
There are numerous reasons why we should be concerned that
Sinethemba may not make it to Grade 12.  The first is chief
among them all and one over which she has no control through
no fault of her own - socio-economic challenges, and specifically
lack of financing. As she stays in a rural village and the next
school is almost 20 km away, she will have to travel by foot or
take a bus to get to school. Her mother is unfortunately
unemployed and tries to make ends meet by selling her small
farm produce at the market. Since her father is not alive and
they cannot depend on the monthly stipend he used to send
them every month, her mother will have to make a plan.
Sinethemba is too young to travel on her own and the transport
costs for the bus that travels daily from her village to the school
will be expensive. The principal at the school is very strict and
expects each leaner to wear their full uniform, including a blazer
in winter. There is not enough food to feed the whole family, let
alone give a lunch provision to Sinethemba. Her mother concedes
that this is going to be a challenge but reminds herself that she

cannot disappoint her child lest she disappoints her deceased
husband.

She is reminded of her neighbour’s son who had to drop out of
school because his mother could not afford his school fees. The
boy ended up trying to look for a job but with limited education,
he unfortunately could not find one. How times have changed
- around the village there are also kids roaming the streets with
matric certificates but unable to find work or go to tertiary
institutions. And what about her other neighbour’s child who
dropped out because she just could not go hungry to school
one more day? While deep in thought, she also remembers that
Sinethemba is asthmatic and will require a lot of medical attention.
This means she will have to take her to the city for proper
medical care as there are very limited facilities in this village.
What about when she gets to Grade 8? There is no school close
to the village and the only hope is to send her to a boarding
school.                                                 [Continues on page 2]

By Olefile Moea,
Executive Director, Fairheads Benefit Services

Each year we witness with hope new Grade One children, joining as
with others before them, the 12-year journey to attaining a matric
qualification. One of these pupils is Sinethemba, whose mother
embraces the eternal African hope that this child will achieve and even
surpass what she and her deceased husband could not achieve - a
post-matric qualification that will enable her to become self-sufficient
through formal or self-employment. Despite the bleak prospect of
almost 50 percent of Grade Ones dropping out of school along the
journey, her faith in the future of her child is not diminished.     .
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The above is a fairly normal occurrence of what our guardians
and beneficiaries face daily in their lives. Evidence is aplenty in
both villages and cities of what other families have gone through,
leading to their kids dropping out of school.

Beneficiary funds offer the opportunity to our members to change
the status quo. If Sinethemba’s father had been a retirement
fund member and the trustees had chosen to pay her portion of
death benefits into a beneficiary fund, a monthly income would
be paid to her mother. This would ensure that she is able to give
her daughter lunch provision, the absence of which she would
also end up like her neighbour’s child. Furthermore, by making
a capital request to the beneficiary fund trustees, Sinethemba
will be able to buy a uniform and transport money will be paid
monthly to take her to school.These are all socio-economic needs
that if met, would increase her chances of staying in school.

Preservation of capital is not the primary objective of beneficiary
funds, but rather the achievement of educational objectives.
Therefore, depending on the size of the death benefit that was
paid, there are great prospects of Sinethemba attending that
boarding school. The beneficiary fund would pay for fees, boarding
and all extramural activities. This includes a travelling allowance
in case she wants to see her mother. The beneficiary fund will
also cover medical costs.

If Sinethemba’s needs are met, she stands a good chance of
not having to drop out of school to go and look for employment
in order to fend for her mother and siblings. The chances of
repeating a grade are limited as she is fully engaged in her
studies and not worried about money matters. She is a bright
spark who will surely not only want to have a matric but post-
matric qualifications. With that in mind, when she turns 18, she
would probably choose to reinvest the remaining capital in the
beneficiary fund in order to finance her tertiary studies.

Our education system has three interrelated primary challenges
that result in pupils dropping out of school, especially in secondary
school. These are lack of financing, wanting to look for jobs and
failing grades. Beneficiary funds are a proven and tested vehicle
to negate all these challenges. When retirement fund trustees
decide to place minor dependents’ benefits in a beneficiary fund
they are directly securing the future of those children. That is a
powerful statement to make but it is true.

Sinethemba’s name means “we have hope” in isiZulu and indeed
her mother now has it and so does she!

Elsewhere in the issue we update readers on our Field Agents
initiative which is fully up and running after its pilot phase. This
pioneering project has already brought us in contact with many
guardians, caregivers and members, who continue to be
astounded when a Fairheads mobile of fice arrives on their
doorstep to resolve issues face to face.

