
Dear Member,

This is an abbreviated Annual Report for the financial period 1 July 2016 to 30 June 2017. 

Momentum Retirement Fund Administrator (MRA) has been appointed to administer the 
CRF with effect 1 July 2017. During the transition between administrators, the CRF had 
to go “off-line” for a period of time to ensure and check that all member data and records 
have been transferred correctly to the new administrator.

Verso supplied the membership and asset data required for the valuation, excluding the 
June 2017 contributions as these were received after the valuation date. MRA supplied 
the June 2017 contribution data.

The data was examined for accuracy and reasonability and accepted as accurate for the 
purpose of the valuation. 

For the financial year ended on 30 June 2017, your statement was emailed to you and 
published on your member portal during November 2017. This statement reflected your 
transfer value to MRA as at 30 June 2017 and your fund value as at 31 August 2017.

However, all members have access to their daily fund values via the member portal if you 
have registered.

The Annual General Meeting held in February 2016 was the last official AGM for the CRF 
and this one meeting will be replaced by regional visits from the Trustees to all the main 
centers.

Trustee elections always took place at the AGM where the members delegated to attend 
the AGM could nominate and vote for the Trustees. Rule Amendment 5 has been approved 
which means all members will be able to nominate and vote for their Trustees.

Kobus Sadie, Principal Officer

From the PO’s desk

ANNUAL REPORT
as at 30 June 2017

BOARD OF TRUSTEES : Mr SA Mokweni (Chairman); Mr JP Beukman; Cllr IR Iversen; Adv JF Koekemoer (Independent 
Trustee); Mr TA Loko; Cllr PJF Louw; Cllr C Meyer; Mr AM Owen; Mr ET Scott; Mr WW van Gass; Mr JJ Wagner.
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ADJUDICATOR COMPLAINTS

Since the last report was issued the Fund has not received any adverse determinations 
from the Pension Funds Adjudicator.

The Adjudicator’s annual report for 2015/2016 revealed the following trends:  

• Withdrawal benefit

Withdrawal benefits accounted for almost 70% of all complaints received by the 
Adjudicator.  The Adjudicator pointed out that many complaints were related to failure by 
retirement funds to issue members with an annual benefit statement.

• Death benefit allocations

Death benefit allocations remained a matter of concern for the Adjudicator. Most 
complaints in this category related to proper investigation into the dependants of a 
deceased member. It should be noted that Boards of Trustees are governed by Section 
37C of the Pension Funds Act, which sets out the principles to be applied for the Board to 
consider dependants and make an equitable allocation to some or all of the dependants 
/ nominees. 

RULE AMENDMENTS

Since the previous report rule amendment 4 was registered and approved by the FSCA 
(previously FSB):

RA
 nr 4 

Effective Date: 
01/08/2017

Date Registered by Registrar:
25/07/2017

Details: The rule amendment confirms the new registered address of the Fund and introduced a 
rand cap on contributions payable (subject to conditions of employment/ contractual relationship 
between the member and the participating employer) in terms of the deductible limits contained 
in the Income Tax Act, currently R350 000 per annum.

LEGISLATIVE ISSUES

Default regulations 

During the reporting period, there were numerous draft papers on the default regulations 
issued for comment, the last being a paper in December 2016. The final version was 
legislated and published in August 2017. The purpose of these regulations is to ensure 
that retirement savings of South Africans are invested with clear retirement objectives in 
a prudent and cost-effective manner and that they enjoy the economies of scale that a 
group arrangement offers.

The default regulations in essence, requires all pension and provident funds to establish a 
default investment strategy, default preservation strategy and an annuitisation strategy 
that would be appropriate for their members. It also attempts to slow down the rate at 
which withdrawal benefits are taken in cash. It does so by making sure members have 
access to a counselling service before they make an election with regard to the manner in 
which their benefits must be paid, failing which, the member’s benefits will remain in the 
fund as a paid-up benefit. 

