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Cape Retirement fund 
for Local Government
Registration Number: 12/8/32689/2
PO Box 4300, Tyger Valley, 7536.    
Tel: 021 943 5306
Fax: 021 917 4115
Email: support@caperf.co.za

indemnity statement:
The Cape Retirement fund for 
Local Government does not accept 
liability for any loss, damage or 
expense that may be incurred as 
a direct result or consequence 
of reliance upon the information 
in this document. If there is any 
conflict between the information in 
this document and the actual Rules 
of the Fund, the actual Rules of the 
Fund will prevail.

It is a privilege to be able to report back to you on a Fund that continues to be a leader in 
the Local Government Industry.

During the year under review; (1 July 2011 to 30 June 2012), the Fund’s assets grew to more 
than R11.6 billion and the Fund membership has increased to close to 35 000 members - 
members who continue to receive the most competitive investment returns and benefits 
provided by a Local Government Fund.

I am also delighted to report that despite the fact that the volatile and uncertain 
investment landscape continues, the Fund’s investments managed to provide sound 
investment returns once again. 

The Fund’s Growth Portfolio delivered returns of 11.6%, the Moderate Portfolio 9.2% and 
the Protection Portfolio 7.3% per annum for the period ending 30 June 2012. The Pensioner 
Portfolio managed to deliver a return of 11.2% which allowed for a full inflationary increase 
effective 1 March 2013. 

The Trustees also had their work cut out for them. They ensured that critical issues such 
as Regulation 28 and risk management were made a priority and they are continuously 
looking at ways of broadening our current investment horizons, as well as investigating 
possible overseas investment opportunities.

I would like to extend my sincere appreciation to the Board of Trustees and the Principal 
Officer, whose support I can always rely on. To our dedicated team of service providers; 
our communication service provider; our administration team and our team of investment 
advisors- thank you for your excellent service over the past year. 

James Cash Penney once said that “Growth is never by mere chance; it is the result of 
forces working together”, and I believe that, with the ongoing support and guidance from 
my fellow Trustees, Principal Officer, our service providers and the trust that our members 
have placed in us, we will continue to spearhead the retirement Fund industry in Local 
Government. 

Brian William Shepherd  
Chairman of the Board
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mEET ThE BOaRd

During the financial year under review, your Fund grew to take its place amongst the 

largest funds in the country with regard to number of members and assets under 

management. 

Due to the municipal elections, the Fund lost two employer trustees, Cllr. Mkebe and 

Cllr. Snyders. Mr Ludik resigned as member trustee due to his retirement. Three new 

trustees were elected at the AGM – Cllr. Steyn, Cllr. Gqabi and Mr Van der Merwe. 

Sadly, Cllr. Johnson, an employer trustee, passed away in May 2012. 

Induction training was done with the new trustees and the annual two-day scheduled 

training for trustees continues. Your Fund’s trustees have an excellent attendance 

record for Board and sub-committee meetings.

The implementation of Regulation 28, which regulates investments of the Fund, was 

postponed until 1 July 2012, with reporting in terms of the Regulation only now due at 

the end of 2012. Papers dealing with  in the retirement industry that was publicised by 

the National Treasury for comment have dominated meetings in the industry.

Due to the fast-changing investment world, the Fund decided to visit China and 

India to determine the investment opportunities in these countries first hand. This 

is the first time in more than 10 years that your Fund has undertaken an overseas 

investigation. Valuable insights were obtained in these countries which are dominating 

the investment world at present.

Due to the diligence of the Board, your Fund has again achieved excellent returns and 

provided services to members in an exemplary manner. It is hoped that real freedom 

of association regarding Fund membership will be resolved within the next year or 

two – it is an issue that this Fund has  long advocated for.

Adv. Jan  Koekemoer
Principal Officer

Annette Cawood
Member Trustee NC

Willem van Gass
Member Trustee WC

Kobus Steyn
Councillor Trustee NC

Hentie van der Merwe
Member Trustee NC

Johan Beukman
Member Trustee EC

Abe Johnson 
Councillor Trustee WC

23 April 1950 - 17 May 2012

Andile Gqabi
Councillor Trustee EC

André Smith
Member Trustee WC

Brian Shepherd
Chairman

Eddie Scott
Member Trustee WC

Soyisile Mokweni
Deputy Chairman

Ian Iversen
Councillor Trustee WC
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The year 2012 proved to be another busy year on the communication front for the 
Cape Retirement Fund. Our consultants travelled over 50 000 kilometres, meeting 
thousands of members to ensure that you are well informed and equipped to make 
provision for the unexpected. This year’s workshops were all about understanding 
risk. We looked at ways that members can save money, plan for their future, deal with 
the risks they could be faced with on their road to retirement as well as the impact 
such unexpected events could have on their retirement savings.

