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The Conduct Of Financial Institutions Bill (COFI) was 
published by the Minister of Finance in December 
2018. The Minister aims to achieve a new legislative 
framework for the financial services sector. As the 
preamble states, the obective of the bill is to establish 
a consistency in the regulatory framework with regard 
to the conduct of financial institutions.

The first draft of the COFI was issued in December 
2018 whereafter the industry was requested to provide 
comment. More than 800 pages of comments were 
received by National Treasury on the initial draft. 

The second draft was issued on 1 September 2020 
which included consequential amendments to a 
number of acts which include the Financial Sector 
Regulations Act, the Collective Investment  
Scheme Control Act and the Pension Funds Act.  
The deadline for comments on this second draft  
was 30 October 2020.

Noteworthy proposed amendments to the Pension 
Funds Act include:

1. THE INCLUSION OF A DEFINITION  
OF A BENEFICIARY FUND. 

Currently beneficiary funds are defined in sub 
paragraph (c) of the definition of pension fund 
organisation as any association of persons or 
business carried on under a scheme or arrangement 

established with the object of receiving, administering, 
investing and paying benefits that became payable 
in terms of the employment of a member on behalf of 
beneficiaries, payable on the death of more than one 
member of one or more pension funds. 

The new definition proposed in the draft legislation 
is ‘any arrangement established with the object of 
receiving, administering, investing and paying benefits 
that became payable to a dependant or nominee in 
terms of section 37C, or in respect of the employment 
of a member on behalf of beneficiaries, or that became 
otherwise payable to natural persons on the death of 
an insured person in terms of one or more policies of 
insurance and payable on the death of more than one 
member of one or more retirement funds, on the death 
of any of their members;’ 

The current definition states that group life benefits 
linked to a member’s employment may be paid into a 
beneficiary fund. The proposed new definition does not 
provide any clarity on whether all types of policies, for 
example retail insurance policies, would be capable 
of being paid into a beneficiary fund. Fairheads has 
submitted comments to the Finance Sector Conduct 
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Authority (FSCA) requesting that the definition be more 
explicit and that if it is the FSCA’s intention to allow 
retail insurance policies to be paid into beneficiary 
funds, that the proposed definition be made clearer in 
this regard. 

2. SECTION 37C OF THE PENSIONS 
FUND ACT

National Treasury has given section 37C a complete 
overhaul in the proposed new legislation. An 
important change in this section is subsection (1) 
(c) (ii) which states that where a retirement fund has 
successfully traced a dependant or dependants, 
the benefit must be paid subject to terms deemed 
equitable by the fund within two months of the 
fund tracing the dependant. Previously this was a 
12-month period.

The proposed legislation does not clarify whether 
that would be two months after the fund or its tracing 
agent has found the dependants, or rather two 
months after a full death benefit investigation has 
been done to determine whether a person is in fact a 

dependant. This is something on which the industry 
will require clarity.

In general the reduction of time to pay out benefits 
is a very welcome development as death benefit 
investigations can take months especially where a 
deceased member has many children, spouses and/ or 
may have a family or dependants in a different country. 
In our view, those in desperate need of funds have 
to wait a highly unreasonable period for trustees to 
finalise and make allocations.

CONCLUSION
National Treasury hopes to finalise COFI once the 
second round of comments have been considered. 
Thereafter COFI and its consequential amendments 
are to be submitted to cabinet for approval early next 
year. Fairheads welcomes the amendments but hopes 
to see more clarity in the next draft of COFI and the 
sections discussed above. Fairheads has submitted 
comments to National Treasury on the amendments 
to the Pension Funds Act and hopes to see them 
considered in the next draft. 

Continued from page 1

Welcome to the final issue of Fairheads Times 
for 2020. It has been a tough year for the nation, 
communities and individual alike and we sincerely 
thank our staff for putting in the extra effort to ensure 
we have run business as usual to the benefit of our 
members, guardians and clients.