We chat to Jan Hendrik Jacobsz, Principal Officer and Trustee
of Saccawu National Beneficiary Fund, and Stanlib has provided
us with an investment update. I hope you enjoy these and other
items in this issue.
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In this issue of Fairheads
Times, Olefile Moea,
Director, strips away the
complexities of the industry
to write a simple reminder
of what beneficiary funds
are designed for.

Olefile feels very strongly
about education and his
article is written from the
heart, showing the plight of
so many young learners
and how beneficiary funds
can give them a chance in
life.

Richard Krepelka, CEO,
Fairheads Benefit Services
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Fairheads Benefit Services has started a column called
“Administrator’s Corner”. This is published in the last newsletter
of the month on EBnet, as well as on the Fairheads website.

As an independent administrator, our intention with the column
is to demonstrate and educate the industry about best practice
in practical areas of common concern. Following below are two
examples of what has been published so far.

The simple art of paying a claim
Olefile Moea, Executive Director, Fairheads Benefit
Services

Processing a claim sounds simple enough, but
sometimes even simple things can be complicated.
Take for instance the payment of a capital claim on
money invested in a beneficiary fund. The money has
been placed in a beneficiary fund primarily to meet the
educational and wellbeing needs of a minor child. It is
their money, however the mandate of the administrator
is to pay claims in accordance with the trustee approved
policy. The trustees have a fiduciary duty to ensure that
funds are used for the purpose that they are intended,
and as such design policies which protect the minor
dependents.

The request needs to be carefully assessed by an
experienced trust officer to determine whether there is
money available, whether the payment will impact on
the longevity of the fund, and whether the purpose of
the fund meets the approved policy.

In some cases, the guardian needs help and counselling
about paying the claim, proper budgeting or even
assistance on making alternative arrangements.

Even once the validity of the claim has been established,
in many cases the payment must be made to the third
party provider, such as the school or the transport
provider.

Getting the balance between making sure that you are
not imposing unreasonable barriers for your client,
ensuring that the purpose of the product is achieved
and keeping processing costs as low as possible, is a
complex affair. In the end it is the dif ference between
delivering exceptional service and being just another
service provider.

The simple art of Proof of Life:
more than just a Home Affairs check
Olefile Moea, Executive Director, Fairheads Benefit
Services

In the retirement fund industry , as well as the life
insurance industry, it is vital to establish that the
beneficiary of annuity payments is still alive. A regular
check that they remain alive could save many thousands
of rands and help prevent fraud.

Some funds and administrators take the view that a
simple check against the Department of Home Affairs
database is sufficient, and in many cases that may be
true. However, consider that for many families, the
payment in question may be their only source of income
and there is a disincentive for them to register the death
of the beneficiary.

In other cases, particularly in beneficiary funds where
minors’ money is involved, the Proof of Life process
often involves more than simply checking that the
beneficiary is alive. Trustees need to be sure that the
guardian or caregiver is alive, that the minor member
is alive, and that they remain in the care of the guardian
or caregiver who is receiving the regular stipend.

Up until recently the most widespread way to establish
Proof of Life was by sending out a paper based Certificate
of Existence which would need to be completed by the
beneficiary in some way, such as in the presence of a
Commissioner of Oaths. Unfortunately, given the low
level of reliability and ef ficiency of this approach
combined with the major delivery problems by the postal
system, administrators are seeking new and innovative
ways to establish Proof of Life. These include voice
biometrics which enables accurate identification by
phone.

ADMINISTRATOR’S CORNER
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We were interested to find out how Jan has come so far
at a relatively young age - he is 29 - and what exactly his
role involves.

Background

Jan is a legal professional with a demonstrable track record
and experience in the retirement fund industry . Industry
experience includes retirement fund administration, retirement
fund consulting, investment products and investment strategies,
forensic investigations of fraudulent activities and behaviour
as it applies to retirement funds.

His professional standing and recognition is complemented
by a deep knowledge of retirement funds’ regulatory regimes
including the Pension Funds Act, Trust Property Control Act,
as well as other applicable regulations of the business
environment, investment and operations management of
retirement funds.

Tell us a bit about yourself

I grew up on a cattle farm in Mpumalanga close to Ermelo and
attended Hoërskool Ermelo. During my school years I spent
most of my free time participating in various sports but later
on focused primarily on rugby and was selected for the
Mpumalanga U/18 rugby team. After completing school I was
offered a rugby scholarship by the University of Johannesburg
(UJ) and that provided me with a superb opportunity to complete
a degree, while still being able to play rugby.

