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Going forward, the CRF will remain cautious and continue to diversify its 
investment strategy away from listed capital markets. Investments with high 
environmental, social and governance characteristics will also be preferred as 
these investments not only perform well but also reduce downside risks over 
the long term. 

REPORT FROM THE
AUDIT COMMITTEE

INVESTMENT REVIEW

~ Kobus Sadie

CRF Fund Performance

1.  Discharge of Responsibilities

Over the past few years, the CRF has been cautioning members that the same 
level of outperformance is unlikely to continue, especially for the more risky 
portfolios. We saw this play out in the 2015 Financial Year as equity markets 
continued to become more expensive and volatile. In addition, asset managers 
with a large exposure to Resource stocks, underperformed signi�cantly relative 
to the general equity market.

The Audit Committee reports that during the �nancial 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 a�airs in compliance with this Charter.

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

ADMINISTRATOR’S REVIEW
The Fund’s membership for the �nancial year was as follows:
The number of members increased by 5.7% from 37 099 to 39 232.  The number 
of pensioners decreased by 5.8% from 725 to 683.

During the 12 month period 4 334 new members joined the fund, compared to 
3 537 in the previous year.  For the same period, the Fund’s Administrator 
processed 2 805 claims. 

The table illustrates the volumes per claim type

Contributions from 115 municipalities are received and reconciled monthly. 
At year end, only 2 municipalities had outstanding contributions.

Death claims

Disability claims

Divorce claims

Dread Disease Claims

157

56

145

73

Funeral claims

Retirement claims

Retrenchments

Withdrawal claims

366

679

1

1 328

Investment Period

Growth Portfolio

CPI + 4%

Protection Portfolio

STeFI

Pensioner Portfolio

CPI

Moderate Portfolio

CPI + 3% 

2014
Financial Year
24.4%
10.9%
6.5%
5.4%
12.4%
6.6%
12.8%
9.8%

2015
Financial Year
5.4%
9.2%
7.1%
6.3%
7.2%
5.0%
7.8%
8.2%

I am pleased to report that during the year under 
review the Fund’s assets grew to just over R18 
billion and our membership increased with more 
than 2000 members to 39 232 as at 30 June 2015. 

As reported in the Financial Overview, although we 
experienced extremely volatile markets, the CRF 
still managed to achieve a positive return of 5.4% in 
the Growth Portfolio, with the Moderate Portfolio 
returning 7.8% and the Protection Portfolio 7.1%.

Since we are now a national Fund with participation in eight of the nine 
provinces and aligning the CRF with its national footprint, we have changed 
the name from Cape Retirement Fund to Consolidated Retirement Fund for 
Local Government with e�ect 1 July 2015.

I would like to thank the Board of Trustees and our newly appointed Principal 
O�cer, Mr Kobus Sadie, for their service and commitment to the CRF. To our 
dedicated team of service providers – thank you for your service and support 
over the past year.

In our �rst newsletter for next year, we will report back on the AGM, which will 
be held on 26 February 2016. 

I wish you and your families a healthy and �nancially sound 2016.

~ Soyisile Mokweni

Your annual bene�t statements have been e-mailed 
or posted to you. Please make sure your personal 
details are correct and that you review your risk 
bene�t category before 30 April 2016 and update 
your bene�ciaries if need be.
 
If you are registered for secure access you will be 
able to view all your fund information on-line, 
update your contact details electronically and 
ensure that your bene�ciary nomination form is 
correct.

At a Board meeting in August, the Trustees decided to close the option to 
purchase a monthly pension within the Fund, with e�ect 1 January 2016. This 
means that should you retire after 1 January 2016 and wish to receive a 
monthly pension, you will have to purchase a pension outside of the Fund. 
Please consult your �nancial advisor for assistance. The Trustees are 
investigating new �exible retirement solutions and will notify you as soon as 
the new products become available. Our current pensioners remain 
una�ected.

Last year we also reported that the Trustees were concerned with the number 
of members under the age of 50, belonging to Category D. These members’ 
families would be destitute in the event of death as this category has no death 
cover. By acting immediately, the Trustees managed to successfully move 
more than 90% of this group into Category G, where they are covered for a 
minimum death bene�t of 1 x annual pensionable salary.

Please feel free to contact the Fund should you have any queries with regards 
to your bene�t statement or need assistance to register for secure access.

CHAIRMAN’S FOREWORD

PRINCIPAL OFFICER’S REVIEW



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

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

2015

R

18 529 670 872  

18 529 670 872 

250 153 164

0

20 166 530

91 178 956 

18 807 678 

18 779 824 036 

 

17 682 316 052

17 682 316 052  

681 034 223 

681 034 223  

18 363 350 275  

420 886  

420 886  

416 052 874  

0     

383 479 876 

32 572 999  

18 779 824 036

STATEMENT OF NET ASSETS AND FUNDS AT 30 JUNE 2015
Note: Signed Schedule IB available on the Fund’s website.

