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UCTRF RETIREMENT FUND 
 

CHAIR’S REPORT TO THE ANNUAL GENERAL MEETING 
18 September 2013 

 
 
The AGM of the UCTRF provides an opportunity for the Trustees and the Principal Officer to 
account to you as members.   This year, nearly 19 years after the establishment of the Fund, and 
approaching the end of the current three-year term of office, seems an appropriate time to reflect 
on what the Fund has done for members.   I hope to give 
 
(a) an overview of the Fund at 30 June (the end of the Financial year) 

 
(b) an assessment of achievements in the past 3 years, looking (briefly) at investment returns, the 

revision of Fund Rules and risk benefits structures, our success in managing fund costs;  
surplus distributions;  an appreciation for the communication work that has been achieved;  
and current staffing of the Principal Officer’s office; 

 
(c) some comments on National Treasury’s plans for retirement fund reform and what this might 

mean for members, and some ideas about the strategy for the Fund in the next 3 to 5 years; 
 

concluding with an appreciation for the work of the Trustees, all of whom are volunteers serving 
your interests. 
 
Fund Overview 
 
At 30 June 2013 the UCTRF had 
 

• 3596 active members 
• 116 deferred pensioners (former staff who have preserved their retirement savings in the 

UCTRF) 
• 156 living annuitants (retired staff or their dependents who have chosen to have a living 

annuity in the Fund) 
• assets on behalf of members of R2,852 billion 

 
Of the 22,5% of Deemed Pensionable Amount (DPA) paid by the employer 
 

• 1.031% of DPA was paid for the separate “unapproved” income continuation and group 
life risk cover 

• 1.469% of DPA  was paid for death cover (six times) within the fund and fund costs 
(in other words 2.5% on risk and costs) 

• 16% of DPA  went into retirement savings according to fund rules;  and 
• a further 4% of DPA  (i.e. nearly 2/3rds of the 6.5% provision for risk and costs) 

representing cost saving, was allocated by discretionary trustee decision to retirement 
savings. 
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That 4% in 2012/2013 totaled R42,606,122 (in 2011/2012 it was R36 871 137, snf in 2010/2011 
it was R31 723 466) over the 3 year period this cost saving benefitted member accumulation 
accounts by R111,2 million. 
 
An assessment of achievements 
 
The most important decisions we make that affect how well off members are at retirement are 
 

• the percentage DPA each member chooses (if your DPA is less than 100% of COE your 
accumulation account will be lower than it could have been); 

• the investment choice you make; and 
• the Trustees’ decisions on the appointment of investment managers, on asset allocation, 

and on the composition of the life stage model. 
 
The most important UCTRF related decisions a retiree makes at retirement are what do with his 
or her accumulated capital in the UCTRF. 
 
I will return to these sets of decisions later.  
 
Professor Richardson will deal with the investment performance, so I will leave that, save to say 
that over the past year the Fund, in an increasingly difficult climate, has made important 
decisions to diversify portfolio C, relating first to the inclusion of fixed property and secondly in 
regard to off shore investments, and is currently interviewing prospective portfolio managers for 
SA equity management for portfolio C.. 
 
A major achievement of the current Trustees’ term of office was the overhaul of the Fund rules:  
the impact on members may not have been obvious, but a key benefit has been to ensure that 
funds flow correctly to member accounts.   Several secondary matters were tidied up.   A recent 
amendment has allowed a deferred pensioner to preserve his/her accumulation account outside of 
the fund. This was due in large measure to the efforts of Craig West, in his role as chair of the 
Admin Audit & Rules Committee.  
 
Following on from this, the Trustees (acting on behalf of the Employer) overhauled the policy 
document governing the income continuation benefit and at the same time provided for the risk 
involved in continuing to pay UCTRF contributions for those on income continuation to be 
insured, thus ensuring that this benefit continues for those on income continuation benefit. 
 
The Fund has struggled to trace some former members who were due surplus payments from 
2001 surplus apportionment scheme; at 31 July 2013 we still had 240 former members due 
payments, and 213 due payments in terms of the 2010 surplus scheme.   How do such surpluses 
arise:  in essence from two sources.   First, the Fund has a small number of reserve funds which 
exist to preserve member accumulation balances should the fund be exposed to loss.   These are 
invested.   As there has been no need to call on these Funds they had grown to levels considered 
more than adequate by the Actuary and Fund Valuator.   Secondly, of the 1.469% of DPA 
provision for risk and costs the Trustees has saved some.   The excess in reserves and the savings 
on budgeted costs constitute distributable surpluses, and these are distributed to member 
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accumulation accounts of active members and are paid out to those former members who were 
members at the time these surpluses were generated when recognised as distributable surpluses 
following periodic valuations of the Fund by the Valuator.  
 
I began this assessment by stressing how important member’s decisions, during membership and 
at retirement are.   Perhaps the most dramatic achievement of the past year has been the change 
in communication strategy.   We now have, thanks to John Simpson and his communication 
committed, ably assisted by the PO and her staff and by our fund administrator, substantial 
communication capacity, using both the website and more traditional media.  This places the 
Fund in a strong position to frame and get across the important messages about investment 
choice and about what retirement options will mean for individuals.  We have the media; we now 
need to concentrate on the message. I will return to the latter when looking forward to future 
fund strategy. 
 
