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Over the past six months, Fairheads has developed 
another value-add service to our list of growing 
products – tracing services. In addition to the 
specialisations we can now offer retirement funds 
in this area, our stand-alone tracing services have 
an important side benefit of providing jobs for micro-
enterprises and thus contributing to enterprise 
development in the country.

LOGICAL PROGRESSION
An expanded tracing service is a logical progression 
from the tracing work we have always done over 
the past three decades in our beneficiary fund and 
umbrella trust administration services. Here, our 
fiduciary duty has been to keep in touch with members 
or beneficiaries, normally via their guardians or 
caregivers. We have required them to send us a 
“certificate of existence”. It often happens that people 
change address or phone numbers and then we have 
gone out of our way to trace them, acting on a mandate 
from the board of trustees of the fund in question.

Where we have not been able to trace a member using 
our in-house system, we are mandated to use external 
tracing service providers. We also pioneered the use of 
our own field agents who traverse the country, making 
home visits or enquiring at the local church or police 
station about the whereabouts of “missing” members.

One of our unique strengths is that our employees 
and partners go beyond the traditional ways of finding 
members, having gained a solid understanding of the 
community and employer networks that can be tapped 
into to make positive connections. These include 

schools, local tribal authorities and various non-
governmental organisations.

These services have always been driven with a 
sole purpose in mind – to ensure that our members 
receive the much needed money owed to them. It 
would not be an exaggeration to say that we are 
passionate about tracing.

EXTENDING THE SERVICE AND 
GROWING OUR TRACING TEAM
We believe that our experience gained in administering 
death benefits, particularly in finding those who have 
not yet become credit-active and therefore have no 
digital footprint, places us in a unique position to offer 
superior tracing services to the retirement fund industry 
– including finding solutions to address the serious 
challenge of unclaimed benefits.

Often, large retirement funds do not have the 
capacity to contract directly with tracing service 
providers because of the numbers involved, as well 
as the time required to ensure their governance 
standards are satisfactory.
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It is this gap in the market that we seek to remedy and 
therefore, in the fourth quarter of 2019, we started to 
explore the possibility of extending our tracing capability.

We approached the board of trustees of a certain 
client fund and offered to undertake a pilot project to 
trace some 140 members who had previously been 
unsuccessfully traced by three other tracing service 
providers. The trustees were amazed at our success 
rate over a relatively short period and this has given us 
confidence to go ahead and grow our tracing services 
proactively. 

Our team has now grown to 10 people. We offer 
the service in all languages and our team has been 
chosen for their skills in dealing with people, an ability 
to ‘think on their feet’, and a passion for finding people 
to whom monies are due, in order to help improve – 
indeed sometimes transform – others’ lives.

INVESTING IN TECHNOLOGY
Traditionally most tracing agencies use manual 
processes, such as spreadsheets to record data. 
Fairheads’ IT department has now set about digitising 
our tracing service. Our approach is to harness 

technology as far as possible to find those who have a 
digital footprint. However, discrepancies in data means 
that we use human intervention throughout the tracing 
process to clean and segment data in order to find 
more members.

This, together with our growing network of foot-
soldiers, sets us apart in the tracing game.

An example
Consider the following example of a recent set of 
cases that we managed to trace. From data we 
received we were able to establish that the subject of 
our trace lived on a particular street at some stage in 
the past. Using databases available to us, our tracing 
agent searched for people who still lived on the street 
and phoned them, asking if they perhaps remembered 
our subject. After a number of attempts, our agent 
spoke with an ex-neighbour who was still in contact 
with our subject and was given his phone number. 
Through this contact, our agent was able not only to 
establish contact with our subject, but was also able 
to make contact with a number of other trace subjects 
who had worked with him, had unclaimed benefits in 
the fund, and with whom he had remained in contact. 

Continued from page 1

As a nation, we need all to pull 
together in this unprecedented time of 
the COVID-19 worldwide pandemic. 
We at Fairheads are doing all we can 
to implement preventative measures to 
help protect our members, clients and 
staff and will continue to monitor the 
situation, taking further action where 
necessary.

Fortunately we have been able to 
set up workstations at home for most 
of our staff to ensure we are able to 
continue to service our members. This 
includes our contact centre. All of this 

was made possible by our strong  
IT capability.

In this issue, we lead with a story on our 
expanded, stand-alone tracing services 
which we hope will help our clients to 
trace members successfully. Rowan 
Williams-Short reports on the Enhanced 
Income Fund and Giselle Gould 
unpacks our best practice in beneficiary 
fund governance. I hope you find these 
and the other articles interesting.

