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Beneficiary funds: A piece of the
social security puzzle
By David Hurford, Chief Executive Officer
The Boards of Trustees of beneficiary funds (and
umbrella trusts) have a fiduciary duty to trace and
allocate Section 37C death benefits in a responsible
manner to the dependants of deceased retirement fund
members. Once funds have been paid to the beneficiary
fund, the Trustees of the beneficiary fund take over the
fiduciary role, and it is they who in their discretion must
decide how to best distribute funds in the interest of the
member (most often a minor dependant).
Based on research conducted by Fairheads Benefit
Services, this article seeks to provide guidance to both

the Trustees of retirement funds and the Trustees of
beneficiary funds on the distribution of benefits once
they are in a beneficiary fund. I use as an example
the best practice of Fairheads’ sponsored beneficiary
fund (“the Fund”) whose rules state that the Board
must use its discretion to distribute benefits for the
“Education, maintenance, advancement and wellbeing” of the member.
In doing this, it is often challenging for Trustees to
know how to optimally distribute the benefits between
regular income payments, capital adhoc payments

“Education, maintenance, advancement
and well-being” of the member
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and termination payments so that the child gets the
best possible benefit from the money.

BACKGROUND

The distribution of funds for beneficiary funds is
constrained by the available benefit and the investment
time horizon of the member. Because assets in the
fund are not pooled, each member is eligible to receive
only their benefit.
In the early days of beneficiary funds (and umbrella
trusts), distribution of regular income was capped
at the income derived from the investments, that
is the interest and dividends. More recently, it has
been acknowledged that the income derived from
investments is only a part of the total investment
return, and that capital growth should also be
considered. For this reason, investment models
have been adapted to allow more of the benefit to be
invested in higher growth assets, thereby improving
the return profile for the member. Regular income
payments are not limited to investment income
received, but can come from redemption of capital
when necessary.
Clearly, the more that is distributed by way of regular
income payments and capital adhoc requests, the
less will be available as a final termination payment
to which the member is entitled, once they turn 18.
Time value of money also plays a role in this, because
the early withdrawal of capital will leave less capital
available to accumulate investment returns.

THE CURRENT DISTRIBUTION MODEL
Benefits are distributed by way of
• Regular income payments
• Capital adhoc payments
• Termination payments.

Beneficiary funds should, as our Fund does, have
an approved Regular Income Policy which sets
out how income is to be treated. This can be a fixed
amount nominated by the paying fund, capitalised
as nominated by the paying fund, reinvested
as nominated by the guardian or caregiver - or
Fairheads’ internally developed model can apply.
The Fairheads’ model is an amount equal to 5% of
the capital introduced, per annum, to be paid in the
frequency nominated by the guardian or caregiver,
subject to a minimum of R460 per month. The figure
of R460 per month is aligned to the Child Care Grant
paid by the State.

The guardian or caregiver can at any time request
a change to the regular income. If a reduction is
requested, the notional capital budget (see below) will
be increased. If an increase is requested and approved
by the Board of Trustees, the notional capital budget
will be reduced.
They should also have an approved Capital Adhoc
Distribution Policy which sets out the types of
payments, and the limits of those payments, which can
be paid by the Administrator without reference to the
Board of Trustees.
An integral part of our policy is the Notional Capital
Budget Model, which sets limits to the amount that
can be drawn per annum. It is designed to help
planning and budgeting so that the benefit lasts until
the child completes schooling.

It is designed to help
planning and budgeting
so that the benefit
lasts until the child
completes schooling.
The model makes assumptions about investment
returns and inflation1, and sets a notional capital
budget per annum, such that
• The capital budget can be increased by CPI
each year;
• Income can be increased by CPI each year;
• The terminated benefit is equal to 30% of the
amount introduced; and
• The balancing item in the model is the first
capital adhoc allocated payment.
Note that the Notional Capital Budget does not
automatically get disbursed, but rather sets the limit
that can be drawn by the guardian on an annual basis
if required.
Analysis of terminated members since 2009 with an
eight-year horizon reveals that on average the total

1 Investment returns assumed at 6% per annum net of all costs, CPI assumed at 5% per annum
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benefit was distributed in the proportion 35%
income: 21% capital adhoc : 45% lump-sum termination
benefit. Note that on average, 132% of capital first
introduced was distributed to these members (the
additional 32% being the investment return).