The Pension Funds Act, in S.37C, places invidious responsibilities on trustees to make 
disposition determinations following the death of a member.   These must be done with care, not 
least because these decisions may be reviewed by the Pension Funds Adjudicator.   The standing 
S.37C committee, which now reports direct to the Trustee Board, has developed thorough and 
effective procedures for dealing with these cases.   It goes without saying that the Trustees’ task 
is always made easier when members supply fall information when making nominations for 
beneficiaries (whether dependents or nominees). 
 
The Fund’s key service providers are the Administrator (Sanlam) the Actuaries and Advisers 
(Towers Watson, formerly Fifth Quadrant), the insurers (Sanlam for income continuation and 
Capital Alliance for death cover), the auditors (PWC), the Investment Managers and last but not 
least, the Principal Officer and her staff.  We have seen some important changes in staff in the 
past year, but I and my fellow trustees are confident that in  
 

• the new Principal Officer, Olivia Van der Hoven; 
• the new Assistant Principal Officer, William Nkutha; 
• the experienced Yumna Gamildien;  and 
• Shamemah Abrahams 

 
we have an excellent team who will serve members with integrity and skill. 
 
National treasury’s proposals for retirement fund reform and some ideas for future 
UCTRF strategy 
 
National Treasury’s papers on retirement fund reform seem to me to have two essential aims:  
first, to ensure that there is an effective regime for (probably compulsory) preservation of  
retirement fund savings made through an individual’s pre-retirement life, and secondly, ensuring 
that the retirement capital accumulation (or most of it) is used for an annuity or a pension.   
Implicit in this is that the accumulation at retirement exits to provide a pension for the member 
(and the member’s partner) not to provide a nest egg to bequeath to a family or good causes. 
 
What is the relevance of this to the UCTRF. 
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First, we are likely to see incremental technical changes, to the tax regime and to the proportion 
one can take as cash at retirement.  In the short term, these changes will have little effect on 
members at retirement. 
 
Secondly, we are likely to see renewed pressure on the Fund to provide a pension option for 
members at retirement.   We have provision for a living annuity form of pension;  this is an 
attractive option if an ILLA is appropriate and if UCTRF investment returns are competitive.   
One reason for this is the cost structure – where a UCTRF is more than competitive.   But an 
ILLA (investment linked living annuity) leaves you, the retiree, with two risks that you may not 
be comfortable with, or if you are you may not have recognised:  these are longevity risk and 
investment risk.   This poses two challenges to the UCTRF:  first, educating members about 
ILLAs and the conditions under which an ILLA is right at retirement and where it is not; 
secondly re-visiting options for providing access to a conventional with profits life annuity at 
retirement, where an insurer takes on longevity risk and the downside of investment risk.   
Linked to these two challenges is the challenge to review the Life Stage Model that the fund 
provides as a member investment choice model; if a member’s assets are going to go into an 
ILLA within the UCTRF or a Life Annuity at withdrawal, or even for a member who wishes to 
withdraw his or her capital, the Life Stage Model is arguably \no longer inappropriate.   These 
strategic questions are on top of the Fund’s bread and butter job of appointing the right fund 
managers, ensuring effective and efficient fund administration, and containing fund costs. 
 
An appreciation for the work of the Trustees 
 
This current three-year term of the Trustees ends on 31 December 2013. 
 
The Board of Trustees consists of 12 trustees and 2 alternates;  6 plus 1 are appointed by the 
University Council as employer;  6 plus 1 are directly or indirectly elected by members – the two 
trade unions having 15% or more of the members appoint one each, and the remaining 4 plus 1 
will be elected in the ballot that starts on 1 October 2013. Eight members have been nominated 
and the election will be held to choose four trustees and one alternate trustee from these eight 
nominees. After that the University Council will be invited to appoint six trustees and one 
alternate trustee.  
 
  Trusteeship carries responsibility, and I wish to thank all Trustees and in particular 
 
• John Simpson, who has chaired the Communication Committee with tact, enthusiasm and 

expertise; 
• Karin Lehman, who has brought legal reasoning into her difficult role as chair of the S.37 

Committee, the committee that has to determine who among the dependents and nominees 
gets what, when a member dies; 

• Steve Richardson, for his meticulous leadership of the Investment Committee; 
• Craig West, for his herculean efforts in reforming the Fund rules, setting up the reporting 

regime that gives the Fund a monthly trustee report from the administrator that would be the 
envy of most funds, and for chairing the Admin, Audit and Rules Committee and its 
associated financial statements committee; 
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• Jennifer Roeleveld for the wisdom she has brought to the role of Deputy Chair, not least 
when the Fund faced difficult staffing problems. 

 
Kathy Evans, who stood down earlier this year for personal reasons, brought her expertise in 
property to the Fund;  she was replaced by the Academic Union by Dave Strugnell who has 
already made an impact on the Fund, Kira Chernotsky (who has been a member for the 
Investment and Communications Committees and a Trustee of six years), Jennifer Roeleveld, 
who has been a Trustee since January 1999, and Craig West, who became a Trustee nine years 
ago, have decided not to make themselves available for re-election.   Members owe much to 
them.   To these Trustees and to those whom I have not singled out, my thanks. 
 
 
Summary 
 
I believe that the Fund is now well administered and adequately managed.  We now have 
effective communication media and strategy, and must now concentrate on getting information – 
the message – to our members especially about investment options and about what is and what is 
not appropriate at retirement.  Investment appointments will require good advice from our 
actuaries and advisers, judgment by the Trustees and a little luck as well.   And the fund must 
position itself for retirement fund reform and provide appropriate pension options for members at 
retirement. 
 
Hugh Amoore 
Chair, UCTRF Trustees 
18 September 2013 