In a remote working environment, we held two 
important interactive and online events: a webinar for 
corporate clients; and a series of multilingual webinars 
to replace our annual physical guardian roadshows. 
The webinars were all well attended and the questions 
asked were instructive for helping to direct our future 
communication and servicing strategy. You can read 
about these webinars elsewhere in this issue. 

Our lead story, by in-house legal counsel, Megan Rank, 
outlines some interesting proposed changes to the 
Conduct Of Financial Institutions Bill and consequential 
amendments to the Pension Funds Act. Fairheads has 
made submissions to the FSCA with our comments 
and recommendations. If implemented, many of these 
changes will be beneficial to the beneficiary fund 

industry, particularly 
as regards the 
shortened time period 
for boards of trustees 
to trace dependants 
and make payouts.

We are pleased during the year to have improved 
our B-BBEE scorecard rating yet further, to a Level 
2. A key factor in this improvement was an increased 
push into Skills Development. Our Skills Development 
projects include support for Feenix Trust which 
provides a crowdfunding platform for students for 
raising funds for tertiary education.

I hope you enjoy these and other articles. On behalf of 
all of us at Fairheads I would like to thank you for your 
loyalty and wish you and your families well over the 
festive season.

Sincerely  
Richard Krepelka, 
Chief Executive Officer

message from the Ceo
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By Olefile Moea, Communications Director

Each and every individual has a dream. All our beneficiaries have a 
dream and want a bright future. Fairheads, guardians and caregivers 
play a critical role in ensuring that their futures are indeed bright.

Accessibility, communication and education have 
always been cornerstones of Fairheads’ service to 
our guardians, caregivers and members. Fortunately, 
as an essential service, we were able to maintain 
an uninterrupted service to our clients during the 
COVID-19 lockdown period and our walk-in centres 
opened in May 2020, allowing one-on-one interaction. 
But the one major communication initiative that the 
pandemic prevented us from holding in person this 
year was our annual guardian roadshows. 

Undeterred and on the basis that electronic 
communication is common among the youth in 
particular, we decided to hold the guardian roadshows 
this year in the form of webinars on Zoom. Three 
webinars were held in November – one in English, 
one in Sotho and another in Zulu. They were also 
livestreamed on Facebook and recordings were made 
available for those who missed them. 

Our focus theme – helping teenagers to 
plan for the future
The focus of the webinars this year was to continue 
raising awareness among 15 to 18 year old members 
and their guardians of the importance to plan for the 
future beyond age 18. Through our learnings over the 
past few years we have identified that members are 
often unprepared for their post-matric years. 

The webinars addressed two main issues:
• The role between the guardian, member and Fairheads 

is crucial. It is important that guardians play their part by 
ensuring that they remain in contact with Fairheads, keep 
us updated about the members’ schooling and progress 
and also inform the member about their funds when the 
time is right and guide them to make sound financial 
decisions. We initiate contact with members from the 
age of 16 to ensure that they know to apply for an ID, 
open a bank account at 18 years and where possible, we 
counsel them before they receive their funds.

• There is a vital need for guardians and members 
to have early, ongoing and frank discussions about 
members’ study/career decisions as well as how their 
beneficiary fund can assist in helping them achieve 

their goals. Guardians must try to help members 
identify and know what their abilities, values and areas 
of interest are so that they can make correct decisions 
about subject choices and study or career options or 
post-matric ventures.

We obtained expert advice on the latter issue from our 
webinar guest speaker, Nokulunga Mjwara, who has 
years of experience in youth and access development. 
Nokulunga guided guardians and members through 
the steps to follow in making subject choices and 
decisions about post-matric options. 

Among the steps are to discuss life values, hobbies, 
interests and career aspirations. There is a useful 
QUESTIONNAIRE from the Department of Education 
which members can access. The discussion process 
should start as early as Grade 9, as subject choices 
need to be chosen for the period Grades 10 to 12. 
Looking beyond matric, there is a need as early as 
Grade 11 to find out which tertiary institutions offer 
relevant courses, what the entrance requirements are 
and whether bursaries or scholarships are offered.

