
I have learned that people tend to rise to accomplishments they thought 

were beyond them, if you show them by your confidence that they can 

do it. Our year of integrating changes initiated by the Fund during this 

period are testament to that. Despite systems compatibility issues, 

data merging obstacles, moving our head office and most significantly, 

integrating a new administrator, we managed to pull through and are 

now able to reflect on the year with satisfaction. The most noteworthy 

success was an immediate saving of 25% on our Administration costs for 

the year under review; a significant decrease of R17.6 million. Our assets 

also continued growing to almost R25 Billion with our membership 

numbers reaching new heights of 45 274 members in the Fund as at 

30 June 2018. Having successfully reached most of the benchmarks set 

by our Investment Consultant I can assure you that the CRF has had a 

successful year.

There have been some significant legislative changes in our industry. 

The Minister of Finance announced the introduction of the default 

regulations, which will come into effect from 1 March 2019. 

Our committees are reviewing the default regulations requirements and 

will be investigating the best way forward.

The rule amendment, allowing for the direct election of Trustees has 

been registered and approved by the FSCA,  for the election process 

to commence.

I wish to thank my Board of Trustees 

for their outstanding service to the 

Fund. A special word of appreciation 

to the principal officer and his team 

for their excellent work. Finally, I wish to 

thank our members and contributing 

employers for having confidence in us 

to make the changes we did and for 

their patience as we went through this 

momentous transition during the year.

SA Mokweni, Chairperson
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ACTUARIAL REVIEW 2018

From the PO’s desk
The preparations to comply with the default regulations took centre stage and used up most of the time of my office. 
Furthermore, the Board of Trustees and its committees have been working tirelessly with our benefit consultant to 
enhance our governance model.

We have also been busy with the new regulations on the investment front. Fortunately, the Fund has a well-established 
Investment Strategy that provides good risk adjusted returns to members. However, the latest changes required a 
restructure that will include life staging, a new default preservation strategy, and a new default annuity model which 
will all come into effect in 2019. 

The markets have remained predictably unstable and even though month to month they may not have stayed on track, 
we hope they return to the proper course. I urge you to continue reading my monthly Financial Bulletins to ensure that 
you are up to date on investment matters in the Fund.

I’ve learned that when things get easy, it’s easy to stop growing. I wish to thank the trustees for their support during this difficult transition. It has 
not been an easy operational year. My teams were working through the night, often sacrificing weekends to catch up on outstanding claims, while 
setting up the new systems to run in the manner expected by members and employers alike. This year has positively made us stronger and more 
efficient and we look forward to the changes on the horizon with healthy anticipation.

Kobus Sadie, Principal Officer

The Audit Committee assists the Board of Trustees in fulfilling its 
responsibilities regarding the Fund’s management and financial 
reporting, internal controls and risk management, as well as assessing 
the independence and effectiveness of the external auditors.

1. DISCHARGE OF RESPONSIBILITIES

The Audit Committee reports that during the financial year under review 
it has complied with its responsibilities as contained in their Terms of 
Reference, as approved by the Board of Trustees. The Audit Committee 
has also regulated its affairs in compliance with its Terms of Reference.

In the fulfilling of its duties, the Audit Committee has, inter alia:
a) External Auditors
•  Considered and satisfied itself with the independence and objectivity 

of the external auditors.
•  Determined the external auditors’ terms of engagement and fees for 

2017/2018.
•  Satisfied itself with the performance of the joint external auditors and 

designated registered auditors, and further, that they are accredited 
on the JSE’s list of auditors and advisers.

•  Satisfied itself that the designated auditors are within their tenure and 
rotation requirements.

b)  Considered the financial statements of the Fund for the period under 
review

•  Evaluated the annual financial statements of the Fund for the year 
ended 30 June 2018 and based on the information provided confirm 
that they comply, in all material respects, with the Fund’s stated 
accounting policies and the rules of the Fund;

•  Recommended the adoption of the annual financial statements to the 
Board of Trustees.

c) Internal Financial Controls
•  The Committee is of the opinion that, based on the information 

and explanations given by the management of the administration 
company, 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 that accountability for assets 
and liabilities are 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.

d) Risk Management
•  The Audit Committee has a monitoring and oversight role with regard 

to the implementation and impact of the Fund’s Risk Management 
Policy including the risks relating to operational, financial reporting, 
fraud, internal control, IT governance and compliance, amongst others.

•  The Funds strategic risk register and risk committee minutes are 
included in the Audit Committee meeting pack for review.

2. SIGNIFICANT MATTERS
The following significant matters were attended to during the year:
• Review of the operational budget;
•  Review of the internal controls of the administrator and the 

effectiveness of the system of monthly compliance;
• Review of the migration process to the new fund administrator;
• Review of the monthly management accounts;
• Review of outstanding (area) contributions;
• Review of benefit payments outstanding more than 3 months;
•  Review of fraud and fraudulent events, in general or specific to the 

Fund;
• Review of regulatory changes impacting on the Fund;
• Review of the Risk Management Policy and Risk Schedule;
• Self-evaluation by the Committee;
• Performance review of the auditors.
The Audit Committee, having fulfilled its responsibility has recommended 
the consolidated audited financial statements for the year ending 30 
June 2018, for approval by the Board of Trustees.

