefit, the new risk category F and improved funeral 
cover that is extended to members older than 65.

our consultants travelled over 35 000 kilometres, meeting 
thousands of members. we engaged and informed 
our members of upcoming education sessions in their 
respective areas via SmS. This was a huge success as 
we had a 180% increase in attendance at our member 
education sessions for this financial year.  our call centre 
took a record number of calls this year, showing that 
member activity in the Fund is growing. After the local 
government elections held in may 2011, for the first time 
ever councillors were invited to join the Fund.  The Fund 
held over 40 workshops with councillors attending from 
far and wide.

we attended the SALGA, impSA, imASA and imFo 
conferences to represent the Cape retirement Fund on 
regional and national level within the local authority 
industry. The Fund was also invited to attend and present 
at wellness Days hosted by a number of municipalities in 
the greater western Cape area. 

The Fund’s website was redesigned to a user-friendly 
and informative portal which gives members, pensioners 
and human resources personnel access to any Fund 
related topic, from downloadable forms to the latest 
updated news on categories. All registered members now 

also enjoy online secure access to their personal fund 
information, including their benefit statements. 

please diarise the next important date in your calendar – 
the Annual General meeting. it will take place on Friday 
17 February 2012.

Pensioners
our pensioners received an updated newsletter with a 
new look to keep them well-informed in 2011. Again we 
would like to thank our pensioners who completed their 
Certificates of existence and sent it to the Fund before 
31 August, ensuring that the Fund continues to pay your 
monthly pension on time. 

remember that the official pay date is the 22nd of each 
month. Should the 22nd fall on a Saturday, you will be 
paid  on the preceding Friday, and should the 22nd be on 
a Sunday you can expect your pension in your account 
on the monday.
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The Fund’s Administration team had another active year 
with various administrative tasks in a Fund that services 
close to 33 000 active members and 784 pensioners. The 
year was filled with changes. Here are a few:

•  A legislative change was introduced to allow members to 
take a portion of their withdrawal benefit in cash prior to 
transferring the balance to a preservation fund.  This cash 
withdrawal is not considered to be the member’s once-
off withdrawal from their preservation fund and hence a 
further withdrawal is allowed.

•  The rules of the Fund were amended to make allowance 
for councillors to join the Fund.

•  The Fund’s upper age limit of 70 was removed for all 
members. 

•  momentum employee Benefits, the Fund’s insurer, 
introduced a Family Assistance Benefit to all members and 
their immediate families.  The benefit offers assistance 
with funeral arrangements, bereavement counselling 
and legal assistance and is offered at no cost to members.

ADmiNiSTrATor’S 
review

All registered retirement funds must perform an actuarial 
valuation at least once every three years.  The Fund does 
better by having a valuation every year.  This helps the 
Trustees to monitor key aspects of the Fund’s progress, 
such as funding levels, the impact of bonus rates and 
pension increases.  The actuarial valuation for the year 
ending 30 June 2011 indicated the Fund is in a sound 
financial condition.  

Investment Reserve
in past years, the Fund held an investment reserve to help 
smooth out bonus rates allocated to members’ Shares.  
The investment reserve has now been distributed to 
members’ Shares, which earn the actual underlying 
investment returns on the relevant portfolios.  The 
investment reserve is brought back to zero each month 
by allocating any small positive or negative balance to 
members’ Shares in the following month’s bonus rate. 

Bonus rates – Trustee Default Portfolio 
(Growth Portfolio)
The bonus rate for the year ending 30 June 2001 included 
a 10% allocation from the investment reserve. The bonus 
rate for the year ending 30 June 2006 included a 20% 
allocation from the investment reserve.  The impact of 
the economic crisis is evident in the years ending 30 June 
2008 and 2009.  The Fund performed well during the year 
ending 30 June 2011, returning a bonus rate of 15.2% p.a. 
on member’s Shares.

The cumulative bonus rate over the 15 year period ending 
30 June 2011 is 15.5% p.a.  This exceeds price inflation of 
6.1% p.a. over the same period by 9.4% p.a.  This means 
that a real rate of return of 9.4% p.a. was earned.  Your 
actual return would differ depending on when you joined 
the Fund and because your member’s Share grows with 
bonus rates and retirement contributions. 

