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CHAIRMAN’S FOREWORD
During the year under review the Fund’s assets grew to over R17 billion and 
the Fund membership has increased to 37 099 members and 725 pensioners. 
These results are remarkable despite volatile markets and over 2 200 
withdrawal claims from the Fund.

As reported by the Actuary, the Fund’s return since inception 18 years ago, is 
15.06% and this is 9.02% above inflation. I am pleased to announce that the 
CRF achieved a net return of 24.55% in the growth portfolio for the year under 
review. The Pensioner Portfolio also outperformed CPI by 5.76% achieving a 
net return of 12.37%.

I would like to extend my sincere appreciation to the Board of Trustees and 
the Principal Officer, for their service and commitment to the Fund. To our 
dedicated team of service providers; our communication and administration 
teams, investment advisors and the Fund’s actuary – thank you for your 
excellent service over the past year. 

With all the changes in legislation and governance we have implemented 
tighter governance and risk policies. Thank you for trusting us with possibly 
the largest investment of your life and we will continue to have your best 
interests at heart. My plan for the new year is to 
keep in mind the well known quote by Honore De 
Balzac: “Those who spend too fast never grow 
rich.“

In the next communication from the Board, we will 
report back on the AGM which will take place in 
February. Enjoy reading further. 

SOYISILE ANDREAS MOKWENI
CHAIRMAN OF THE BOARD
from 4 August 2014

PRINCIPAL OFFICER’S REVIEW
In last year’s annual report we mentioned National Treasury issuing various 
documents to the retirement funds industry for comment. During this reporting 
period we saw the promulgation of two new pieces of legislation, the Taxation 
Laws Amendment Act (TLAA) and the Financial Services Laws General 
Amendment Act.

The CRF has been sharing information with you regarding the TLAA and tax 
changes to contributions and the purchase of an annuity.  It is important to 
note that these changes will no longer come into effect on 1 March 2015 and 
are to be delayed by at least a year.

On the communication front, we have managed to convert over 12 000 
members to electronic communication which has benefited the Funds 
expense budget and these members are first to receive their communication 
directly from the Fund. 

The Fund is concerned with the number of members under the age of 50 who 
have no risk cover and belong to Category D. The Fund intends to convert 
these members to Category G by the end of the following financial year. 
Affected members can anticipate further communication on this matter by the 
end of January 2015.

Your Annual benefit statement is now available. 
Please make sure that your personal particulars 
are correct, that you review your risk benefit 
category and that your nomination form is current, 
so that in case of a claim, we can deal with the 
matter as efficiently as possible. Please feel free to 
contact the Fund should you have any queries.

BRIAN WILLIAM SHEPHERD
PRINCIPAL OFFICER
from 4 August 2014



REPORT FROM AUDIT COMMITTEE

The Growth Portfolio, valued at R16.113 billion on 30 September 2014, is the 
Fund’s largest risk profiled solution. The largest asset class allocation is to 
Local Equities (42.51%) and Foreign Equities (19.85%) and the smallest 
allocation to Local Commodities (0.78%) and Foreign Alternatives (0.46%). 
The Growth Portfolio comprises of 17 mandates with Allan Gray Equity 
managing the largest mandate (15%), followed by Coronation Equity and 
Coronation Flexible Fixed Interest (both 9%). The smallest allocation of 1% is 
to the Edge All Seasons Africa Credit, which is a new introduction to the 
portfolio.

Even though the Growth Portfolio has outperformed the long-term CPI +4% 
target by almost 14% for the 2014 Financial Year, the Trustees implemented 
various hedging strategies to protect against equity market volatility and 
exchange rate volatility. 

(For more details, please visit www.caperf.co.za)

Lodi Venter, Chairman of Audit Committee

Discharge of Responsibilities

L Venter
Chairman: Audit committee

Significant matters

Monitoring of the Audit Charter Terms of Reference
Held various workshops to finalise the Risk management policy and risk 
matrix
Audited financial statements and management letter of the auditors as 
at 30 June 2014
Update the criteria for the reviewing of the performance of the auditors
Re-appointment of Ernst & Young as the auditors from 30 June 2014
Checking of internal controls and IT infrastructure of the administrator
Monitor Administrator’s internal process of ISAE3402 (type I completed 
and type II in progress)
Monitor Administrator’s internal controls and processes implemented 
by internal Auditor
The section 14 matter was considered and noted that no contravention 
was from the Fund’s side
The Audit Committee takes note of the qualification of Regulation 28. It 
was not possible for Ernst & Young to do an audit on Regulation 28 
information as the FSB has not yet prescribe the audit regulations. This 
resulted in the qualification.

The following significant decisions were taken during the year:

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:

During the year the Audit Committee confirmed the independence of 
the auditor.

The Audit Committee has considered the financial statements of the 
Fund for the period under review:

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 account-
ing 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.

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.

The Board of Trustees implemented a risk management policy and 
matrix. The Audit Committee have a monitoring and oversight role with 
regards to the implementation and impact of the Risk Management 
Policy.