MINIMUM INCOME POLICY

As mentioned, the Minimum Income Policy was
implemented to avoid small amounts of money being
paid out to members on a regular basis, because
typically small amounts would be eroded by the costs
associated with accessing it (banking fees, transport
fees etc). In setting the Minimum Income amount, the
Board considered that aligning it to the Childcare
Grant was a practical and logical approach. It should
be noted that to support a minimum income of R460
per month without erosion2, a member must have
capital of around R92 0003.
54% of members in the Fund are currently receiving
the Minimum Income amount of R460 (or below as
nominated by themselves or the paying fund).

•
•
•

The cost of providing a child with their basic
nutritional needs
Other social assistance grants available
Supplementary household income and ability (and
willingness) of the guardian or caregiver to cover
some of these costs.

THE COST

The Household Affordability Index5 published monthly
by the Pietermaritzburg Economic Justice & Dignity
Group (PMBEJD) sets out the average cost of
providing a child with a basic nutritious diet per month.
For August 2021, this was determined as being:
Figure 1 -The average cost of feeding a child

Average cost of feeding a child a basic nutritious diet
per month in August 2021
Small child aged 3-9 years

R656.53

Small child aged 10-13 years

R714.80

Small child aged 14-18 years

R758.89

Small child aged 14-18 years

R858.98

Average for all children

R747.30

All this is well and good, however the time may have
come to reconsider the way in which the Fund pays out
income, particularly in setting the amount of minimum
income.
As a guiding principle, the Board of the Fund
recognises the need to ensure that as far as possible
children should have access to:4
• Three meals a day
• Toiletries to be able to wash every day
• A visit to the doctor when ill and access when required
• Medicines
• Fees, uniform and equipment required for school
• Sufficient clothing to keep warm and dry
Points 3 to 6 above are sufficiently addressed in the
Capital Adhoc Policy. Therefore, Regular Income
Payments should be structured to address points 1
and 2.
In considering the minimum regular income to pay, it
is desirable to pay enough to meet the basic needs
described above, but not more than is required given
the erosion of benefit which would occur. It is therefore
necessary to balance a number of items to achieve the
optimal outcome. Some of these are:
2 Erosion refers to drawing down on the benefit at a greater rate than investment returns replenish the benefit and can result in the member terminating
with a lower lump sum benefit than what they started with, or they may run out of funds before they reach the age of majority.
3 Investment returns assumed at 6% per annum net of all costs. R460 x 12 = R5 520 per annum
4 Barnes, H., Hall, K., Sambu, W., Wright, G., Zembe-Mkabile, W. (2017) Policy_Brief_Review of research evidence on child poverty in South Africa.pdf
(uct.ac.za)
5 August-2021-Household-Affordability-Index-PMBEJD_24082021.pdf
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The cost of feeding a family a basic nutritious diet per
month, including household domestic and personal
hygiene products6, was determined as being:

•

Figure 2 – The cost of feeding a family

•

Cost of feeding a family a basic nutritious
diet per mouth
Household size with 4 members

R2 930.93

Household size with 5 members

R3 704.00

Household size with 7 members

R5 119.42

In August 2021, families with 7 members underspent on basic
nutritious food by a minimum of 17% (-R878.31)

At last count, 60% of guardians and caregivers were
registered as being recipients of the Child Care
Grant which implies that their household income is
below R4 400 per month.
54% of members have benefits below what can
support a minimum income of R460 per month
without erosion, that is R92 000.

In summary, we recognise the need for the guardian
or caregiver to receive sufficient monthly income from
all available sources to be able to provide for the basic
wellbeing needs of the child.

SOCIAL GRANTS

We also recognise that paying out too much in regular
payments erodes the benefit and reduces the amount
available for capital assistance needs and the final
termination amount payable.

•

As a result, the regular income payments must be set
at the optimal level so that the total income received by
the guardian or caregiver is sufficient to meet the basic
wellbeing needs of the child, but not more where the
benefits will be eroded.

The South African Government provides a monthly
grant, currently R460, for the care of children. To be
eligible for the Child Care Grant, the applicant must:

•
•

Be the child’s primary caregiver (e.g. parent,
grandparent or a child over 16 heading a family)
Be a South African citizen or permanent resident
Not earn more than R52 800 per year (single
income household) or R105 600 per year (double
income household).