Having had a strong interest in the financial and legal industry,
I registered for a B.Com Law degree majoring in Economics,
as this would afford me the opportunity to pursue both. While
at UJ, I completed a B.Com Law (Economics) and LLB degree
and was selected to represent both the rugby teams of UJ
and the Lions at junior level.

After graduation, I joined a commercial law firm specialising
in retirement funds, liquidations and curatorship, which launched
my career in the retirement fund industry . Right from the
beginning I was afforded the chance to work with some of the
very best legal experts within the industry, and I was able to
hone and refine my skills and knowledge regarding retirement
funds.

I now act as a consultant to retirement funds regarding various
issues including legislation, fraud and fund operations. I also
sit on various boards of trustees and in February 2015 I was
appointed as the Principal Of ficer of the Saccawu National
Beneficiary Fund.

Jan Hendrik Jacobsz, Principal Officer and Trustee of the Saccawu
National Beneficiary Fund

Fairheads Times chatted to Jan Hendrik Jacobsz,
Principal Officer and Trustee of the Saccawu National Beneficiary
Fund.

What do you do as Principal Officer of the
Saccawu National Beneficiary Fund?

As PO my role is responsible and wide-ranging. I need to:
• Ensure that the Board adopts a Code of Conduct and that the
performance of the Board is monitored in accordance with the
Code.
• Report to the Board and Investment sub-committees, provide
leadership, as well as commercial, and operational management
services.
• Execute Board instructions, deliver Board and stakeholders
reports and presentations, and liaise with the Trustees, Fund
Actuary, Auditors, Financial Services Board, Pension Funds
Adjudicator and other stakeholders.
• Guide and monitor implementation of investment and member
communication strategies and policies.
• Investigate and respond to complaints lodged against the trustees
of the Fund.
•  Advise and guide Trustees on policies and procedures.
•  Review Fund’s rule amendments as well as service provider
contracts.
•  Implement lawful and reasonable instructions issued by the
Board.
•  Conduct or commission the establishment and regular review
of all Fund Policy Statements and obtain Board approval.
•  Ensure sufficient Board meetings management.



What has been your experience of Fairheads
Benefit Services?

Fairheads Benefit Services was appointed as beneficiary fund
service provider to the Fund before I was appointed as PO but
from my side I can say that the service we have received from
Fairheads has been nothing but exemplary. Their staff is well
trained, educated and always helpful with any queries that I or
the beneficiaries of the fund may have.

At the Fund we always strive to deliver exceptional service to
our members and the same can be said of Fairheads towards
their clients. In fact, we have been so impressed with the service
we have received from Fairheads that we have approached them
and asked them to develop a new product for the Fund which
will enable us to significantly improve the service that we deliver
to our members.

What do you feel is the most important
advantage of beneficiary funds?

The beneficiary’s money is safeguarded. A big problem that we
face in South Africa is financial education. Guardians often do
not have the know-how or experience in dealing with large
amounts of money. The risk is that the guardian would receive
the death benefit meant for a minor child or disabled adult and
not use it for the intended purpose, that is to provide for the
beneficiary. By placing the beneficiary’s money into a beneficiary
fund this ensures that their money is protected and managed
according to the fund rules by a competent board of trustees.

What do you do in your free time?

Spending my youth on a farm, I developed a love for the outdoors.
I am a part-time farmer owning sheep and cattle and I try to head
out to the farm whenever I get the opportunity. Sport has always
been a big part of my life and nowadays I enjoy doing endurance
sports like running and triathlons and also playing tennis and
squash.
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Jan’s qualifications & memberships

•  B.Com Law (Economics) (University of Johannesburg)

•  LLB (University of Johannesburg)

•  Post Graduate Certificate Pension Law

   (University of the Witwatersrand)

•  FSB Trustee Toolkit Summative Assessment Certificate

   of Completion (Platinum Status)

•  Admitted as an attorney of the High Court of South Africa

•  Member of the Law Society of the Northern Provinces

•  Member of the Pension Lawyers Association

•  Member of Batseta (Principal Officers Association)

By Maya Fisher-French, financial journalist.
First published in City Press on 13 March 2016 and
reproduced with kind permission of the author.

Minor children are often the main beneficiaries of the
death benefits paid out by retirement funds. The
challenge is to make sure the money is used for their
benefit.