LEGAL AND TECHNICAL 
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Twin Peaks 

The Financial Sector Regulation Act 9 of 2017 (the ‘Act’) was signed into law during August 
2017 and came into effect 1 April 2018. This piece of legislation makes provision for the 
establishment of two regulatory bodies namely, the Financial Sector Conduct Authority 
(FSCA) which has replaced the Financial Services Board and the Prudential Authority 
which is housed within the South African Reserve Bank. 

The FSCA is responsible for market conduct with the specific aim of ensuring that financial 
customers are treated fairly whereas the Prudential Authority’s role is to oversee the 
safety and financial soundness of financial institutions.  

T-day 

The introduction of the Revenue Laws Amendment Act, 2016, postponed the requirement 
for provident fund members to purchase an annuity at retirement if their benefit exceeds 
the de minimis threshold of R247 500 until 1 March 2018.

The postponement was in order to allow for further consultation with NEDLAC and with 
other stakeholders.

Social Security reform 

In November 2016, Government tabled a consolidated paper on Comprehensive Social 
Security Reform at the National Economic Development and Labour Council (NEDLAC). 
The report’s purpose is to address the need for universal access for all, social solidarity 
across income groups, transparency in government subsidies for social security and risk 
pooling within a common National Social Security Fund (NSSF). The NSSF is expected 
to take responsibility for the proposed mandatory contributions for the provision of 
retirement, death and disability for all workers and to reduce the burden on low income 
earners and a contribution subsidy is also suggested to ensure coverage of all workers. 
Further discussions in this regard are ongoing at NEDLAC.

King IV report 

The King IV report on Corporate Governance (King IV) was launched on 1 November 2016. 
It encompasses a set of recommended practices which are outcome focused in order 
to achieve acceptance of corporate governance as integral part to value creation by 
organizations characterized by an ethical culture, good performance, effective control 
and legitimacy. The King IV report contains a supplement specifically for Retirement Fund, 
which explains how the principles should be applied by retirement funds.

King IV adopts an ‘apply and explain’ approach which allows boards’ of retirement funds 
greater flexibility in how they implement the recommended practices to achieve the aims 
set out in the code but remain transparent about how they do so. 

3



The Fund provides Insured Risk Benefits (death, disability and dread disease) that can 
be bought by a specific percentage of pensionable earnings. The Fund offers a choice of 
seven categories of risk benefits and these are underwritten by Momentum. There were 
no changes to the risk benefit structure during the year under review. 

In addition to the above all members enjoy funeral cover up to the age of 75. The premium 
in respect of the funeral cover, that is underwritten by Sanlam, amounts to R 17.10 
per member per month and is payable in addition to the premiums for the risk benefit 
categories.

Over the year, the claims experience was in line with the expectations of the insurers and 
as such, the insurance rates were retained unchanged for the upcoming year.

Detailed information about all the Fund’s benefits are available on the CRF website.

Ian Nieuwoudt – Benefit Consultant, Simeka

INSURED RISK BENEFITS

CRF FUND PERFORMANCE

Since 2014, CRF has been warning members about the prospect of lower returns in future. 
Unfortunately, we were correct in our assessment as this materialized in the 2015, 2016 
and 2017 financial years. In the 2017 financial year, none of the traditional asset classes 
provided a double-digit return in Rand terms. As a result, all of the CRF Portfolios except 
the Protection Portfolio underperformed their benchmarks over the financial year as per 
the table below: 

Investment 
Period

Growth 
Portfolio

CPI + 4% 
p.a

Protection 
Portfolio

STeFI Pensioner 
Portfolio

CPI Moderate 
Portfolio

CPI + 3% 
p.a

Shari’ah 
Portfolio*

CPI + 4%* 

2017 
Financial 
Year

4.4% 9.7% 8.9% 7.7% 5.0% 5.4% 5.4% 8.6% -1.3% 7.5%

2016
Financial 
Year

8.0% 10.5% 7.1% 6.8% 7.6% 6.2% 6.9% 9.4% - -

2015
Financial 
Year

5.4% 8.7% 7.1% 6.3% 7.2% 4.6% 7.9% 7.7% - -

2014
Financial 
Year

24.4% 10.8% 6.5% 5.4% 12.4% 6.6% 12.8% 9.8% - -

 *Returns for the Shari’ah Portfolio are from 1 September 2016 – 30 June 2017

Offshore returns in Rands were significantly reduced by Rand strength over the 2017 
financial year and local equity and listed property returns were low. As a result, the 
Growth portfolio with its relatively high offshore, local equities and listed property 
exposure underperformed relative to the other CRF risk-profile portfolios.  