Linked to and following such family discussions between 
guardians and members, clarity should emerge as to 
whether the member would like to retain their money 
in the beneficiary fund with Fairheads to help fund their 
tertiary education – or whether there are sufficient funds 
and reasons for the member to ask for the funds to be 
paid out to them on termination at age 18.

At Fairheads, we have long lobbied the authorities 
to carefully consider the merits of allowing young 
adults of 18 to receive lump-sum payouts as they are 
often not yet mature enough to handle large sums 
responsibly. There appears to be consensus among 
industry players that the 18-year-old threshold should 
indeed be extended, but it may take a while still for the 
relevant legislation to be enacted. A discussion is to be 
had with the regulator as Sec 37C (5) seems to give 
some relief in this regard.

Meanwhile, we have overwhelming affirmation from 
guardians that this is indeed the way to go and that 
is why at Fairheads we are determined to continue 
educating members about the need to consider 
carefully how the money in their beneficiary fund could 
best be used, to give them the best chance in life.

eduCatIng guardIans and memBers 
through multIlIngual weBInars
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This year has been full of unprecedented events and 
we are already in December – 2020 has flown by 
whilst it feels like we are still stuck in March!

Undoubtedly, we have experienced decades of history 
compressed into only a few months. 

The first quarter was extremely turbulent. In the wake 
of the COVID-19 pandemic, financial markets around 
the world saw unprecedented declines. In the space 
of the three months ending March 2020, both the 
Johannesburg All-Share Index (ALSI) and the MSCI 
All-country World Index (MSCI ACWI) in US Dollar 
terms dropped by over 21%. 

What is the ALSI? It is simply an index consisting 
of some 150 Johannesburg Stock Exchange 
listed companies, or in other words represents the 
performance of these companies.

What is the MSCI-All Country World Index? It is 
similar as above but represents the performance of 
global companies (in excess of 3000!) from over 23 
developed countries and 26 emerging markets.

The second quarter started showing signs of a 
V-shape recovery with the third quarter being relatively 
flat, but overall for the nine months ending September, 
the ALSI was still down by 2.5% with the MSCI All-
Country World Index marginally positive at 1.4% in US 
Dollar terms.

What is a V-shape recovery? A sharp (or quick) 
economic decline followed by an equally strong and 
quick recovery which resembles a V-shape.

At present a resurgence in COVID-19 cases in many 
parts of the world is already being seen with new 
restrictions on movement and activity being introduced 
across Europe. Looking forward this can be expected 
to negatively impact our already struggling economy.

Both the South African economy and the global 
economy are struggling at the moment, so how can 
we look for ways to invest that will contribute positively 
to South Africa’s future? We believe it is possible to 
do so whilst still providing members and beneficiaries 
with the best possible investment growth on their 
investments.

Responsible investing
One way that we can do this is by being more 
conscious of where we invest our money, i.e. ultimately 
be a responsible investor. Fund managers invest your 
savings on your behalf, to a large extent, in the form of 
shares or bonds, which support different businesses.

These investments (your investments!) can be a 
driver of change and support responsible businesses. 
This is not only the right thing to do but also ensures 
the sustainability of these businesses for future 
generations.

If this is done correctly it makes each investor a 
responsible owner and ensures the sustainability 
of companies in the future for you and for future 
generations.

Infrastructure investing
A more direct way is to invest in infrastructure 
investments. Old Mutual have been leading the way for 
many years with regard to sustainable investments that 
not only generate long-term returns but also positively 
impact communities via infrastructure projects.

What are infrastructure investments? These are 
investments in infrastructure (e.g. electricity supply, 
roads, housing and ports) which help create a positive 
future for South Africans by enabling the economy to 
work better and create desperately needed jobs.

marKet uPdate

By Dennis Murray, Senior Investment Consultant, Old Mutual.