The categories representing the majority of bene�ts paid during the 
�nancial year are:

The industry’s norm for operational  costs is usually 1% of pensionable salaries. 
The CRF’s cost expressed as a percentage of pensionable salaries amounts to a 
mere 0.89%. The Fund’s operational 
costs, which is also linked to 
membership, increased from R54.6 
million to R61.3 million - an increase 
of R6.7 million, or 12.25% 
(membership grew from 37 099 to 
39 232). The increase therefore 
re�ects the increased administrative 
burden of more members and 
in�ation as well as the increased 
cost to travel further to more 
remote areas to communicate with 
the additional members that joined 
the Fund nationally during the last 
�nancial year.

During the year under review, total funds and reserves (which re�ect the total 
of the members’ and pensioners’ interests) increased by R1 151 million, as 
opposed to an increase of R3 573 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 5.40%. The JSE All Share Index was 51 807 at 30 June 2015 
as opposed to 50 945 the previous year. That amounts to a positive return of 
1.69% on investment, if you were fully invested in shares. Our Fund is a 
balanced fund, which spreads the risk and a�ords 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 
2015.

FINANCIAL OVERVIEW AND STATEMENTS

Lump sum payments on retirement

Number of members

R532 500 463

503

R809 584 904

679

2015 2014

Resignation bene�ts

Number of members

R329 468 083

1 116

R420 670 915

1 328

2015 2014

2.  Significant matters
The following signi�cant decisions were taken during the year:

Monitoring of the Audit Charter Terms of Reference.
The risk management policy and risk matrix has been �nalised and will be 
reviewed by the committee bi-annually.
Audited �nancial statements and management letter of the auditors as at 
30 June 2015.
Update the criteria for the reviewing of the performance of the auditors. 
The committee was satis�ed with the subsequent review of the 
performance of the auditors.
Re-appointment of Ernst & Young as the auditors from 30 June 2015.
Checking the IT infrastructure of the administrator and follow up on the 
progress of the proposed new administration system.
The administrator’s internal process of ISAE 3402 has been completed 
successfully.  The committee was satis�ed with the outcome of the 
reports which concluded that the administrator’s processes were well 
controlled.
Monitor Administrator’s internal controls and processes implemented by 
internal Auditor.
Assessed the principles of the King III report on corporate governance 
applicable to Retirement Funds.
The Committee attended a training workshop with regards to the 
administrator’s processes and IT governance.

Nothing signi�cant 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 Audit Committee have a monitoring and oversight role with regards to 
the implementation and impact of the Risk Management Policy.

d)

e)

During the year the Audit Committee con�rmed the independence of the 
auditor.
The Audit Committee has considered the �nancial statements of the Fund 
for the period under review:

a)

b)

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 to ensure that the �nancial records may be relied 
upon for preparing the �nancial statements, and accountability for assets 
and liabilities is maintained.

c)

The Audit Committee has evaluated the annual �nancial statements 
of the Fund for the year ended 30 June 2015 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 
�nancial statements to the Board of Trustees.



ACTUARIAL REVIEW

LEGAL AND TECHNICAL ANALYSIS
Adjudicator Complaints
The Fund has not received any adverse rulings from the Pension Funds 
Adjudicator.  There are two themes which appear to be a trend at the 
Adjudicator:

Rule Amendments
Since the previous report, the following rule amendments have been 
registered by the Financial Services Board:

Allocation of death bene�ts.  Section 37C of the Pension Funds Act determines 
the principles to be applied for the Board to consider dependants and make an 
equitable allocation to some or all of the dependants / nominees. The fact that 
someone has been nominated on a bene�ciary nomination form does not 
imply an automatic allocation of the bene�t. Retirement fund bene�ts are not 
payable in terms of a Last Will and Testament.
Divorce settlement of pension interest. It is imperative that the Divorce Order 
complies with the provisions of the Divorce Act, the Pension Funds Act and the 
Income Tax Act in order for the Fund to be able to action any payment. A 
non-compliant Divorce Order is unenforceable against the Fund and the 
member will have to have the Order amended in Court. It is important that 
members contact the Fund to �nd out what must be stated in the Divorce 
Order to enable the Fund to process this.

Rule Amendment No 4 Effective Date 
01/01/2015

Date Registered by Registrar 
15/12/2014

Details:  Amend rules to allow new employees who join the Fund the option 
to elect to contribute at a rate of 7.5% or 9% of pensionable remuneration 
depending on conditions of service.  Amend the rules to allow members to 
receive a withdrawal bene�t at any time should they not be entitled to a 
bene�t under any other rule.

Rule Amendment No 5 Effective Date 
01/07/2015

Date Registered by Registrar 
22/04/2015

Details:  Change the Fund’s name, update the history of the name of the Fund 
to show the change.  Amend the rules to transfer all members under age 
50/non-councillors to category G.

Rule Amendment No 6 Effective Date 
01/03/2015

Date Registered by Registrar 
17/08/2015

Details:  Amend the rules to expand that where a trustee is found guilty of 
misconduct or a crime involving dishonesty that he can no longer hold o�ce. 
Provide that the Principal O�cer may not serve as a trustee. Amend the rules to 
allow retiring members to postpone retirement from the Fund in line with 
income tax legislation changes.