I wish you all well over these trying 
times. Stay healthy and safe.

messaGe from the ceo

The trustees were amazed at our success rate 

over a relatively short period of time.

Sincerely 
Richard Krepelka, 
Chief Executive Officer
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This example highlights the impact that applying 
human logic and curiosity to the tracing process can 
have and is what differentiates Fairheads from many 
other tracing providers. A large degree of diplomacy 
and cultural knowledge is also required. As we have 
discussed in a previous issue of Fairheads Times, 
often the people who are finally contacted are naturally 
suspicious when told that a sum of money is owed 
to them – there are many scam operators in this field 
and so sometimes we resort to asking the employer’s 
retirement fund to write a letter explaining that they 
have given Fairheads permission to undertake a trace.

MICRO ENTERPRISE DEVELOPMENT
There are times when the only remaining method of 
finding missing members is through deploying feet on 
the ground. In addition to our own field agents and 
others whom we use, we are sourcing, engaging and 
coordinating appropriately placed providers, including 
those who operate as small, often single person micro-
enterprises, within the communities that they live. We 
refer to them as our ‘foot soldiers’. This is a win-win 
solution: tracing members and creating jobs.

Our aim is to help develop these micro-enterprises 
by providing not only a means of income, but also 
the support required to sustain their business. This 
includes giving them access to a system which 
they use to track their cases. Fairheads carries due 
diligence responsibilities with these partners.

Please do not hesitate to contact Fairheads if  
you require more information on our stand-alone 
tracing services. You may contact me directly on 
njacobs@fairheads.com.
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Fairheads has developed another value-add 
service to our list of growing products – 
stand-alone tracing services.
We trace people successfully using our sophisticated IT 
systems, backed by a strong human touch.

What is more we are creating jobs through the use of 
micro-enterprises for ‘on the ground’ work.

For more information contact Nikki Jacobs, Operations 
Manager, on consulting@fairheads.com or 021 410 7500
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vunani’s enhanced 
income fund 
benefits members

By Rowan Williams-Short, Head: Fixed Interest,  
Vunani Fund Managers

Vunani Fund Managers is proud and honoured to 
have been appointed – through a competitive process 
– to manage a portion of various Fairheads Benefits 
Services’ client funds. The portion we manage is in an 
enhanced income portfolio, which is, by design, low to 
moderate risk.

Low-risk funds typically must sacrifice some returns 
in order to dampen risk, but this is not necessarily 
always the case. Over the five years to 31 March 
2020, our enhanced income fund has outperformed 
the total return of the JSE All Share Index by an 
astonishing 56%, or 9.3% per annum. It has achieved 
this at an annualised volatility of just 1.8% while 
equities have displayed a volatility of 13.3% over the 
same period. Incidentally, that is well below long-
term average volatility for equities. This unusual 
outperformance over equities is exaggerated by the 
sharp fall of equities in February-March 2020, but the 
fund had in fact been ahead of the equity market for a 
considerable period beforehand.

Two observations from those statistics: the relative 
performance is in part due to 

i. the abnormally low return from equities (-0.13% 
per annum) over the past five years. Prior to 
the very recent plunge in equities, returns had 
been pedestrian for four years anyway. Prior to 
the very recent plunge in equities, returns had 
been pedestrian for four years anyway. That in 
turn does not surprise us much, as equities were 
demonstrably overvalued at various times over the 
past five years. The price: earnings multiple (PE) of 
the All Share Index peaked at 24.33 on 24 August 
2016. Not once in the history of the JSE has a 
starting PE in excess of 20 rendered a positive real 
return for equities over the ensuing four years; 

ii. the exemplary monetary policy adopted by 
the Monetary Policy Committee of the South 
African Reserve Bank which has all but assured 
positive real return from short-term fixed interest 
investments. In fact, of the 3.23% annualised real 
return achieved by the fund since inception on 31 
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March 2012, fully 0.87% was arguably due to this 
sound monetary policy, while the remainder reflects 
our own value added through a very active portfolio 
management strategy. 

The philosophy behind the management of the 
enhanced income fund includes an abhorrence and 
consequently an avoidance of forecasts. Financial 
market forecasts have an appalling track record; so 
much so that we view the use of any kind of macro-
economic forecast in the management of other 
peoples’ funds as irresponsible in the context of our 
own very serious fiduciary duties. Not for want of 
trying, forecasts of the rand, the oil price, the gold 
price, the inflation rate, companies’ earnings and so 
on are comically bad and routinely biased too. Instead 
then, we have honed a process of inference, in which 
we seek to infer what is already priced into a bond’s 
yield or a company’s share price. 