During April and May, the Fund conducted workshops on the investment options 
available to our members that are 50 years and older. This year, almost 1 000 members 
attended these workshops, making them the best-attended workshops to date.

The Fund was once again invited to attend Wellness-Days, hosted by a number of 
municipalities associated with the Cape Retirement Fund. The Wellness Days provide 
an ideal platform for members to interact with consultants from the Fund, who 
can assist with any Fund-related queries. We also attended the IMFO and IMPSA 
conferences to represent the Cape Retirement Fund on a regional and national level 
within the Local Government Industry. 

We have launched our Go-Green Campaign, providing members with the option to 
view their benefit statements online. Thank you to the more than 1 000 members who 
responded. In doing so, you have helped us to start cutting down on printing costs. 
We would like to encourage you to register for secure access which enables you to 
access your personal information online and also allow you to update your contact 
details electronically. Remember that we can email you your member newsletter, 
which means that you will get your information before anyone else does.

If you experience any difficulty with the registration process, you can contact our call 
centre on 021 943 5306. The call centre received more than 31 000 calls over the last 
financial year and is there to assist you with any Fund-related queries. 

Pensioners

As per the actuarial valuation report, the pensioners’ portfolio performed well over 
the last financial year with a return of 11.2%.  From 1 March 2013, our pensioners will 
receive an increase of 5.5%, which is in line with the Fund’s pension increase target.

Zsofi Fouché
Communications Consultant

COmmUniCaTiOn
UPdaTE

adminisTRaTOR’s
REViEw
The Fund’s Administration team were kept busy during the year, performing various 
administrative tasks for a growing Fund that services close to 35 000 active members 
and just under 800 pensioners. The year was filled with changes. A few of these 
changes were:

• Introduction of the Moderate Portfolio. This Portfolio was introduced to allow  
 members from age 50 years to invest their member share, or a part thereof, in a 
 more conservative portfolio, (other than the existing Protection Portfolio), to 
 protect their retirement benefits from sudden and drastic market volatility as they  
 approach retirement.
• Introduction of a Dread Disease benefit to Risk categories A, B, C and E.
•  Introduction of Risk category F, which allows active members to continue life  
 cover (death benefits) to age 75.
• Funeral cover was extended to age 75.

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

They are 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 01/07/2011 – 30/06/2012:  

new entrants 3488

Retirement claims 424

death claims 160

funeral claims 342

withdrawal claims 1380

disability claims 40

Divorce claims 296

Retrenchments 0

month ends per month 102

Late payments of contributions

Local Authorities have to pay member contributions over to the Fund before the 7th of 
each month. During the Financial year, only Gariep Municipality’s member contributions 
were outstanding and they were handed over to the attorneys on the 30th of April 2012.
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aUdiTOR COmmiTTEE’s REPORT

finanCiaL OVERViEw

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 has 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 2012 and based on the information that  
 was provided, the Audit Committee considers that  
 it complies, in all material respects, with the Fund’s  
 stated accounting policies and the rules of the Fund.
• The Audit Committee has recommended the adoption  
 of the annual financial statements to the Board of  
 Trustees.

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 audits,  
 that the internal accounting controls are adequate  
 and may be relied upon for preparing the financial 
 statements, and accountability for assets and liabilities
 is maintained.
d) Nothing significant has come to the attention of the  
 audit Committee to indicate that any material  
 procedures and systems breaches have occurrred 
 during the period under review.
e) The Board of Trustees is in the process of imple- 
 menting a risk management policy and matrix. The  
 Audit Committee has a monitoring and oversight 
 role with regards to the implementation and impact 
 of this policy.

Significant matters

The following significant decisions were made during the 
year:

• Monitoring of the Audit Charter Terms of Reference
• Continued with risk management policy process and 
 busy implementing a risk matrix
• Replacing of the two Trustees on the Audit  
 Committee – new members are A Smith and H van  
 der merwe
• Audited financial statements and management letter of  
 the auditors as at 30 June 2012
• Set criteria for the reviewing of the performance of the  
 auditors
• Re-appointment of Ernst & Young as the auditors from  
 30 June 2012
• Checking of internal controls and IT infrastructure of  
 the administrator
• Monitoring issues raised by the auditors in terms of  
 the new Regulation 28

Lodi Venter
Chairman: Audit committee

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 479 million, as opposed to an increase of R1 649 million the previous year.