If a member of a retirement fund passes away leaving
minor children, the trustees of the fund are required to
determine whether or not to pay out the child’s portion
of the fund directly to the surviving parent or guardian,
or whether to transfer the funds to a beneficiary fund
which will manage the money on behalf of the child until
they reach the age of 18. Fairheads Benefit Services,
which administers beneficiary funds, is campaigning for
trustees to protect minors’ benefits by considering
beneficiary funds in more cases and for the regulator
to increase the age of maturity from 18 to 21.

“At a time when retirement reform is moving in the
direction of annuitisation for adult retirement fund
members, we find it strange that no-one is giving thought
to those at the other end of the age spectrum - minor
children on whose behalf trustees frequently elect to
pay a section 37C lump sum to the guardian or caregiver,”
says Olefile Moea, executive director at Fairheads
Benefit Services, who believes that in this case children
are powerless in the face of how the guardian may
choose to spend a lump sum.            .

Beneficiary funds, however, have a fiduciary responsibility
to manage the money for the child’s benefit and pay out
a monthly “stipend” to maintain and educate the child.
“What is more, if the benefit is professionally invested,
it can often be stretched to fund tertiary education too
- helping to find a solution to one of the country’s most
pressing problems represented by the #FeesMustFall
campaign,” adds Moea.

Even if the funds are transferred to a beneficiary fund,
at the age of 18 the child comes of age and they are
able to withdraw any funds available. Giselle Gould,
Business Development Director at Fairheads Benefit
Services, says unfortunately this occurs in about 95%
of cases.

                                             [Continues on page 6]
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 [Continued from page 5]

“In some cases the child receives the money before finishing
matric. At that age R150 000 may seem like a lot of money and
they drop out of school. In other cases pressure is put on the
child by their extended family to take the money to support
them.”
Gould believes that the age of maturity should be extended to
21 so that the child has had the opportunity of finishing their
matric and possibly tertiary education. They would have benefited
from having funds to assist with their education and also by that
age be more financially astute.

What is a beneficiary fund?

Beneficiary funds were launched in January 2009 but are only
for private-sector retirement funds. The Guardian Fund is used
by the Government Employees Pension Fund (GEPF).

A retirement fund member of a private-sector pension/provident
fund or retirement annuity can elect on their Nomination of
Beneficiary form to have their children’s portion paid to a
beneficiary fund. Trustees of funds can also elect to transfer a
childís funds to a beneficiary fund if they are concerned about
the ability of the guardian to manage the money .

The guardian receives a monthly income towards the upkeep
and education of the child, calculated together with the beneficiary
fund’s trustees.

Capital payments for school fees, medical bills, etc, are controlled
by the beneficiary fund trustees, to ensure that the correct payee
receives the funds.The lump sum is invested for longer-term
growth by professionals.

The beneficiary fund account is in the child’s name and when
they turn 18 they may receive the residue of the funds, although
they are encouraged to leave the funds until age 21.

The tax advantages are significant. No tax is paid in the
beneficiary fund and furthermore any payment out of a beneficiary
fund, whether capital or income, is tax free.

The child’s account is practically ring-fenced should the guardian
die. This means that other family members will be unable to
access the funds which should be principally reserved for the
child’s education.

Case study

(names have been changed or withheld for reasons of
confidentiality)

In 2008, Lindani’s father passed away and left him and his
younger brother in the care of his grandmother. Lindani was 11
at the time and his brother was 4. The trustees of the retirement
fund distributed around R325 000 to each of the brothers and
paid the money to a beneficiary fund.

Today, Lindani is 19 and has just completed his first year at the
University of Pretoria, studying engineering. He has opted to
leave the remaining benefit in the fund, and has nominated to
receive a small income each month.

During the seven years that the funds have been invested in
the beneficiary fund, Lindani has received income of R350 per
month, plus over R339 000 in capital assistance for his education
and still has over R150 000 remaining which he intends to use
to pay for the rest of his tertiary education.



Global growth remains somewhat disappointing, despite sustained monetary
stimulus from the major central banks, especially in the developed world.
Fortunately, although the risks to world growth are probably still weighted to
the downside, there are some indications that the extent of the downside risks
have dissipated in recent months. This is largely due to some improvement,
albeit modest, in United States economic data as well as less anxiety about
China’s ability to transition from a predominantly production economy to an
economy that has a healthier mix of both consumption and production.

The US has maintained a solid economic recovery at around 2% growth, but
has failed to accelerate growth momentum back above its long-term average
of 3%. This is despite sustained job gains. Growth in the Euro-area has been
modest at between 1% and 2%, while the Japanese economy has essentially
continued to stagnate despite efforts to weaken the exchange rate in order to
boost exports.