Dennis Murray

A more direct way is to 

invest in infrastructure 

investments.
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The Old Mutual’s 2020 Responsible Investment 
Report (OLDMUTUALINVEST.COM/INSTITUTIONAL/
RESPONSIBLE-INVESTING) demonstrated that 
the investment in energy supply alone contributed 
to energy provision of which 87% was clean energy 
with a positive impact on climate change. At the same 
time this led to additional job creation and economic 
growth. The total energy produced as a result of these 
investments was over 3.6 Giga Watt hours – the 
equivalent of powering over 1.1 million homes!

This just shows that a well-managed investment into 
renewable energy can both benefit the climate and help 
us be free of load-shedding. These energy projects 
created jobs and led to a more stable electricity supply 
that benefits both businesses and individuals alike.

Infrastructure investments have been in the domestic 
media recently for the wrong reason with fears that 
the government might force investors (specifically 
retirement fund investors) to invest in struggling state-
owned entities such as SAA and Eskom. 

However, Deputy Finance Minister, David Masondo, 
told the National Assembly on 26 August 2020: 
“There is no intention from government to 
oblige retirement funds on how to invest, be it in 
government infrastructure or any other projects or 
investments.”

This is good news and we know that there are  
many infrastructure investments available. We 
believe that if we can create a partnership between 
government and the private sector  
with complete transparency, the resulting 
investments in infrastructure assets and other 
impact investments can result in social and 
economic development.

Ultimately, working collectively, we need to more 
effectively engage with government and the investment 
industry as a whole to find solutions to our economy. 
It all comes down to simply “Doing Good” by seeking 
alternative ways to invest in a way that contributes  
to a positive SA future. 

Some families and children have been devastated by the 
economic effects of the COVID-19 pandemic. At Fairheads 
we are seeing how income from a well administered 
beneficiary fund can help to supplement social grants, 
allowing many households to subsist and finance 
children’s education. That, after all, is why beneficiary 
funds were set up in the first place. So it is back to basics.

Call us to find out more.

For more about our products and services contact David Hurford, 
Director: Marketing and Consulting, on david@fairheads.com or 
021 410 7500

WWW.FAIRHEADS.COM AUTHORISED FINANCIAL SERVICES PROVIDER, FSP NO 18428

Investment in energy supply alone contributed to 
energy provision of which 87% was clean energy.
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By David Hurford, Marketing and Consulting Director

There is no doubt that beneficiary funds have come 
to the fore during the COVID-19 pandemic which has 
led to severe economic hardship for millions of South 
Africans. Stats SA figures released in early October 
showed that more than 2 million jobs were lost in the 
second quarter of 2020.

The economically vulnerable have been particularly 
hard hit. Those who have lost a breadwinner are 
relying on grants and - if they are fortunate - on the 
steady income provided by a well-managed beneficiary 
fund. This can make all the difference to a family, 
helping to boost household income and keeping a roof 
over the family – thus benefitting the minor who may 
be the beneficiary fund member.

In this light, Fairheads recently hosted a webinar 
on beneficiary funds, with a specific focus on the 
Fairheads Umbrella Beneficiary Fund. During this 
session a panel of beneficiary fund trustees answered 
a range of questions from retirement fund trustees, 
consultants and other stakeholders. The panellists 
were Olefile Moea (Chairperson, Fairheads Umbrella 
Beneficiary Fund), Jolly Mokorosi (Independent 
Trustee, Fairheads Umbrella Beneficiary Fund) and 
Giselle Gould (Fairheads Business Development 
Director). Below is a summary of key questions that 
were raised during this session.

Q: How do you track whether the guardian 
is in fact taking care of the beneficiaries, 
particularly where the children are under 10 - 
is there a way to ‘police’ this? 

A: In addition to an annual Home Affairs check, most 
beneficiary fund processes stipulate that every 
guardian or caregiver must undertake an annual 
Proof of Existence (POE) process. This is either 
completed in interview format with staff, or by sworn 
statement. The process involves confirming that 
the guardian or caregiver is alive, the beneficiary 
is alive, and that the beneficiary remains in the 
care of the guardian or caregiver. In addition, the 
beneficiary fund service provider should collect 
information regarding the child’s progress through 
school as well as their general well-being.
This information is matched against the information 
the beneficiary fund has about the beneficiary, and 

any discrepancies are investigated through a fraud 
and forensics department. 