EXAMINING BONDS
For a number of years, it has been possible to 
demonstrate that South African bond yields have 
priced in an inflation rate considerably higher than both 
prevailing levels and consensus expectations. This is 
not illogical, because South Africa began surrendering 
prudence over its fiscal position in about 2010; in 
academic parlance, it became necessary to elevate 
the risk premium on fixed interest assets. Those 
circumstances became even more acute in December 
2015. Therefore, the unabated stream of bad news 
over the past several years - in particular the awful 
trajectory of public debt - had already been adequately 
factored, and the All Bond Index has returned 10.7% 
per annum since December 2015, a period during 
which our debt-to-GDP and budget deficits have 
worsened materially.

Right now, South African bonds are priced for an 
unparalleled passage of bad news. The culprits are 
obvious even to the popular press and include the 
Coronavirus (more specifically lockdown policies 
implemented in response to the virus), considerable 
further deterioration of the country’s fiscus, more 
ratings downgrades and expulsion from the World 
Government Bond Index (WGBI).

We find it useful to always remain aware that 
there are entire industries which benefit from 

scaremongering and hyperbole, meaning that they 
are commercially motivated to spread apocalyptic-
sounding prognoses, usually without any kind of 
scientific or other merit.

We don’t know the potential consequences of the 
Coronavirus, but we don’t behave as if we do. We  
do know that similar episodes, including foot-and-
mouth, swine flu, bird flu, chicken flu, mad-cow 
disease and SARS, spawned doomsday forecasts  
but ultimately passed. 

We can also demonstrate that South African bonds are 
already priced for two more rating downgrades, and that 
membership of the WGBI really does not impact bond 
yields in a meaningful or lasting way. After all, choosing 
the WGBI as a benchmark entails deliberately tracking 
the world’s most indebted nations and is thus one of the 
most asinine investment strategies we can think of. So, 
when South Africa falls out of the index in late April, and 
some slavish funds are obliged to sell, we might simply 
have expunged ourselves of “dumb money”. Active 
global investors might relish the chance to buy the very 
same SA bonds at potentially higher yields.

CONCLUSION
In summary, we pursue a dispassionate, analytical 
approach to investing clients’ funds. We are not 
immune to behavioural weaknesses and biases, but 
we do try to supplant these with inferential measures 
which lead to more cognitive portfolio construction. 
The upcoming months might test our resolve more 
than usual. We anticipate a crescendo ahead of each 
rating agency’s announcements, but we are not in the 
business of trying to predict surprises (an oxymoron 
anyway); instead we try to react rationally to market 
reactions to such surprises. 

We must stress that this portfolio is, as per nameplate, 
an enhanced income fund and not a money market 
fund. It necessarily takes on more risk in both duration 
and credit than does a typical money market fund. The 
rewards to that have been ample and should continue 
to be. The downside is that the fund can and will 
occasionally produce negative returns, as it did in the 
diabolical month of March 2020, when it lost 2.37%.

Finally, all investors should know that I am at all times 
personally co-invested in the fund with you.

We don’t know the potential consequences of the 

Coronavirus, but we don’t behave as if we do.
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From the outset, the aim of Fairheads Benefit Services 
has been to achieve best practice in the governance 
of beneficiary funds. In this article, we refer to the 
Fairheads Umbrella Beneficiary Fund (the Fund).

The Fund is the oldest and one of the largest in 
the market, with over R2 billion of assets under 
management and servicing some 16,500 members.

Bear in mind that beneficiary funds are a uniquely 
South African vehicle set up to protect and manage 
the funds of the most vulnerable sector of our society, 
minor children who have lost a breadwinner. As such 
they perform a vital social role and this is why good 
governance is so essential.

As beneficiary funds are uniquely South African, 
there have been no international best practice 
models on which to base governance, and we 
believe that Fairheads Benefit Services has played 
a pioneering role in developing the industry in South 
Africa. This reflects our deep industry knowledge, 
strong intellectual capital, and impeccable record of 
trusteeship.

THE BUILDING BLOCKS OF  
GOOD GOVERNANCE

Board of trustees
The Fund has four trustees, split equally between 
independent trustees and sponsor (Fairheads) 
trustees. The industry norm is to appoint one 
independent trustee but we have gone one step further 
by making the independent role 50% of the board 
of trustees. We have selected highly experienced 
trustees with a robust track record particularly in 
governance. 