Bonus rates – Capital Protection Option
(Protection Portfolio)
As expected, the bonus rates for the Cpo are more stable 
than the Trustee Default portfolio.  The cumulative bonus 
rate for the Cpo is 9.7% p.a. for the 46 month period 
ending 30 June 2011.  This exceeds price inflation of 6.9% 
p.a. over the same period by 2.8% p.a. This means that a 
real rate of return of 2.8% p.a. was earned. 
During 2008 and 2009, the Cpo provided excellent 
protection against the adverse investment conditions 
that was experienced. However, it is very difficult to 
time the market, and eligible members should select the 
portfolio that is most suitable for their circumstances.  

ACTUAriAL valuation
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Bonus rates - Trustee Default Portfolio
(Growth Portfolio)



The Cpo is not expected to give significantly higher bonus 
rates than call rates (interest on cash at the bank) in the 
long term.  There is a risk that members who have many 
years before retirement may lose out on inflation beating 
returns in the long run. while past returns are not always 
a good guide to the future, the historical returns of the 
Trustee Default portfolio compared to the Cpo certainly 
illustrate this point. For this reason it is important that 
members obtain professional financial advice before 
switching to a different portfolio.

Flexible (Moderate) Portfolio and Pensioner Portfolio
Two new portfolios were introduced in 2011. The Flexible 
(now called the moderate) portfolio aims to follow a less 
risky investment strategy relative to the Trustee Default 
(Growth) portfolio. The pensioner portfolio was established 
to separate the assets backing the pensioner liabilities and 
follows an investment strategy better matched to the term 
and nature associated with these liabilities.

Since there is no history on these portfolios to compare 
in the financial year to June 2011, i have excluded these 
portfolios from this comparison.

Pension increases
The Fund’s pension increase target is 100% of inflation.  
This means that the Trustees aim to grant future pension 
increases in line with price inflation as measured by the 
Consumer price index as at 30 June each year, provided 
that the Fund can continue to afford this.

Since 1997, the Trustees have awarded pension increases 
of 6.3% per year on average, compared to price inflation 
of 6.2% p.a.  This is extremely valuable to pensioners to 
ensure that the buying power of their pensions is not 
eroded over time due to the effect of price inflation.

Bonus pension amount
in addition, a special bonus pension amount of 100% of 
the monthly pension was paid to pensioners in February 
2011.  please note that this was an ad-hoc payment 
and the same level of bonus amount, if any, should not 
necessarily be expected to be repeated in future.

Conclusion
Active members have been rewarded with excellent 
bonus rates and pensioners have received outstanding 
pension increases and ad-hoc bonus amounts.  Despite 
continuing investment market volatility, the Fund is well 
placed to provide the protection and investment growth 
required to secure its members’ retirement benefits.

Sean Neethling, Fund Actuary

The Administration team has 21 full time employees 
whose core functions are the processing of claims, month-
ends, pensioner payroll, financial reporting and death 
claim investigations.

The Administration team is also responsible for the 
processing of home loan applications, investment switches, 
section 14 transfers between the Cape retirement Fund 
and other funds, individual transfers, transfer requests 
from members of other funds, tax reconciliations, member 
and employer queries, pensioner queries, financial 
intermediary queries, risk option changes, underwriting 
requirements and member data changes. The table below 
illustrates some of the workload volume that has been 
processed for the period 01/07/2010 – 30/06/2011: 

New entrants 4307

retirement claims 371

Death claims 156

Funeral claims 392

withdrawal claims 1163

Disability claims 45

Divorce claims 103

retrenchments 3

month ends per month 103

Death Claims

The Chairman of the Death Claims Committee, mr. A 
Johnson and his team provided the following statistics for 
the 01/07/2010 – 30/06/2011:

CATEGORY STATISTICS

Number of deaths for the period 156

percentage female deceased 
members

22.5 %

percentage male deceased members 77.5 %

Average age of deceased members 43.7 years

Total death claims presented at BoT 
meetings

99

percentage of deceased members 
who died of Natural causes

78 %

percentage of deceased members 
who died of Unnatural causes

22 %

Gross death benefit payments made 
(Late payment interest included)

R123,238,607.00

Less: Death reinsurance recoveries R87,801,771.60
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Bonus rates - Capital Protection Option 
(Protection Portfolio)

(10 months ending 
30 June 2008)

year ending 30 June
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During the year under review, the Fund’s total assets and 
reserves (which reflect the total of the members’ and 
pensioners’ interests), increased by r1 649 million, as 
opposed to an increase of r1 361 million the previous year.