MJ Grobler, Chairman of the Audit Committee

REPORT OF THE AUDIT COMMITTEE
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STATUTORY ACTUARIAL VALUATION
Every three years the Fund submits a statutory actuarial valuation 
to the Financial Services Conduct Authority.  The actuarial valuation 
as at 30 June 2018 is currently underway and will be published on 
the website on completion.   I anticipate that the Fund remains in a 
sound financial condition as at 30 June 2018. The Fund was in a sound 
financial condition as at the previous interim actuarial valuation as at 
30 June 2017.

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, provided 
that the Fund can continue to afford this. The Pensions Account 
supported a pension increase of 4.6% on 1 March 2019 in line with the 
target of 100% of price inflation to June 2018.  In addition, a monthly 
bonus of 100% of monthly pension was granted in December 2018.

Sean Neethling, Actuary – Momentum.



During the year under review, total funds and reserves 
(which reflect the total of the members’ and pensioners’ 
interests) increased by R2 690 million, as opposed to an 
increase of R1 298 million the previous year.
The categories representing the majority of benefits paid 
during the financial year are:

2018 2017

Lump sum 
payments on 
retirement

R567 476 931 R620 187 275

Number of 
members

423 603

2018 2017

Resignation 
Benefits

R804 769 795 R737 586 488

Number of 
members 

1 366 1 545

The Fund’s administration costs decreased from 
R70.9 million to R53.3 million – a decrease of R17.6 million, 
or 25%. The main contributor was due to the reduced 
administration fee charged by the new administrator 
(reduced from R43,8 million to R23,5 million). The 
change in administration to Momentum Retirement 
Administrators, a division of MMI Group Limited, became 
effective 1 July 2017.

FINANCIAL OVERVIEW
30 JUNE 2018 (R) 30 JUNE 2017 (R)

ASSETS

Non-current assets

Investments 23 932 667 385 21 474 517 684

Current assets 897 942 402  440 876 651

Accounts receivable 389 686 119 24 698 318

Arrear contributions 136 382 070 37 764 339

Cash at bank 371 874 213 378 413 994

Total assets 24 830 609 787 21 915 394 335

FUNDS AND LIABILITIES

Members’ funds and surplus 
account

Members’ individual accounts 23 296 665 343 20 637 393 254

Reserves

Reserve Account 811 043 184 779 659 536

Total funds and reserves 24 107 708 527 21 417 052 790

Non-current liabilities

Unclaimed benefits 4 391 747 5 561 282

Current liabilities 718 509 513 492 780 263

Benefits payable 650 192 061 464 094 338

Accounts payable 68 317 452 28 685 925

Total funds and liabilities 24 830 609 787 21 915 394 335

ADMINISTRATION OVERVIEW 
(Momentum Retirement Administrators)

MEMBERSHIP AND CLAIMS EXPERIENCE
The Fund’s membership for the financial year under review can be summarised as follows:
The number of members increased from 43 720 to 45 274.
During the 12-month period, 3 547 new members joined the Fund, compared to 
4 846 in the previous year. The table illustrates the volumes per claim type.
Contributions from 116 municipalities are received and reconciled monthly.

Withdrawal claims 1366

Retirement claims 423

Retrenchment claims 13

Death claims 224

Funeral claims 491

Disability claims 70

Divorce Claims 174

FINANCIAL STATEMENTS
STATEMENT OF NET ASSETS AND FUNDS AS AT 30 JUNE 2018

CONSOLIDATED RETIREMENT FUND PERFORMANCE – 2018 FINANCIAL YEAR
The 2018 financial year was slightly better than the previous three years, as most of the CRF portfolios outperformed their respective targets. Only the 
Moderate Portfolio and Shari’ah Portfolio underperformed their targets as per the table below over the year ended June 2018. The Shari’ah Portfolio 
has done well relative to other Shari’ah funds in the market. However, the CRF is reviewing the structure and management of the Moderate Portfolio 
in order to improve risk-return outcomes for members invested in this portfolio. Further communication should be sent to members regarding these 
changes in 2018 / 2019.

Invest-
ment 
Period

Growth 
Portfolio

CPI + 4% 
p.a

Protection 
Portfolio

STeFI Pensioner 
Portfolio

CPI Moderate 
Portfolio

CPI + 3% 
p.a 

Shari’ah 
Portfolio*

CPI + 4%* 

2018 
Financial Year

9.7% 8.6% 8.5% 7.3% 5.4% 4.4% 6.7% 7.5% 6.0% 8.6%

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 in the 2017 financial year are from 1 September 2016 – 30 June 2017.