However, the CRF Growth Portfolio outperformed most other Local Government funds 
and traditional balanced funds in the industry over the 2017 financial year on a net of fees 

INVESTMENT REVIEW  
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During the year under review, total funds and reserves (which reflect the total of the 
members’ and pensioners’ interests) increased by R1 298 million, as opposed to an 
increase of R1 756 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 
4.76%. The JSE All Share Index was 51 611 at 30 June 2017 as opposed to 52 218 the 
previous year. That amounts to a negative return of 1.16% 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 2017.

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

2017 2016

Lump sum payments on 
retirement:

R770 920 769 R620 187 275

Number of members 645 603

2017 2016

Resignation Benefits R529 171 486 R737 586 488

Number of members 1 295 1 545

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 0.81%. The Fund’s administration costs, which is also linked to membership, 
increased from R66.5 million to R70.9 million – an increase of R4.5 million, or 6.79% 
(membership grew from 41 283 to 43 720). A portion of the increase is due to inflation 
and due to the once off cost incurred for the change of administrator and setting up of the 
new offices. The overall administration fees still remains below the industry norm.

FINANCIAL OVERVIEW

basis. This is due to CRF’s good risk management strategy; the Growth Portfolio’s more 
defensive positioning; and CRF’s proactive strategy of diversifying into alternative asset 
classes. The alternative assets have performed as expected and the benefits of such a 
strategy should be experienced in future financial years if the low return environment 
persists. Members can rest assured that CRF continues to seek ways of achieving the CPI 
+ 4% p.a. target more consistently in a difficult political and macro-economic environment.

Shainal Sukha, Investment Consultant 
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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 confirmed the independence of the auditor.

b)  The Audit Committee has considered 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 2017 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.

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 to ensure that the financial records 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 breakdown in the functioning of these controls, procedures and systems 
has occurred during the period under review.

e)  The Audit Committee have a monitoring and oversight role with regards to the 
implementation and impact of the Risk Management Policy.

2. Significant matters

The following significant actions were taken during the year:

•  Monitoring and subsequent update of the Audit Charter Terms of Reference to include 
reference to the administrator’s own audit committee reporting.

•  Monitor the Fund’s Risk Management Policy.

•  Audited financial statements and management letter of the auditors as at 30 June 2017.

•  Update the process for the reviewing of the performance of the auditors to include an 
evaluation from the Administrator.

•  Reviewing the quarterly progress reports on the implementation of the new 
administration system.

•  Monitor Administrator’s internal controls and processes implemented by internal Auditor.

•  Monitor the factual findings of the quarterly control reviews as performed by Mazars.

AUDIT COMMITTEE’S REPORT 
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STATEMENT OF NET ASSETS AND FUNDS AT 30 JUNE 2017

30 JUNE 2017
R

30 JUNE 2016
R

ASSETS
Non-current assets 21 474 517 684 20 130 161 943
Investments 
(including investment properties)

21 474 517 684 20 130 161 943

Current assets 440 876 651 421 819 063
Transfers receivable 0 0
Accounts receivable 24 698 318 14 419 164
Contributions receivable 37 764 339 95 988 990 
Cash at bank 378 413 994 311 410 909

Total assets 21 915 394 335 20 551 981 006

FUNDS AND LIABILITIES
Members’ funds and surplus 
account

20 637 393 254 19 332 495 803

Members’ individual accounts 20 637 393 254 19 332 495 803 
Reserves 779 659 536 786 812 242
Reserve Account 779 659 536 786 812 242

 
Total funds and reserves 21 417 052 790 20 119 308 045

Non-current liabilities 5 561 282 0
Unclaimed benefits 5 561 282 0

Current liabilities 492 780 263 432 672 962
Transfers payable 0 0     
Benefits payable 464 094 338 391 949 571
Accounts payable 28 685 925 40 723 391

Total funds and liabilities 21 915 394 335 20 551 981 006
 

Raymond Wentworth, CRF

FINANCIAL STATEMENTS
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The Fund’s membership for the financial 
year was as follows:

The number of members increased from 
41 283 to 43 720.  