The categories representing the majority of benefits paid 
during the financial year are:

2011 2010

Lump sum payments 
on retirement r261 164 875 r259 012 083

Number of members 371 336

2011 2010

Resignation benefits r225 507 590 r147 641 389

Number of members 1 163 754

The Fund’s administration costs increased from r28.5 
million to r35 million – an increase of r6.5 million, or 22.7% 
(membership grew from 29,789 to 32,353). The industry’s 
norm for administration costs is usually 1% of pensionable 
salaries. The CrF’s administration cost expressed as a 
percentage of pensionable salaries amounts to a mere 0.8%.

The annual financial statements were audited by external 
auditors, ernst & Young, and an unqualified audit report 
was issued. The audit report does not express an opinion 
on whether the affairs of the Fund are in order and are 
fairly presented in the annual financial statements. it only 
states that it is prepared in accordance with the basis of 
preparation applicable to retirement funds. However, this 
is the generally accepted wording to be used for annual 
financial statements of pension and retirement funds. 

The valuator (Actuary) expresses an opinion on whether 
the Fund is in a sound financial position. 

The Administrator of the Fund, verso Financial Services 
(pty.) Ltd. (vFS), being a company registered as an 
administrator in terms of Section 13B of the pension 
Funds Act, is subject to audit themselves. This makes the 
operations of the Fund subject to two audits – one for the 
Fund itself and the other for the Administrator, vFS.

1. Discharge of responsibilities
The Audit Committee reports that, during the financial 
year under review, it has complied with its responsibilities 
as contained in the Terms of reference, approved by the 

Board of Trustees. The Audit Committee also reports that 
it has regulated its affairs in compliance with this Charter.

in the conduct of its duties, the Audit Committee has, 
inter alia, reviewed the following:

a)  During the year, the Audit Committee reviewed 
a representation by the external auditor and, 
after conducting its own review, confirmed the 
independence of the auditor.

b)  The Audit Committee has addressed itself to the 
financial statements of the Fund for the period under 
review:

     •  The Audit Committee has evaluated the annual 
financial statements of the Fund for the year ended 
30 June 2011 and, based on the information provided, 
the Audit Committee considers that they comply, in all 
material respects, with the Fund’s stated accounting 
policies and the rules of the Fund.

      •  The Audit Committee has recommended that the Board 
of Trustees adopt the annual financial statements.

c)  The Committee is of the opinion that, based on 
the information and explanations given by the 
management of the administration company and 
the internal Auditors, as well as discussions with 
the independent external auditors on the result of 
their audit, that the internal accounting controls are 
adequate to ensure that the financial records may be 
relied upon for preparing the financial statements, and 
accountability for assets and liabilities is maintained.

FiNANCiAL overview

AUDiTor’S 
report
By Lodi Venter, Chairman 
of Audit Committee
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d)  Nothing significant has come to the attention of 
the Audit Committee to indicate that any material 
breakdown in the functioning of these controls, 
procedures and systems has occurred during the 
period under review.

e)  The Board of Trustees is in the process of implementing 
a risk management policy. The Audit Committee has 
a monitoring and oversight role with regards to the 
implementation and impact of the risk management 
policy.

2. Significant matters
The following significant decisions were taken during 
the year:
• implementation of the Audit Charter Terms of reference
• Starting the risk management policy process

•  Appointment of independent Audit Committee 
members – K moloko and m Grobler

•  Audited financial statements and management letter of 
the auditors as at 30 June 2011

• Set criteria for the appointment of auditors
•  recommending the appointment of ernst & Young as 

the new auditors from 30 June 2011
•  Checking of internal controls and iT infrastructure of the 

administrator.