Q: What systems are in place to prevent 
guardians from misusing beneficiaries’ 
money, especially in the case where the 
guardian might have other children to take 
care of? 

A: There is indeed a risk that some guardians may 
abuse funds. This is why best practice is for the 
beneficiary fund to limit the amount of money paid 
out as income to the guardian or caregiver on a 
monthly basis. The majority of assistance that the 
beneficiary fund provides is paid out as capital 
assistance. Every capital request is assessed by 
staff. Safeguards in place should include: 
• Capital is restricted to an annual budget
• Supporting evidence is required for all payments
• Payment is made directly to the service provider 

(school or uniform provider)

Regular communication with the family is the most 
important point in combatting fraud. Information 
from every interaction with guardians and members 
should be used to test for compliance and 
inconsistency. 
Ultimately, where staff have any indication that 
money is being abused (and this includes their ‘gut 
feel’), steps should be taken to investigate and 
rectify the situation.

Q: If the beneficiary passes away, I am right in 
thinking that beneficiary funds are excluded 
from the estate, as it is an approved fund? 

A: Yes, death benefits stemming from retirement funds 
are excluded from the estate of the late member. 
The trustees of the retirement fund will apply 
section 37C of the Pension Funds Act to these 
benefits. Beneficiary funds however are excluded 
from section 37C and are paid to the deceased 
member’s estate.

BenefICIary funds – some 
toP-of-mInd questIons

David Hurford
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Q: Will the benefits in the beneficiary fund (for 
beneficiaries) also be exempt from estate 
duty tax in the hands of the beneficiaries? 

A: Yes, beneficiary funds are tax exempt pension fund 
organisations. 

Q: When you stop payments for beneficiaries 
who have not been in contact with the fund 
for over a year, do you inform them first 
before stopping payments or do you stop 
payments and expect them to contact the 
fund? 

A: Best practice is to communicate extensively with 
guardians and caregivers prior to suspending 
income. Usually, following the income suspension, 
the guardian or caregiver contacts the service 
provider immediately which reinstates the income 
(including back paying of any months which have 
been missed).

Q: With the age of majority being 18, and 
members often being still at school at that 
age and not yet financially sophisticated, how 
does the beneficiary fund respond regarding 
payment of a lumpsum when the member 
turns 18?

A: The short answer is that once a member reaches 
the age of majority, they have a legal right to the 
money held in the beneficiary fund.
The slightly longer answer however is that the 
trustees of the fund must exercise their discretion 
as to whether it is in the best interest of the member 
to pay out the benefit. They cannot simply adopt a 
standard position on this, but must exercise their 
discretion with due care.
This discretion sits with both the transferring fund 
trustees when considering the mode of payment 
for a major dependent, as well as the beneficiary 
fund trustees when considering the termination of a 
member upon reaching the age of majority.

Q: How do you set up a beneficiary fund for 
mentally incapacitated individuals which 
could include older people, not just minors?

A: There are many cases of major members who are 
suffering under some legal disability. It is firstly 
important for the beneficiary fund to understand the 
extent of the disability so that they can customise 
the approach.

For example, some disabled members are  
able to operate a bank account for day to day 
expenses but are unable to deal with larger 
financial decisions.
Service providers will work with social workers, the 
family, government institutions and NGOs to find 
a way to meet the member’s needs. The trustees 
will assess each case and approve claims as and 
when required. 

Q: What is the process in respect of unallocated 
funds ?

A: Beneficiary funds applying best practice should 
have a robust unallocated funds procedure which 
is monitored daily with swift turnaround time for the 
establishment of a member sub-account.
As soon as a deposit is made to the fund’s bank 
account, it is matched against the member 
applications received. Where a member application 
has not been received, a process should be 
followed to identify the source of deposit and 
contacting them. If no progress is made on 
allocating the deposit (for example after three 
months), the funds are returned to the source.
The industry is becoming increasingly concerned 
about the length of time it takes for money to reach 
dependents following the death of a loved one. In 
fact, analysis on the time between the death of the 
retirement fund member and the establishment 
of the member sub-account has revealed some 
alarming statistics – some funds take on average 
three years to complete their investigation and 
distribute the benefits, which is well in excess of the 
12 months prescribed period. 