INVESTMENT REVIEW  - Shainal Sukha, Investment Consultant

CONTINUE ON PAGE 4
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RULE AMENDMENTS 
From 1 April 2018, the Financial Services Board (FSB) has been transformed into the Financial Sector Conduct Authority (FSCA). Since the previous 
report, one rule amendment was registered and approved by the Financial Sector Conduct Authority:

Nr 5 Effective date 01/12/2017 Date registered by Registrar: 15/10/2018

Details: The amendment aligned the rule regarding the constitution of the board of trustees to be compliant with legislation. This included changing 
the composition of the board of trustees, removing the power of the board to appoint additional trustees and allowing the board of trustees to 
conduct meetings by video and telephone conferencing facilities.
In addition, amendments were made to the death benefit prior to retirement for Category E and Category G members to align it with the insured 
death benefits payable, as well as to allow members who exit the Fund to postpone payment of their retirement benefits, at normal retirement 
date. 

LEGAL AND TECHNICAL 

In the 2018 financial year, local and offshore equities as measured by 
the SWIX and MSCI ACWI respectively, as well as local nominal bonds 
provided double-digit returns. The good performance of equities over 
the financial year resulted in the CRF Growth Portfolio outperforming 
the other CRF portfolios. However, we continue to remain cautious of 
equity markets. Central Banks are starting to normalize their monetary 
policy and the flood of liquidity that drove equity markets higher after 
the 2008 financial crisis, is likely to dry-up. Markets have become 
addicted to this “liquidity tailwind” and complacent regarding risks that 
have started to emerge. Without such a tailwind and markets trading 
at relatively expensive levels in general, we are not convinced that 
equity markets are likely to provide adequate risk-adjusted returns. We 
therefore continue to maintain a relatively defensive stance for the CRF 
Growth Portfolio.
Listed property was the worst performing asset class for the year  
ending 30 June 2018 (as measured by the SAPY which was down 9.9%) 
on the back of the Viceroy report on the Resilient group of companies. 

Listed property has performed exceptionally well over many years so a 
correction was not surprising. Fortunately, the CRF’s proactive strategy 
to diversify away from listed property and into direct property in 
November 2015 added significant value. The direct property returns 
have provided a return of 19.1% p.a. since inception until June 2018.
The CRF continues to provide good risk-adjusted returns to members. 
Returns are in the top quartile relative to other large Local Government 
funds and are also consistent. The CRF returns do not fluctuate 
from being the best performing to the worst performing from one 
financial year to the next. This is because the CRF truly considers risk 
when investing and deploying your hard-earned savings into financial 
markets. The CRF’s risk management strategy will hopefully continue to 
deliver good and consistent returns to members, despite the current 
difficult market and economic conditions.

INVESTMENT REVIEW  CONTINUE FROM PAGE 3

ADJUDICATOR COMPLAINTS
Two themes were highlighted in the latest report by the Pension Funds 
Adjudicator (PFA).

WITHDRAWAL BENEFITS
Seventy percent of complaints received by the PFA relate to withdrawal 
benefits. The main concerns were either the non-payment of withdrawal 
benefits or dissatisfaction with the withdrawal benefit amount paid. 
Most of these concerned the late or non-payment of contributions by 
employers.

DEATH BENEFITS
Distribution of death benefits accounted for the second highest number 
of complaints. The biggest issue is the failure by funds to do proper 
death claim investigations which is caused by no supporting information 

or documentation obtained to substantiate the extent of dependency.
The Fund has not received any adverse rulings from the PFA during this 
reporting period.
The number of PFA complaints lodged during the financial year are as 
follows:

Total complaints received: 11

Determinations/settlement in favour of the Fund / 
cases closed:

2

Complaints awaiting finalisation by the PFA: 9

     

LEGISLATIVE ISSUES
Default Regulations
On 25 August 2017, the Minister of Finance issued the default regulations. 
These require retirement funds to offer a default investment portfolio, 
a default preservation strategy for members who leave service before 
retirement, and a default annuity strategy for members when they 
retire, from 1 March 2019.

Twin Peaks regulatory model effective 1 April 2018
On 1 April 2018, the Twin Peaks regulatory model came into operation 
with the Prudential Authority (PA) and the Financial Sector Conduct 
Authority (FSCA) at the helm. This was effected by the commencement 
of a number of sections in the new Financial Sector Regulation Act, of 
2017.

Financial Sector Conduct Authority establishment
In addition to the FSB’s powers, under existing financial sector laws 
(which will remain in force at this stage), the FSCA also has powers to 
issue conduct standards for a wide range of financial sector activities, as 
well as enforcement powers.
With immediate effect the following will change:
•  All communications, regulatory actions and decisions, are now in the 

name of the FSCA with their email address, stationery, branding and 
logo.

• The new website www.fsca.co.za is operational.
•  The Financial Sector Tribunal will replace the FSB appeal board.

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.4 