Adjudicator complaints
The Fund has seen a reduction in the number of 
complaints that have been submitted to the pension 
Funds Adjudicator.  This is good news as the majority 
of the previous complaints were of a frivolous nature, 
where members were merely querying the amount of 
the withdrawal benefit paid to them or the tax that was 
previously payable on divorce awards.  The Adjudicator 
cannot rule against the Fund in instances where the Fund 
has adhered to the Fund rules and the relevant legislation 
applicable to retirement funds.

Office of the Pension Funds Adjudicator
with effect from 1 April 2010, mr. Charles pillai, the 
previous FAiS ombudsman, was appointed to take over 
as the pension Funds Adjudicator.  mr. pillai sadly passed 
away in November 2010 and Dr. elmarie de la rey was 
again called upon to fill the position of acting pension 
Funds Adjudicator.  To date, the position has not been 
filled and she continues to act as the pension Funds 
Adjudicator.  

The feedback from the Adjudicator’s office is that much 
has been done to address the previous backlog and this is 
evident from the Fund’s statistics.  presently, the Fund has 
8 outstanding determinations, whereas this figure stood 
at 19 in 2010.

Funeral Benefits
The claims experience has remained stable, and Sanlam 
has therefore retained the current premium per member 

per month as at the renewal date of 1 July 2011.  The 
insurer has also increased the cover for in-service 
contributing members from age 65 to age 75 years.  

when members leave the Fund due to death in service 
or in respect of disability, they/their family retain funeral 
benefit cover until the member reaches/would have 
reached age 65 years.  No further premium is payable for 
this cover from the date that the member leaves the Fund 
for one of the abovementioned reasons.

Repatriation Benefit 
This benefit will take care of transporting the mortal 
remains of the deceased to the place of burial within the 
borders of South Africa.

Legislative issues: Taxation of contributions
in the 2011 Budget review, the minister of Finance made 
announcements regarding the taxation of the employer 
portion of retirement fund contributions as a fringe 
benefit and the resultant capping of tax-free contributions 
by members, as well as the compulsory purchase of 
an annuity on 2/3rds of a member’s retirement benefit 
payable by a provident fund.

The Taxation Laws Amendment Bill did not mention 
these changes. National Treasury has advised that, given 
the need for further consultation, these issues will be 
addressed in documents for public comment first.  There 
has been no further development in this regard.  The Fund 
will keep members informed of the implication of any tax 
changes which may be implemented in the future. 

members who intend leaving the Fund are encouraged 
to obtain financial advice from an authorised financial 
planner before making any decision to take either a cash 
withdrawal benefit or to invest the benefit.  members are 
encouraged to preserve their retirement savings for their 
old age.

Risk Benefit 
Category

Premium                                           
(% of pensionable salary) Death Benefit Lump Sum Disability 

Benefit Dread disease cover

A 3% 4.1 x  ApS 4.1 x ApS 0.75 x ApS

B 5% 6.9 x ApS 4.4 x ApS 0.75 x ApS

C 2% 4.4 x ApS Nil x ApS 0.75 x ApS

D Nil Nil Nil Nil

E 3.25% 4.0 x ApS monthly income 
Disability Benefit 0.75 x ApS

F 3 4.0 x ApS Nil Nil

Insured Risk Benefits
The lump sum death and disability benefits are reinsured with momentum.  members will recall that, due to a recent 
merger, metropolitan is now known as momentum. The favourable claims experience has made it possible for 
momentum to retain the existing benefit structure and underlying rates.  

in addition, with effect from 1 July 2011, a dread disease benefit was implemented, which covers members in the event 
of blindness, cancer, coronary artery surgery, heart attack, major organ transplant, paralysis, renal failure and stroke.  
This benefit excludes pre-existing conditions and the Fund should be consulted for further information in this regard.

with effect from 1 September 2011 a new category F was implemented, which provides lump sum death benefit cover 
for members who elect to join this category and who are between 65 and 75 years of age.