Amongst the major emerging economies, India continues
to out-perform while China’s growth rate has slowly slid to
below 7.0%. Brazil and Russia are both in recession and
South Africa is on the cusp of an outright recession.
Emerging markets are simply not as vibrant as they were
a few years ago; although there are some important
exceptions.

During 2015, the South African economy grew by a modest
1.3%. This is down from 1.5% in 2014 and 2.2% in both
2013 and 2012. The latest growth data confirms that the
South African economy has lost momentum over the past
two years and remains on the cusp of recession, hurt by
weakness in the primary and secondary sectors of the
economy. This is partly due to labour disruptions, some
electricity constraints, a lack of policy clarity in key industrial
sectors, a sharp drop-of f in consumer and business
confidence, and falling commodity prices.

Looking ahead, we expect the South African economy to
slow further in 2016 with growth forecast at only 0.5%. This
low growth projection partly reflects our concerns that
higher inflation, which appears likely to reach around 8%
year-on-year before the end of 2016, coupled with rising
interest rates will systematically erode consumer spending.

Local financial markets

The South African bond market kicked off the year with a
very volatile tone, tracking the local currency movements
which were marred by a global risk-of f environment and
local political developments. The risk-off environment was
created by developments in China, where the equity markets
plummeted, negatively affecting emerging market assets.

The ALBI Bond Index returned an impressive 6.55% for
the first quarter driven by solid returns of 4.57% in January,
while Listed Property returned 10%. The South African 10
year bond opened the quarter and year at 9.76%, and
traded firmer for most of the quarter to close at 9.10%. The
firm performance was largely due to the bond market
following the currency stronger, due to improved global risk
appetite and decisive action from the South African Reserve
Bank and the National Treasury, which was well received
by the markets. The Rand was volatile, opening the year
at R15.50 to the US dollar, weakening to an intra quarter
low of R16.92 in January and recovering to close the quarter
at R14.76 to the US dollar.

The South African equity market returned 3.9% in the first
quarter of 2016, starting the year in a positive fashion,
although it was a volatile quarter . The resources sector
experienced a reverse in its decline with a 13% bounce,
although the fundamentals appeared to have little to do
with the rally. The strong performance of the financial sector
(5.4% return for the quarter), may be hindered by the rising
rate cycle. The industrials sector saw a decline of 0.7%,
partially as a result of the stronger Rand following last
year’s huge decline.

Below average performance is expected by most asset
classes from current levels. Investing in conservative high
yielding income funds could be a rewarding outcome over
the short to medium term.
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CONTACT US

By Nikki Jacobs, Project Manager

In June 2015 Fairheads Benefit Services launched a new ,
exciting Field Agents project as a way of reaching out to members
and guardians. There are two field agents on the road, Themba
Manzana and Lerato Mokgobu. They drive in a Fairheads-
branded vehicle which doubles up as a mobile office, bringing
face-to-face service directly into people’s homes or at a place
close to them, such as the car park of the local police station
or a TEBA branch.

We discussed the Field Agents project in Fairheads Times last
year, as well as at our corporate roadshows in September ,
showing a video of our team in action.

We are now pleased to report that the pilot phase, which ran
until December 2015, was highly successful and so the Field
Agents are continuing their pioneering work around the country.
Themba and Lerato share the driving and both attended a 4x4
training course before tackling some of the country’s rougher
roads.

The trips are planned in a highly targeted manner, based on the
number of members who may not have provided their latest
proof of life and families who clearly need help understanding
how beneficiary funds work.

The statistics for 2016 alone are very encouraging:
• Limpopo - 255 clients seen - 168 documents collected
• Mpumalanga - 181 clients seen - 261 documents collected
• Lesotho - 332 clients seen - 521 documents collected

This is groundbreaking work. Not only have nearly 1 000
documents been collected, thus ensuring continued income
payment for members, but guardians and caregivers have
understood more about beneficiary funds and - most important
of all - they know that in Fairheads’ world, the children in their
care are not a mere number but rather a special person with
individual needs and concerns.

The team is currently in Eastern Cape and will then make their
way to KwaZulu Natal.

Lerato:
The job requires humility, that low, sweet root from which
all Heavenly virtues shoot. Besides, everyone you meet has
something to teach YOU.

Themba:
Always be ready to adapt, better yet be fluid like water. In
that way we make sure you can face and overcome anything.

Lerato Mokgobu (left) and Themba Manzana,

Fairheads' field agents