By doing a rough calculation of dividing the positive investment income of R1 100 million by the accumulated funds of R9 869 billion at 
the beginning of the year, it shows that the Fund had an overall positive return of 11.14%. The JSE All Share Index was 33708 at 30 June 
2012 as opposed to 31 865 the previous year. That amounts to a positive return of 5.78% on investment if you were fully invested in shares. 
Our Fund is a balanced fund which spreads the risk and affords the members some protection during adverse markets. Therefore, the 
Fund was able to give a higher positive return at much lower risk levels for the year ended 30 June 2012. The categories representing the 
majority of benefits paid during the financial year are;

2012 2011

Lump sum payments on retirement R333 737 999 R261 164 875

number of members 424 340

Resignation benefits R316 254 471 R225 507 590    

number of members 1380 1 081

The Fund’s administration costs increased from R35 million to R39.8 million – an increase of R5 million, or 13.71% (membership grew 
from 32 353 to 33 902). 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%.

A signed copy of the Auditor’s Report is available on the website www.caperf.co.za.
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aCTUaRiaL REViEw
The Fund carries out an actuarial valuation every 
year. Every three years, the valuation must be sub- 
mitted to the Financial Services Board. This valuation 
is called a statutory actuarial valuation. The Financial 
Services Board looks at the valuation report to see if 
the Fund is in a sound financial condition. The Fund’s 
financial condition is measured by the funding level 
and the funding level is determined by dividing the 
value of the assets by the value of the liabilities.

The Fund is structured into a Share Account for active 
members and a Pensions Account for pensioners. The 
funding level of the Share Account should always be close 
to 100%, because the actual investment returns are allo-
cated to Members’ Shares. This account is 99.9% funded.

The funding level of the Pensions Account varies, depend-
ing on investment returns, pensioner longevity, pension 
increases and the method and assumptions used to de-
termine the value of the pensioner liability. This account 
is 108% funded.

Returns allocated - Growth Portfolio

The returns allocated to your annual member’s share were 
as follows: 

The bonus rate for the year ending 30 June 2001 included 
a 10% distribution of the Investment Reserve. The bonus 
rate for the year ending 30 June 2006 included a 20% distri-
bution of the Investment Reserve. The impact of the eco-
nomic crisis is evident in the years ending 30 June 2008 and 
2009. The Fund performed well during the year ending 30 
June 2012 and allocated a return of 11.6% p.a. on members’ 
shares.

The cumulative return allocated over the 16 year period 
ending 30 June 2012 is 14.3% p.a. This exceeds price inflation 
of 6.0% p.a. over the same period by 8.3% p.a. This means 
that a real rate of return of 8.3% p.a. was earned. Your ac-
tual return would differ depending on when you joined 
the fund and because your member’s share grows with 
returns and retirement contributions. 

Returns allocated – Protection Portfolio

as expected the returns for the Protection Portfolio are 
more stable than the Growth Portfolio. The cumulative re-
turns allocated for the Protection Portfolio is 8.8% p.a. for 
the 4 year and 10 month period ending 30 June 2012. This 
exceeds price inflation of 6.6% p.a. over the same period by 
2.2% p.a. This means that a real rate of return of 2.2% p.a. 
was earned.

Moderate Portfolio

The Moderate Portfolios was introduced in 2011. The Mod-

erate Portfolio follows a less aggressive investment strat-
egy relative to the Growth Portfolio. 

A return of 9.2% p.a. was allocated to the Moderate Port-
folio for the year ending 30 June 2012. This exceeded price 
inflation of 5.5% p.a. over the same period by 3.7% p.a.

Pensioner Portfolio

The Pensions account was established to separate 
the assets backing the pensioner liabilities and fol-
lows an investment strategy better matched to the 
term and nature associated with these liabilities. The 
success of this portfolio should be measured by how 
closely it tracks the market value of the pensioner 
liabilities. 

A return of 11.2% was earned in the Pensioner Portfolio for 
the year ending 30 June 2012. This is a healthy return, but 
reflects that the market value of the pensioner liabilities 
has also increased due to the continued fall in real invest-
ment yields. 

Pension increases

The Fund’s pension increase target is 100% of price in-
flation. The Trustees aim to grant pension increases 
in line with price inflation as measured by the Consu-
mer Price Index, provided that the Fund can continue 

to afford this. The Fund’s investment returns were 
sufficient to afford a pension increase in line with the tar-
get of 100% of price inflation to June 2012. 