A summary of the current risk benefit structure is as follows:

LeGAL AND 
TeCHNiCAL analysis

8 | Annual Report 2011   



Rule 
Amendment 
Number

Details of Rule Amendment Effective Date
Date 
Registered 
by Registrar

1 Allows members to transfer to the Cpo from age 50 years. 1 march 2009 20 April 2010

2
The name of the Fund was changed to “Cape retirement Fund for Local 
Government”.

1 July 2009 16 July 2010

3
Amendment of the transfer rule to cater for inter-fund transfers, in line 
with the Adjudicator determination in the “Fourie” matter.

1 Sept 2008 30 Nov 2010

4
Allows for the Fund to appoint up to 2 independent trustees to the 
Board, in line with the provisions of the FSB Circular pF130 regarding 
Good Governance practices and procedures.

1 Sept 2009 14 Dec 2010

5 inclusion of the new Category e benefit. 1 oct 2009 14 Dec 2010

6 inclusion of provisions of new legislation relating to unclaimed benefits. 30 Jun 2009 pending

7
inclusion of the preservation pension Account, which facilitates 
members who belonged to a “pension fund” to transfer into the Fund. 

1 Sept 2009 pending

8 rules amended to allow 3 Cpo switches per annum. 1 Jan 2010 13 Jan 2011

9 rules amended to allow Councillors to join the Fund. 1 July 2010 13 Jan 2011

10 extension of Trustee term of office from 4 years to 5 years. 1 Sept 2010 pending

11 Addition of the CrF Flexible portfolio for members over age 50. 1 may  2011 pending

12
maximum age of 70 years removed from late retirement rule; provision 
made for late payment interest to be paid from date of exit rather than 
after 60 days.

1 may 2011 26 July 2011

13
Addition of category F, which allows death benefit option to members 
65 to 75 years and inclusion of dread disease benefit.

1 Sept 2011 &     
1 July 2011

pending

Rule Amendments  
Below is a summary of the rule amendments which have been effected since the consolidation of the rules in 2009.

iNveSTmeNT review
The 12 month period ending June 2011 was characterised 
by positive performances in both local and offshore 
investment markets.

Local equities, as measured by the FTSe JSe All Share 
index (ALSi), returned 24.6%, while local bonds, as 
measured by the All Bond index, returned 11.3%. Local 
cash underperformed bonds, as the Short Term Fixed 
interest (STeFi) returned 6.2%. 

The rand depreciated against the US Dollar by 11.8% over 
the 12 month period. in rand terms, international equities 
as measured by the mSCi world equity index (mSCi world) 
returned 15.1%. 

For local equities, the financial year under review was one 
of two halves. over the first 6 months, the ALSi returned 

24.0% in comparison to the second half when the ALSi 
returned only 0.5%. international equities returned 
24.0% in US dollar terms during the first 6 months of 
the financial year, which was in line with the ALSi return. 
However, this only translated into a 7% return in rand 
terms, as the rand strengthened by 13.7% against the US 
dollar over the first six months. During the second half of 
the financial year, international equities returned 5.3% in 
US dollar terms or 7.5% in rand terms. 

Headline inflation increased over the financial year, 
reaching 5.0% year on year at the end of June 2011. This 
is within the 3% to 6% band, which is the target of the 
monetary policy Committee of the reserve Bank. 

continue on next page
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Statistics
The CrF statistics in respect of Adjudicator complaints is as follows:
Total complaints received:                77  
Determinations in favour of the Fund:               69  
Complaints awaiting finalisation by the Adjudicator:              8



Fund Performance
The table below provides a look at the performance 
of the TDip (now called the Growth portfolio), the Cpo  
(protection portfolio) and the pensioner portfolio (pp) for 
the period ending June 2011, relative to their performance 

targets. Generally, one would expect to receive greater 
returns if one takes on greater risk. Therefore, we would 
expect the TDip to outperform the Cpo over the longer 
term, as the TDip is more risky than the Cpo. This is because 
the Cpo is invested in less risky asset classes, such as cash 
and bonds, while the TDip is invested in more risky asset 
classes, such as equities. 
The TDip has outperformed the Cpo over the two years 
ended 30 June 2011 as equities recovered after the crisis 
in 2008. over the 12 month period ending 30 June 2011, 
the TDip returned 15.2%, in comparison to the Cpo’s return 
of 6.6%. 
The Cpo and TDip have continued to outperform their 
respective targets of STeFi and Cpi + 4% p.a. over the 
longer term. However, we caution that returns are likely to 
be lower going forward in a more volatile and uncertain 
environment. we do not expect similar levels of returns or 
similar levels of outperformance in the future.  