The Audit Committee has evaluated the annual financial 
statements of the Fund for the year ended 30 June 2014 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 the adoption of the annual 
financial statements to the Board of Trustees.

a)

b)

c)

d)

e)

INVESTMENT REVIEW 
Asset Manager Allocation 

The three risk-profiled solutions and the Pensioner Portfolio of the CRF for 
Local Government Fund continue to perform strongly. The table below 
outlines that all the solutions have outperformed their performance targets 
over various periods 

Investment Period

Growth Portfolio

CPI + 4%

Protection Portfolio

STeFI

Pensioner Portfolio

CPI

Moderate Portfolio

CPI + 3% 

Inception
to date

15.06%

10.04%

8.05%

7.30%

10.83%

6.16%

10.54%

9.03%

Financial Year
(Jul 13 – Jul 14)

24.55%

10.61%

6.52%

5.42%

12.37%

6.61%

12.84%

9.83%

CRF Fund Performance

*Inception Dates: Protection Portfolio – September 2007, Pensioner Portfolio – March 2011, Moderate Portfolio – July 2011. 

ADMINISTRATOR’S REVIEW
The Fund’s membership experienced a net growth of 5%. Membership 
totalled 37 099 active members and 725 pensioners.

The table below illustrates some of the workload volume that has been 
processed by the Administrator for the period 01/07/2013 to 30/06/2014:

Late payments of contributions
Local Authorities have to pay contributions over to the Fund before the 7th of each 
month. At the end of the financial year, Gariep Municipality and Kammiesberg, 
were the only Municipalities whose contributions were outstanding.

Claims processed:

Death claims

Disability claims

Divorce claims

176

57

122

Funeral claims

Retirement claims

Retrenchments

Withdrawal claims

358

503

1

1 116

Joining the Fund:

New members 3537

Municipality contribution reconciliations:

Month ends per month 105



FINANCIAL STATEMENTS

ASSETS

Non-current assets

Investments (including investment properties)

Current assets

Transfers receivable              

Accounts receivable  

Contributions receivable  

Cash at bank 

Total assets 

FUNDS AND LIABILITIES

Members' funds and surplus account

Members' individual accounts

Reserves  

Reserve accounts   

Total funds and reserves

Non-current liabilities

Unclaimed benefits  

Current liabilities  

Transfers payable

Benefits payable  

Accounts payable  

Total funds and liabilities

2013

R

13 721 762 362

13 721 762 362

206 139 999

0

16 985 363

 63 380 034

125 774 602

13 927 902 362

12 999 147 652

12 999 147 652 

640 080 722

640 080 722 

13 639 228 374 

0 

0

288 673 988

0     

258 127 274 

30 546 714

13 927 902 362

2014

R

17 301 372 488  

17 301 372 488

246 876 541 

0

34 338 913

78 519 946

134 017 682 

17 548 249 029 

 

16 570 364 037 

16 570 364 037 

641 617 010 

641 617 010 

17 211 981 047  

209 726 

209 726

336 058 256  

0

290 873 786 

45 184 470  

17 548 249 029

STATEMENT OF NET ASSETS AND FUNDS AT 30 JUNE 2014

LEGAL AND TECHNICAL ANALYSIS
Brenda Krummeck, Wynand Breytenbach - Fund Consultants

Adjudicator Complaints

The number of complaints received since inception of the Fund remains 
stable.  Only two new complaints were received in the latest reporting period.

Statistics
The CRF statistics in respect of Adjudicator complaints are as follows:

Total complaints received:    86 
Determinations/settlement in favour of the Fund:  83 
Complaints awaiting finalisation by the Adjudicator:    3

Office of the Pension Funds Adjudicator
Ms Muvhango Lukhaimane, the Pension Funds Adjudicator has cleared the 
previous backlog and new complaints are dealt with in a timeous manner.

Note: Signed financial statements are available on the Fund’s website.

FINANCIAL OVERVIEW
During the year under review, total funds and reserves (which reflect the total 
of the members’ and pensioners’ interests) increased by R3 573 million, as 
opposed to an increase of R2 291 million the previous year.

By doing a rough calculation of dividing the positive investment income by the 
accumulated funds at the beginning of the year, we can see that the Fund had 
a positive return of 24.55%. The JSE All Share Index was 50 945 at 30 June 
2014 as opposed to 39 578 the previous year. That amounts to a positive return 
of 28.72% 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 good 
positive return at much lower risk levels for the year ended 30 June 2014.
The categories representing the majority of benefits paid during the 
financial year are:

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 0.88%. The Fund’s administration 
costs, which is also linked to membership, increased from R45.4 million to 
R54.6 million – an increase of R9.2 million, or 20.26% (membership grew 
from 35 311 to 37 099). The increase therefore reflects the increased 
administrative burden of more members and inflation.