Since 1997, the Trustees have awarded pension increases 
of 6.2% a year on average, compared to price inflation of 
6.1% p.a. over this period. This is extremely valuable to pen-
sioners 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 December 2011. 
Please note that this was an ad-hoc payment and the same 
level of bonus amount, if any, should not necessarily be ex-
pected to be repeated in future.

Conclusion

The Fund has consistently delivered excellent investment 
returns to its members while providing protection mecha-
nisms for members with lower risk tolerance. This balance 
has been an important element of the Fund’s success.

Sean Neethling
Fund Actuary
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inVEsTmEnT REViEw
Economic and Market Overview 

The best performing local asset class over the period was listed property, returning 26.32% 
over the financial year ended June 2012. Nominal bonds, as measured by the All Bond In-
dex, also produced strong results of 14.59%. Local equity, as measured by the SWIX Index, 
returned 13.31% and local cash returned 5.67%, which was slightly above inflation at 5.29%.

In terms of offshore assets, global bonds, as measured by the Barclays Global Aggregate 
Bond Index, were the best performer with a return of 2.73% in US dollar terms. Due to Rand 
depreciation of 20.39% over this period, this return increased to 23.12% in Rand terms. The 
worst off-shore asset class was offshore equity, as measured by the MSCI World Index, 
returning –4.98% in US Dollar terms or 14.40% in Rand terms. However, offshore equity 
actually outperformed local equity by approximately 1% for the period when measured in 
Rands.

Fund Performance

The table below provides the performance of the Growth Portfolio (GP), Moderate Portfo-
lio (MP), Protection Portfolio (ProP) and Pensioner Portfolio (PenP) over the financial year 
ended June 2012. Longer term track records are included where applicable. 

All of the risk profiled portfolios outperformed their respective targets over the June 2012 
financial year. The longer term track records of the GP and ProP remained above their 
respective targets. 

1 Year 2 Years 3 Years

Growth Portfolio (GP) 11.60% 13.34% 14.32%

Target: CPI+4% p.a. 9.51% 9.36% 9.03%

Difference (portfolio less target return)  2.07% 3.98% 5.29%

Protection Portfolio (ProP) 7.36% 6.96% 7.06%

Target: sTefi 5.68% 5.94% 6.47%

Difference 1.68% 1.02% 0.59%

Moderate Portfolio (MP) 9.27% - -

Target: CPI+3% p.a. 8.45%

Difference 0.82%

Pensioner Portfolio 11.22% - -

Target: CPI p.a. 5.29%

Difference 5.93%

The returns mentioned above mask some of the volatility that took place during the finan-
cial year. Equity markets were particularly volatile during the second half of 2011 and sec-
ond quarter of 2012. The Trustees focus on risk and not only return. They actively pursued 
strategies to reduce volatility in the portfolio returns as far as possible. As a result, the 
returns above are even more attractive if one were to take risk into account and consider 
each of the portfolios’ risk-adjusted returns.

Going forward, the Trustees would caution that the strong returns of the past are unlikely 
to be repeated in the future. The Trustees would also emphasize a long-term approach 
when it comes to investing for your retirement. 

Changes to Growth Portfolio (GP)

The CRF maintained its disciplined approach and its core investment strategies, even in the 
midst of significant volatility in the financial markets. However, there were a few changes 
to the GP, which were implemented during the financial year.

For example, the Fund switched from the Investec Global Diversified Growth (GDG) fund 
to the Investec Global Managed (GM) fund at the end of December 2011. The GM fund has 
a higher foreign equity weighting than the GDG fund. The timing of the switch added value 
as local and foreign equity markets rallied in the first quarter of 2012.

The Fund also reduced its cash exposure in May 2012 and invested in the Coronation Global 
Absolute Return mandate, which targets CPI + 6% p.a. over rolling three year periods. The 
main reasons for implementing the mandate were: 1) to avoid holding excessive amounts 
of cash during periods of negative real interest rates, 2) to enhance the consistency of 
returns of the Fund and 3) to incorporate a higher element of dynamic asset allocation 
within the Growth Portfolio. 
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LEGAL AND TECHNICAL ANALYSIS
Adjudicator complaints
The fund continues to see a reduction in the number of complaints that are submitted to 
the Pension Funds Adjudicator. This is good news, as the majority of the previous com-
plaints 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.