Pensioner Portfolio (PP)
The pensioner assets were disinvested from the TDip and 
a separate “pensioner portfolio” was established in march 
2011.  

 The pensioner portfolio has performed well during the year 
to date and has remained in surplus despite the ongoing 
market volatility. while many other retirement funds are in 
deficit, the Cape retirement Fund for Local Government 
declared yet another ad-hoc bonus to pensioners this year.  

The pensioner assets were switched into money market 
instruments just after a rise in equity markets in December 
2010 and just before a fall in the equity markets in January 
2011. The investment strategy of the pp is unique and will 
lead to more stable funding levels, better risk management 
and hopefully more robust returns over time. 

Performance of the selected investment managers
The table below provides the weighting of the investment 
managers in the TDip at the end of June 2011, together with 
their respective 6-month and 12-month rand returns. The 
returns are net of fees and supplied by the administrator 
of the Fund.

All of the local investment managers achieved positive 
performances over the 12-month period. The local equity 
managers outperformed the fixed interest and cash 
managers, with marathon being the best performing 
offshore investment manager over the 12-month period. 

iNveSTmeNT review                  continue from previous page

3 mnths 6 mnths 1 yr 2 yrs

TDIP 0.82% 1.75% 15.2% 15.97%

Target: 
Cpi + 4% 
p.a.

2.21% 5.68% 9.22% 8.8%

Active 
return  

–1.39% –3.93% 6.41% 7.17%

CPO 1.68% 3.05% 6.56% 6.91%

Target: 
STeFi

1.4% 2.83% 6.19% 6.87%

Active 
return

0.28% 0.22% 0.37% 0.04%

PP 2.79%

Target: 
Cpi p.a.

1.21%

Active 
return

1.58%

TDIP - Local Mandates

Absolute Performance

Local Flexible Income 
Mandates

% Allocation 6 mths 12 mths

Local FFI Composite 21.15% 3.68% 13.21%

Benchmark - CRF 
Flexible Fixed 
Income

- 3.11% 11.77%

Coronation AFFi 10.84% 4.33% 14.22%

Stanlib FFi 10.31% 3.00% 12.19%

Local Cash Mandate % Allocation 6 mths 12 mths

Benchmark - STeFi - 2.83% 6.19%

Sim money market 3.29% 3.07% 6.62%

TDIP - Local Mandates

Absolute Performance

Local Equity Mandates % Allocation 6 mths 12 mths

Local Equity Com-
posite

56.65% -0.08% 20.53%

Benchmark - SWIX - 0.62% 24.39%

Allan Gray equity 18.87% 0.72% 17.00%

investec Alpha equity 12.99% 0.16% 21.83%

investec Active 
Quant’s

5.73% -0.04% 21.91%

Coronation Agressive 
equity

8.56% 1.65% -

Sim Unconstrained 
equity

8.35% -0.45% -

Kagiso managed 
equity

2.15% - -
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prescient’s enhanced Active Quant equity mandate was 
terminated, while three new equity managers were 
appointed over the financial year: Coronation, Sim and 
Kagiso. Kagiso was only added in June 2011, so no returns 
have been included in the table above. All three mandates 
are unconstrained, which gives the manager full flexibility 
to outperform the SwiX benchmark. 

The decision to reduce prescient’s enhanced Active Quant 
equity mandate just before a period of underperformance, 
in favour of outperforming investment managers 
Coronation Aggressive and Sim Unconstrained equity, 
added more than r40 million to the bottom line of the 
Fund. 

with international investments, marathon has provided the 
Fund with excellent performance since their appointment 
in November 2009. They have returned 35.7% in US dollar 
terms and 17.3% in rand terms over the 12 months ended 
June 2011. The Fund was proactive in making additional 
allocations to marathon prior to the closing of their Fund, 
which added value. 