Lump sum payments on retirement

Number of members

2013

R444 602 963

471

2014

R532 500 463

503

Resignation benefits

Number of members

R329 468 083 

1116

R324 373 651 

1205

Rule Amendments
As mentioned in the previous report back, the Fund revised its rules with 
effect from 1 May 2013.  Amendment no. 1 implementing the risk benefit 
category G had been registered.  Since then, there have been a further two 
rule amendments as indicated below:

Legislative Issues
Members in category E who are in receipt of a disability benefit in the form of 
a monthly income, will no longer pay tax on the benefits with effect from
1 March 2015, but the premiums will be taxable.

Insured Risk Benefits
For the year ended 30 June 2014, the following improvements were 
made to benefits at no additional cost to members:

The funeral benefit was increased from a R20 000 scale to a R25 000 
scale.
Increased insured death benefit for members in categories A, B, C, E and F.
Increased lump sum disability benefits for members in categories A and B

Other changes made by the Trustees of the Fund are:
Membership category G was added.  A member who elects this category 
will enjoy insured death cover of one times annual salary on death.
Category D was closed to members under the age of 50 and 
non-councillor members with effect from 1 October 2013.

LEGAL AND TECHNICAL ANALYSIS
continued

Amendment of reference to office of trustee becoming vacant in line with fit 
& proper requirements and the trustee code of conduct. Allow formation of 
ad-hoc committees. Amend Investment Reserve Account name to 
Processing Reserve Account as required by the FSB. Amend participating 
employer portion of contribution rate to 15% for councillors.

Rule Amendments:
1.

Effective Date:
Date Registered by Registrar: 

Add rule for special provisions i.r.o councillors and new rule dealing with 
termination of membership of a councillor.

2.

1 December 2013 & 1 March 2014
5 March 2014

Effective Date:
Date Registered by Registrar: 

1 June 2014
6 June 2014



Member Share Account
The largest of the accounts is the Share Account representing the total 
Members’ Shares of the Fund of over R16.5 billion.  The Share Account of the 
Fund was in a sound financial condition as at 30 June 2014 with a funding 
level of 99.9% (assets divided by Members’ Shares). 

Pensions Account
The Pensions Account represents assets of about R622 million set aside to 
meet pension payments, increases on those payments and any bonuses 
granted to pensioners.  The Pensions Account was in a sound financial 
condition as at 30 June 2014 with a funding level of 112.6% (assets divided by 
pensioner liabilities).  

The pensioner liabilities are matched with assets of appropriate term, nature 
and currency.  This is to help ensure that the assets and liabilities move in a 
similar way in response to changes in the economic environment such as 
changes in interest rates.  For example, if interest rates fall, then the value of 
the liabilities increase. By investing in assets that also increase in value when 
interest rates fall, the funding level of the Pensions Account remains more 
stable.
 
Preservation Pensions Account
The Preservation Pensions Account of about R62 million was 100% funded 
as at 30 June 2014.

Reserve Account
The Fund maintained about R36 million as at 30 June 2014 in reserve 
accounts (excluding processing reserves) to meet the impact of unforeseen 
contingencies.

Pension increases
The Fund’s pension increase target is 100% of price inflation. This means that 
the Trustees aim to grant future pension increases in line with price inflation 
as measured by the Consumer Price Index, provided that the Fund can 
continue to afford this. The Fund’s investment returns have been sufficient to 
afford a pension increase in line with the target of 100% of price inflation to 
June 2014.

Bonus pension amount
A special bonus pension amount of 100% of the monthly pension was paid to 
pensioners in December 2013. 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
Overall the Fund remains in a sound financial condition.  The Fund has 
continued to deliver excellent investment returns to members and pension 
increases to pensioners.

ACTUARIAL REVIEW 
Sean Neethling
Introduction
The Fund is structured into separate accounts as follows:

Member Share Account
Pensions Account
Preservation Pension Account
Reserve Account

Your bene�t statement checklist!

1

2

3

4

Personal Details

Fund performance

My benefits

Beneficiary/Nomination list 

Why is this importantTo check
Outdated information could cause delays in processing your claims.  You could 
also miss out on important Fund notifications!
We deliver excellent returns – you can see what impact it has on your life 
savings.
Your benefit statement confirms your risk benefit category and confirms the 
amount of your death, disability and dread disease cover.
Updated nomination forms ensure that your dependants are identified which 
helps with the speedy processing of a death claim.

P.O. Box 4300 • Tyger Valley • 7536
Belmont Office Park
Twist Street • Bellville • 7530
Tel 021 943 5306 • Fax 021 917 4115
support@caperf.co.za • www.caperf.co.za
Cape Retirement Fund for Local Government
Registration Number: 12/8/32689/2

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.

MEET YOUR BOARD OF TRUSTEES

SOYISILE MOKWENI
DEPUTY CHAIRMAN

ANDRE SMITH
PRINCIPAL OFFICER 

ANNETTE CAWOOD

EDDIE SCOTTCLARA MEYER IAN IVERSEN

WILLEM VAN GASSJOHAN BEUKMAN

as at 30 June 2014 

BRIAN WILLIAM SHEPHERD
CHAIRMAN

ANDILE GQABI

PEET LOUW