Statistics
The CRf statistics in respect of adjudicator complaints is as follows:
Total complaints received: 81
Determinations/settlement in favour of the Fund: 76
Complaints awaiting finalization by the Adjudicator: 5

Office of the Pension Funds Adjudicator
With effect from 1 June 2012, Ms Muvhango Lukhaimane was appointed by the Minister of 
Finance, Mr. Pravin Gordhan, as the Deputy Pension Funds Adjudicator. She has extensive 
knowledge in the pension fund industry where she worked as a research consultant and 
legal advisor to some of the major fund administrators. She also has direct fund adminis-
tration experience as a principal officer.

Ms Lukhaimane is addressing the backlog of complaints where determinations still need 
to be handed down. Presently the Fund has 5 outstanding determinations, whereas in 2011 
this figure stood at 8.

RULE AMENDMENTS
Below is a summary of the rule amendments which have been effected since 1 July 2010:

Rule 
amendment 

number
details of Rule amendment Effective Date

date 
Registered by 

Registrar

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 4 Nov 2011

11 addition of the CRf flexible Portfolio for 
members over age 50. 1 May  2011 4 Nov 2011

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 
10 Nov 2011

Insured Risk Benefits
The lump sum death, disability and dread disease benefits are reinsured with Momentum. 
Due to the favourable claims experience, Momentum has maintained the underlying rates. 

Members will recall that a dread disease benefit was implemented with effect from 
1 July 2011. It covers members in the event of blindness, cancer, coronary artery sur-
gery, heart attack, major organ transplant, paralysis, renal failure and stroke, subject 
to pre-existing conditions. This benefit has proved a valuable addition to the Fund 
benefit structure over the past year as a number of claims were submitted and paid. 

Members who are between the ages of 65 years and 75 years are now able to enjoy death 
benefits via the new category F.

Momentum has also included a conversion option for the disability income benefit under 
category E, thereby aligning the conversion option with those under categories A, B, C 
and F.

Risk Benefit 
Category

Premium                                           
(% of pensionable 

salary) 
Death Benefit Lump Sum Disability Benefit

a 3% 4.1 x Pensionable Salary 4.1 x Pensionable Salary

B 5% 6.9 x Pensionable Salary 4.4 x Pensionable Salary

C 2% 4.4 x Pensionable Salary nil

d nil nil nil

E 3.25% 4.0 x Pensionable Salary Monthly Income Disability Benefit 

f 3 4.0 x Pensionable Salary nil

Funeral benefits
As the claims experience has remained stable, Sanlam has retained 
the current premium per member per month as at the renewal 
date of 1 July 2012. 

Legal issues
What has been encouraging to see in 2012, is Government’s approach 
to actively engage and seek input from the retirement funds industry. 
In a paper titled “Strengthening Retirement Savings in South Africa”, 
Government identified certain key drivers from a policy point of view:
• Dealing with areas of the industry where excessive product  
 costs abound;
• Encouraging preservation of retirement benefits;
• Making it easier to transfer benefits between various retirement  
 savings vehicles;
• Making annuitisation easier for individuals, thereby encouraging  
 members to use retirement savings to provide an income for  
 themselves.

Members will be kept up to date via regular communication as the 
position unfolds.

Members who intend leaving the Fund are encouraged to obtain 
financial advice from an authorized financial advisor before making 
any decision to take either a cash withdrawal benefit or to invest the 
benefit. Members are encouraged to preserve their retirement sa- 
vings for their old age.
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note 30 June 2012 30 June 2011

R R

ASSETS

Non-current assets 11 555 035 068 9 994 089 760 

Investments (including 
investment properties) 2 11 555 035 068 9 994 089 760

Current assets 130 777 264 131 196 961

Accounts receivable 4 17 765 118

      59 837 625  

284 892

52 889 630

19 549 180

49 546 997 

0 

62 100 783  

Contributions receivable 12

Transfers receivable 5

Cash at bank

TOTAL ASSETS 11 685 812 331 10 125 286 721

FUNDS AND LIABILITIES

Members’ funds and surplus 
account

10 783 578 451 9 303 158 794 

Members’ individual 
accounts

10 783 578 451 9 303 158 794  

Total Reserves 564 706 505 566 129 370

Reserves 21 564 706 505 566 129 370

Total funds and reserves 11 348 284 956   9 869 288 164

Non-current  
liabilities

31 297 307 005 

Unclaimed benefits 9 31 297 307 005   

Current liabilities 337 496 077  255 691552

Benefits payable 8 314 599 950  239 257 670  

Accounts payable 10 22 896 126  16 433 882

TOTAL FUNDS 
AND LIABILTIES

11 685 812 331 10 125 286 721

Statement of Net Assets and Funds at 30 June 2012