Rule Amendment No 7 Effective Date 
01/09/2015

Date Registered by Registrar 
08/10/2015

Details:  The de�nition of Municipal Manager has been amended to bring the 
de�nition in line with the wording contained in the Municipal Systems Act, 
2000. Rule 2.2(3) has also been amended to include the process of collecting 
the ballot papers and the announcement of the trustee election at the general 
meeting. The addition of sub rule (8) to rule 2.2 brings the rules in line with the 
Registrar’s requirements for the skills required by the trustees. The additional 
sub rules (5) & (6) to rule 2.2.2 bring the rules in line with the Registrar’s 
requirements in respect of the �lling of a trustee vacancy and the noti�cation 
to the Registrar of reason for a trustee’s removal from o�ce. Rule 2.4.5(5) has 
been renumbered to rule 2.4.5(6) to make provision for the new rule 2.4.5(5). 
The new rule 2.4.5(5) makes provision for the deputy chairperson of the board 
of trustees to stand in for the chairperson of the board at sub-committee 
meetings. Provision is made in the new rule 3.3 for the appointment of a 
deputy principal o�cer in terms of the amendments to the Pension Funds Act. 
Rules 4.1(2), 4.1(6) and 4.1(9) give amended time lines for the AGM 
administration process to ensure a more smooth and timeous submission of 
documentation by the Fund, Participating Employers and Members taking into 
account the year-end holiday season. Rules 4.3(1) and (2) have been amended 
to align the timeline for the election of member delegates to the new timelines 
in rule 4.1. Rule 5.2(b) has been amended to remove the reference to the 
Bargaining Council provisions relating to the contribution rate based on case 
law and legal opinion received by the Fund.  The same goes for the deletion of 
rule 5.2(c) as these provisions have been combined in the preceding sub rule.  
The deletion of rule 7.2(5) has been done to tie in with the amendment of these 
rules and the sub rules following on from this rule have been renumbered for 
correct �ow. Rules 5.4 and 7.1(2) have been amended to align the reference to 
a municipal manager and manager directly accountable to the municipal 
manager with the provisions of the Municipal Systems Act. The addition of sub 
rule (9) to rule 7.2 aligns the rules with the provisions of the Act.  Rule 14.10 has 
been amended to clarify the date at which the member share is to be 
calculated and the method of payment in respect of the payment of an 
unclaimed bene�t, particularly for those unclaimed bene�ts which have not 
been transferred to an unclaimed bene�ts preservation fund.

Introduction
The purpose of the actuarial valuation is to determine whether the Fund is in a 
sound �nancial position.  The progress of the Fund over the �nancial year is 
analysed and the membership and �nancial data is reviewed for accuracy and 
reasonability.  The process involves a feedback cycle between the Fund, the 
Actuary and other service providers, which helps ensure sound �nancial 
management of the Fund.  Every three years, the Fund submits the actuarial 
valuation report to the Financial Services Board.  The Registrar of Pension Fund 
reviews the report as part of its regulatory oversight function.  The actuarial 
valuation is an important part of the good governance of the Fund.

Fund accounts
The Fund remained in a sound �nancial position as at 30 June 2015.  All the 
accounts of the Fund had a funding level (assets divided by liabilities) of at least 
100%.

Member Share Account
The largest of the accounts is the Members’ Share Account representing the 
total Members’ Shares of the Fund of R17.6 billion.  The Members’ Share 
Account of the Fund was in a sound �nancial position as at 30 June 2015 with a 
funding level of 100% (assets divided by members’ Shares). 

Pensions Account
The Pensions Account represents assets of R637 million set aside to meet 
pension payments, increases on those payments and any bonuses granted to 
pensioners.  The Pensions Account was in a sound �nancial position as at 30 
June 2015 with a funding level of 112.1% (assets divided by pensioner 
liabilities). 
The pensioner liabilities are matched with assets of appropriate term, nature 
and currency.  This helps 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.  
Reserve Account
The Fund maintained R41 million as at 30 June 2015 in reserve accounts 
(excluding processing reserves) to meet a death after retirement bene�t and 
unforeseen contingencies.
Pension increases
The Fund’s pension increase target is 100% of price in�ation. This means that 
the Trustees aim to grant future pension increases in line with price in�ation as 
measured by the Consumer Price Index, provided that the Fund can continue 
to a�ord this. The Fund’s investment returns have been su�cient to a�ord a 
pension increase in line with the target of 100% of price in�ation to June 2015.
The Trustees granted a pensioner bonus of 100% of monthly pension to be 
paid in December 2015 (pro-rata for pensions in payment for less then a year.)

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

Total complaints received:    93 
Determinations/settlement in favour of the Fund:  89 
Complaints awaiting �nalization by the Adjudicator:   4
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Postal address:   PO Box 4300, Tyger Valley 7536
Physical address:   Belmont Office Park, Twist Street
  Bellville, 7550

Consolidated Retirement Fund for Local Government
Registration Number: 12/8/32689/2

The Consolidated 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.