Administrator agreement
The board of trustees and the administrator 
(Fairheads) have an administrator agreement which 
sets out what the board expects from the administrator 
and which is in line with the section 13B administrator’s 
licence. This agreement represents the primary 
governance standard and has a 90-day termination 

clause as required by the Pension Funds Adjudicator. 
As such it is reviewed regularly by the trustees.

Regularity of trustee meetings
The board of trustees meets a minimum of 10 times a 
year as follows: 
• Trusteeship meetings – three per annum
• Investment meetings – three per annum
• Administration meetings – three per annum
• Governance meeting – one per annum
• Ad hoc meetings – as necessary

The trustees of the Fund take part fully in all meetings, 
unlike some peers in the industry who delegate tasks 
to sub-committees which we believe can lead to delays 
and less involvement of the board. As a result, the 10 
meetings held by the Fund’s full board is higher than 
the industry norm.

A detailed digital board pack is compiled and sent to 
the trustees well in advance of the meetings, in order 
to ensure familiarity with the contents and decisive, 
efficient meetings. 

Annual trustee governance meeting
An annual trustee meeting is dedicated to governance. 
The governance board pack normally runs to a total of 
about 400 pages with which trustees are expected to 
acquaint themselves before the meeting.

Compliance function
Various policies and governance documents are 
reviewed on an annual basis and include:

Conflict of interest policy
As the administrator (Fairheads) is also the sponsor of 
the Fund, there is a need to guard against any conflict 
of interest. Governance of this is contained in the 
conflict of interest policy. For example, when the asset 

fairheads sets the 
best-practice 
Governance benchmark

Giselle Gould, Business Development Director
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consultant recommended Vunani as a potential asset 
manager for the Fund, the sponsor trustees recused 
themselves from the election process as Vunani owns 
Fairheads Benefit Services.

Investment policy statement (IPS)
This governs how the trustees govern the investment 
function for the Fund, setting out the objectives and 
asset allocation policy.

Administration instructions are given via policies, 
requiring the administrator to report back to the board 
of trustees regarding the status of the management of 
income, capital requests, consultation to 18-year-olds 
terminating their accounts, and systems for obtaining 
proof of existence.

Risk management policy
The board of trustees have committed themselves 
to a risk management framework that is guided by 
the principals of PF130. The approach is based on 
that of the Committee of Sponsoring Organisations 
of the Treadway Commission (COSO) framework, 
and includes elements of ISO31000 and the National 
Treasury Framework.

A risk register is maintained by the board with support 
from the administrator and reviewed regularly with due 
consideration given to emerging and existing risks, as 
well as the control framework in place to mitigate them. 

Data security policy and business continuity/
disaster recovery
These two policies ensure that data is fully protected in 
the event of a disaster. The administration agreement 
prescribes the standards required of the administrator 
with respect to i.a. business continuity, disaster 
recovery, data protection and cybercrime.

Specialised internal support functions, all 
contributing to good governance
1. Fairheads has a dedicated compliance officer 

who ensures that the Fund is compliant with 
elements such as the section 13B license, FAIS, 
King 4 compliance, Treating Customers Fairly, the 
Protection of Personal Information Act, etc.

2. We also have a dedicated lawyer who advises on 
legal matters and ensures the Fund is compliant 
with all relevant legislation, for example all FSCA 
circulars and changes to regulation.

3. The Fairheads internal auditor does various checks 
and balances on an ongoing basis in order to detect 
any possible fraud. The department also scrutinises 
all processes and systems and lays the ground for 
the annual external audit of the Fund.

4. Fairheads has developed a bespoke beneficiary 
fund administration system which is supported 
by a team of 13 IT professionals. Investment into 
technology remains critical in order to keep up 
with changing consumer behaviour and Fairheads 
continues to innovate in this regard.

5. Best practice communication. Fairheads won an IRFA 
Best Practice certificate in 2019, 2016 and 2014 for 
our pioneering grassroots communication exercise, 
the guardian roadshows. Report-backs are made 
to the trustees on this practice. In addition, at the 
end of the financial year, trustees have sight of and 
sign off on the year-end pack sent to all guardians/
caregivers/members which comprises a benefit 
statement, the investment performance, a trustee 
report and a request of update on the personal data 
relating to the member and guardian/caregiver.

In conclusion, we list some of the differentiators which 
we believe sets Fairheads apart in the market:
• We assisted in and advised on the legislative and 

regulatory regime to govern beneficiary funds (in the 
lead-up to their introduction in January 2009).

• We were the first to obtain a section 13B licence to 
administer beneficiary funds.

• We were the first in the market to register a 
beneficiary fund.