The orbis mandate was switched into a pure equity 
mandate in early 2011. while orbis has recently given up 
some relative performance due to unanticipated events in 
Japan, the combination of orbis and marathon has added 
value from a risk and diversification perspective. This is 
because orbis tends to outperform when marathon tends 
to underperform, if their monthly returns are considered. 
This approach leads to more consistent alpha and returns 
over time.

pimCo is an offshore asset manager that coined the phrase 
the “New Normal”, which is an attempt to describe the 
likely economic and market environment after the Global 
Financial Crisis. if the characteristics of the New Normal 
pan out, the Fund should be well-positioned. The pimCo 
mandate should also provide relative protection against 
extreme downside risks and against the growing risks 
developing in global financial markets. 

Long-term value
each year we describe how the Trustees, principal officer 
and investment Advisors added long-term value for 
members of the Fund. 

The year ended June 2011 was a year of many positive 
changes for the Fund. A unique and industry-leading 
governance structure was put in place for the investment 
advisors. Two independent investment advisors were 
appointed to provide complementary and objective 
views, which not only improved the quality of investment 
decisions in an environment of uncertainty, but also 
yielded additional risk and return benefits for the Fund.

A gross profit of just over r11.8 million was made on tactical 
asset allocation calls over the financial year. The Trustees, 
principal officer and investment Advisors exercised sound 
judgement in achieving this amidst high market volatility. 
Note that this short-term profit of r11.8 million will have 
a long-term impact due to the compounding effect. if 
this amount grows by a modest 5% over 40 years, then 
the r11.8 million will grow to a nominal r83.1 million, 
which may be the difference between particular members 
retiring in poverty versus retiring in comfort.  

The cost control policy implemented two years ago 
has added significant value. After the approximate net 
saving of r120,000 in the 2009 financial year and r7,1 
million in 2010 financial year, the collective efforts of the 
principal officer and investment Advisors yielded ad-hoc 
fees savings of approximately r2,8 million in the 2011 
financial year. in addition, ongoing fee savings have been 
negotiated, which total approximately r1.5 million per 
annum.  

once regulation 28 securities lending guidelines have 
been released, the Fund will implement a new securities 
lending policy. it is expected that income from securities 
lending may exceed r4.2 million per annum, which has 
direct benefits for the members of the Fund. The expected 
fee income from scrip lending is high relative to other 
similar sized retirement funds, giving the Fund an edge 
over its peers.  

TDIP - Offshore Mandates (ZAR)

Absolute Performance

Offshore Mandates %  Allocation 6 mths 12 mths

Offshore 
Composite

18.91% 5.52% 3.53%

Benchmark - CRF 
Offshore SAA

- 6.21% 5.43%

marathon Global 
equity Fund

7.61% 7.89% 17.33%

orbis Global equity 
Fund

3.64% 4.24% -0.06%

investec GDG Bal-
anced Fund

4.90% 3.85% -4.34%

pimCo multi-Asset 
Fund

2.75% - -

1Annual Report 2011   | 11



FUNDS AND LIABILITIES

Members’ funds and surplus account 9,303,158,794 7,750,863,112 

members’ individual accounts 9,303,158,794 7,750,863,112 

Total Reserves 566,129,370 469,572,541

reserves 566,129,370 469,572,541

Total funds and reserves 9,869,288,164  8,220,435,652

Non-current  
liabilities

307,005 1,901,129

Unclaimed benefits 307,005 1,901,129  

Current liabilities 255,691,552 273,573,925

Benefits payable 239,257,670 164,415,126 

Accounts payable 16,433,882 109,158,799

Total funds and liabilties 10,125,286,721 8,495,910,706

30 June 2011 30 June 2010

R R

ASSETS

Non-current assets 9,994,089,760 8,312,284,274 

investments (including investment properties) 9,994,089,760 8,312,284,274

Current assets 131,196,961 183,626,432

Accounts receivable 19,549,180 45,834,231 

Contributions receivable 49,546,997 40,115,679 

Cash at bank 62,100,783 97,676,522 

Total Assets 10,125,286,721 8,495,910,706
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