During the 12-month period 4 846 new 
members joined the fund, compared to 
4 262 in the previous year.  The table 
illustrates the volumes per claim type.

Contributions from 120 municipalities are 
received and reconciled monthly. 

Momentum Retirement Funds 
Administrator

Withdrawal claims 1 545

Retirement claims 603

Retrenchment claims 3

Death claims 194

Funeral claims 426

Disability claims 88

Divorce Claims 308

MEMBERSHIP AND CLAIMS EXPERIENCE

Introduction

The purpose of the actuarial valuation is to determine whether the Fund is in a sound 
financial condition.  The progress of the Fund over the financial year is analysed and 
the membership and financial 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 financial management of the Fund.  The actuarial 
valuation is an important part of the good governance of the Fund.  The results of the 
actuarial valuation as at 30 June 2017 are presented in this article.

Fund accounts

The Fund remained in a sound financial condition as at 30 June 2017.  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 R20.6 billion.  The Members’ Share Account of the 
Fund was in a sound financial condition as at 30 June 2017 with a funding level of 
100.3% (assets divided by Members’ Shares).  

Reserve accounts

The Fund maintained R58 million as at 30 June 2017 in reserve accounts (excluding 
processing reserves) to meet the special death after retirement benefit and unforeseen 
contingencies.

Pensions Account

The Pensions Account represents assets of R653 million set aside to meet pension 

ACTUARIAL MATTERS
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payments, increases on those payments, and any bonuses granted to pensioners.  The 
pensioner liability was R513 million as at 30 June 2017.  The Pensions Account was in a 
sound financial condition and the funding level increased from 118.0% as at 30 June 2016 
to 127.3% (assets divided by pensioner liabilities) as at 30 June 2017.  

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.

Pension increase policy

The Rules of the Fund state that pensions may be increased from time to time at a rate 
determined by the Trustees In consultation with the Actuary. The Trustees may also grant 
ad-hoc bonuses to pensioners. 

The Pension Funds Second Amendment Act (the Act) requires the Trustees to state a 
pension increase policy as a percentage of a measure of inflation, and to communicate to 
pensioners whenever it is changed. The Act also provides for minimum pension increases 
to be reviewed at least every three years.

The pension increase of the Fund is as follows:

•  Annually perform a review to target a pension increase of 100% of CPI effective 1 March 
but based on CPI to the preceding 30 June, subject to affordability;

•  Every three years perform a catch-up review to increase pensions to 100% of CPI since 
the date of retirement, subject to the value of the notional pensioner account and 
affordability, as set out in the Pension Funds Second Amendment Act.

Pension increase and bonus

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 (CPI), provided that the Fund can continue to afford this. 

In view of the financial condition of the Pensioners Account at the valuation date, pension 
increases in line with the target (100% of CPI to June 2017) were affordable.

The Trustees granted an increase of 5,1% effective 1 March 2018 and an ad-hoc pensioner 
bonus of 100% of monthly pension payable in December 2017. 

Pensioners should note that the bonus is subject to affordability.  The bonus is funded 
from the surplus in the Pensions Account.  Pensioners should not expect that the bonus is 
automatically payable each year.  Once the surplus has been depleted, the Fund is unlikely 
to be in a position to continue to grant further bonuses.

Sean Neethling, Fund Actuary

Tel: 0861 CRFUND  (0861 273 863) |Email: support@crfund.co.za | Website:  www.crfund.co.za 
Postal Address: PO Box 4740, Tyger Valley 7536 | Combined Head Quarters, 2nd Floor, 4 Bridal Close, Tyger Falls  
Consolidated Retirement Fund for Local Government Reg No: 12/8/32689/2

Indemnity: The CRF 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 and the actual Rules of the Fund. The actual Rules 

of the Fund will prevail.

9