• We helped the Financial Services Board (now the 
Financial Sector Conduct Authority) to develop a 
set of master rules to govern beneficiary funds. 
We furthermore advised at a broad level on a fee 
structure for beneficiary funds.

• We have a strong internal audit capability which 
supports the external audit of the Fund, by PwC, 
which has had a clean annual audit since inception.

• We were the first to develop an asset allocation 
model which can be tailored for each individual 
member of the fund.

• The Fund outsources 100% of the investments to 
independent best-of-breed investment managers, 
including BEE managers. The Fund is the only 
commercially sponsored beneficiary fund having no 
association with the asset portfolios. 

• The Fund employs an asset consultant to advise us 
on the choice of investment manager. 

We were the first in the 

market to register a 

beneficiary fund
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CONTACT A FAIRHEADS CONSULTANT if you would like to discuss any of our products or services. Email: consulting@fairheads.com
SANDTON Tel: 011 883 9755 • Address: First Floor, Block C, Vunani Office Park, 151 Katherine St.
CAPE TOWN Tel: 021 410 7500 • Address: 15th Floor, 2 Long St.
BRAAMFONTEIN Tel: 010 005 5290/1/2/3 • Address: 26 Ameshoff St. (Cnr Ameshoff & Melle St.)
DURBAN Tel: 031 368 9260 • Address: 22nd Floor, Office no. 2217, Embassy Building 
199 Anton Lembede (formerly Smith St.)

FAIRHEADS CLIENT CONTACT CENTRE 
0860 102 919 (Share call) • Email: queries@fairheads.com • www.fairheads.com

Follow Fairheads Benefit Services on                   www.facebook.com/fairheadsbenefitservices/

Guardian proactively chooses a 
beneficiary fund for his children

A recent case study
By Eric Sopeni, Consultant

Fairheads can report on a recent case study, which 
is particularly interesting because it shows growing 
awareness among higher-income earners of the tax 
and savings advantages of beneficiary funds.

A couple, both in their forties and the parents of 
two minor children, had worked for a large financial 
institution. Tragically, the mother passed away in an 
accident, leaving the family bereft. The father, who holds 
a senior position in the same institution, was informed 
by the retirement fund trustees as to the choices open to 
him regarding the death benefits due to the two children.

The death benefit amounts were in the region of 
R600,000 per child. As the surviving spouse and 
guardian of the children, he could choose either to 
accept the funds on their behalf as a lump sum, or 
invest them in a beneficiary fund run by Fairheads.

Being financially astute, he asked about the tax and 
investment advantages of the beneficiary fund. He 
also took into account the potential situation should 
he too pass away while they were still minors. It was 
explained to him that the funds in the beneficiary 
fund would belong to the children who would become 
members and each have their own account. The funds 
would be available only to them upon termination at 
which stage they might choose to continue to leave 
the assets in the beneficiary fund. To the guardian, the 
choice of a beneficiary fund was preferable to:

i. Needing to oversee the investment of a lump sum and 
deciding how to use it for the benefit of his children.

ii. Needing to state in his will that a testamentary trust 
be set up for his children in the event of his death – 
knowing that such a trust can be expensive to run 

on account of the administrative burden and the 
need to manage investments.

iii. In the event of not making any testamentary 
provision, knowing that the funds would be received 
by the National Guardian’s Fund.

The father guardian made an appointment to meet me 
and find out more once the documentation and funds 
were received from the employer’s retirement fund by 
Fairheads. We gave him our introductory pack and 
discussed matters such as the asset allocation model 
we use for each individual member, the use of arms-
length, best-of-breed investment managers, investment 
performance, and the option to choose a discretionary 
amount of the member’s funds on an annual basis.

I truly feel that we were able to reassure him that our 
beneficiary fund vehicle adheres to best practice in all 
areas, including governance (see article on page 6). 
Our track record in trusteeship goes back decades. 
Just as important, we were able to offer him some form 
of comfort in a time of great distress.

It is our conviction that more and more people with 
higher-income levels, on being offered a choice 
by retirement fund trustees regarding s37C death 
benefits, will choose beneficiary funds, in particular on 
account of the significant tax advantages: beneficiary 
funds are wholly tax exempt, both in terms of income 
and capital distributed from the fund. 

In conclusion, there are few better investment vehicles 
available in South Africa today from a tax perspective.

We call on all retirement fund trustees, to help educate 
members on beneficiary funds and to add them as an 
option on the nomination form which members should 
be reminded to update on an annual basis or as and 
when their personal circumstances change.