Q: How do you deal with a beneficiary that is 
now housed at an NGO Care Centre due 
to circumstances, but the guardian is still 
receiving the income? 

A: Where the beneficiary fund trustees become aware 
the member is no longer in the care of the guardian, 
they engage with them to understand what the 
child’s circumstances are. In some cases, it 
remains appropriate to continue to pay the guardian 
the monthly income as they may be looking after 
the day to day needs of the child. In other cases, 
it is more appropriate to suspend the income 
payment and deal directly with the NGO to pay any 
amounts that are due. 

YES, beneficiary funds are tax exempt 
pension fund organisations
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KPIs In the retIrement fund Industry
By Olefile Moea, Communications Director

It is common nowadays for businesses to have set in 
place key performance indicators (KPIs) as a way of 
monitoring and measuring performance and success.

However, it is crucial to select the correct KPIs – there 
is no point in a KPI that does not relate to your clients’ 
experience in interacting with your business. In other 
words, ask yourself “how would my clients rate me on 
the outcome of this KPI?” – and then select the KPIs 
with client-centricity top of mind.

It also makes sense to my mind not to implement too 
many KPIs. Keep it simple. As yourself: What is my 
purpose? And then how can I measure it?

Retirement funds and administrators need KPIs alike
In the retirement fund industry, it is important both for 
retirement funds and their administrators to set up their 
respective KPIs. The KPIs of the administrator and the 
retirement fund can echo, complement and enhance 
each other.

For example, for the beneficiary funds we administer at 
Fairheads Benefit Services the heart of what we do is to 
set up accounts for beneficiaries in order to get funds to 
them soonest. We measure this as a KPI known as our 
income servicing rate, in other words how many people 
are we paying that should be paid. We monitor this 
closely and set a high target of 95%, which we report 
back to boards of trustees.

However, this KPI needs to be complemented at the 
retirement fund level too. There is often a disconnect 
between our ability to get funds swiftly to beneficiaries 
only for the beneficiary to be frustrated and impacted 
by the time taken by retirement fund trustees to identify 
dependants and make benefit allocations. 

Another KPI that retirement funds could implement 
is to measure how many nomination forms are 
updated annually. This in turn would depend on 

successful reminders to members to complete 
nominations forms, update them annually, and explain 
the options open to them, including the possibility to 
choose a beneficiary fund.

Member communication has always been important 
and even more so now with a legislative framework that 
includes Treat Customers Fairly. Funds could measure 
their rate of interaction with clients, for example how 
many times do you actually speak to each individual 
member? Also, do you offer basic financial coaching to 
explain the various plan options available?

Further, funds could also measure their average 
contribution rate. If this increases, it could indicate 
members are happy with service levels – again client-
centricity should lead the way.

Objective statistics
The key is also to make KPIs objective and based on 
measurable statistics. For example at Fairheads we 
also measure overdue termination rates which means 
we check why it may have taken some time to pay 
out a member on reaching majority. Reasons could 
include that a member has not yet applied for an ID or 
opened a bank account. We aim to keep our overdue 
termination rate at 5% and so in order to keep this low, 
we endeavour to educate our members about such 
matters well in advance of them turning 18.

All our KPIs are reported on a quarterly basis to the board 
of trustees of the beneficiary fund. This should be done 
too by the retirement fund to its own board of trustees.

And so I encourage you to think hard about your KPI’s. 
Are they simple, measurable and are they tailored 
to members’ needs? If not, you should consider 
recalibrating them.

This article is one of a series by Fairheads published on 
EBnet’s ADMINISTRATOR’S CORNER

https://www.ebnet.co.za/administrator-s-corner