THE CHILD MUST:

•
•
•

be under the age of 18 years
not be cared for in a state institution
live with the primary caregiver who is not paid to
look after the child.

Both the applicant and the child must live in South
Africa.
Efforts to collaborate with SASSA have been difficult,
with the last cross-reference of data held by Fairheads
and SASSA being done in 2014. At that time, around
60% of Fairheads’ guardians or caregivers were
registered as being in receipt of the Child Care Grant.

SUPPLEMENTARY HOUSEHOLD INCOME

Supplementary household income must be
considered in the recommendations so as not to
erode member benefits and deprive them of access
to further utility in the form of capital adhoc assistance
and termination benefit.
Simply put, where the guardian or caregiver can afford
to provide for the wellbeing needs of the child, the
fund credit should be preserved as far as possible
and made available in the form of capital assistance
payments and final termination benefit.
6 Household domestic and personal hygiene products for
a family of four was determined as R748.10
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Research suggests that the basic wellbeing needs of the
child are per Figure 1, or on average R750 per month.
Those families earning less than R4 400 per month
(single income) or R8 800 per month (dual income)
are eligible to receive the Child Care Grant, subject to
meeting the other criteria as specified.
It is now up to us to harness all the resources at our
disposal to ensure that every child under our care
is able to have their basic needs met. To this end,
we will work with all stakeholders to reach this goal,
including the paying fund, guardian and caregivers and
government agencies.
The bottom line is we need to do what we can
collectively do to make sure that children have
enough to eat.

CEO message
Gradually - but so far steadily - it would appear
that communities and companies are returning to a
semblance of normality in a world where we will
learn to live with variations of the pandemic.
Fairheads’ business is to protect the assets of some
of the most vulnerable individuals in South Africa, in
particular to help ensure they receive an education.
Many of our members have not had access to Wi-Fi
during lockdowns, with a hugely negative effect on
their education and so we truly hope that the return
to ‘normal’ continues so that children can return
to school.
I am pleased to report that we have had a very
productive period, with a key milestone being the
completion of the transfer of Nedbank Beneficiary
Fund to Fairheads in Q3/Q4 of 2021. This makes our
sponsored fund, the Fairheads Umbrella Beneficiary
Fund, not only the oldest beneficiary fund in the
country, but now also the largest beneficiary fund in
terms of assets and members. While no such business
transfer of this magnitude comes without some bumps,
I am pleased to say that our new members and staff
are settling in comfortably.
This is the 50th issue of Fairheads Times. We are
proud to have reached this milestone. We have always
striven to lead the debate around industry issues,
and to educate and inform readers. If you have any
feedback or would like to receive any back issues
of Fairheads Times please do contact me at
david@fairheads.com.

LET’S

David Hurford

In this particular issue we deal with some highly
significant topics which will shape the year ahead
and form a large part of our initiatives. Articles include
the role beneficiary funds play in the social security
landscape in South Africa; the use of umbrella trusts in
intergenerational wealth preservation; and important
questions about what clients want to know about
beneficiary funds. Listening to what clients need is
vital, and feedback from our consultants team helps to
shape our communication strategy going forward.
I hope you enjoy the read.
David Hurford
Chief Executive Officer

EDUCATE THE NEXT GENERATION!
Beneficiary funds, with their strong governance, strict regulatory
supervision and boards of trustees who protect members’ money, are
the ideal way to ensure children get an education.
In Fairheads’ experience, around 80% of the money in beneficiary
funds administered by us are used to pay for children’s education.
The tax advantages offered by beneficiary funds are unparalleled,
even 18-year olds can leave their funds in the beneficiary fund and
continue to benefit from the tax advantages and good returns offered
by this uniquely South African financial product.
Talk to Fairheads, Southern Africa’s leading independent service
provider for beneficiary funds and umbrella trusts for retirement funds.
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When the regulator stands in the
way of good client service
By Louis van Vuren, CEO of the Fiduciary Institute
of Southern Africa (FISA)

FISA members have contact with the Master mainly
in relation to deceased estates and trusts in their
various forms. The two graphs below illustrate the
growing levels of dissatisfaction with service levels.

THE ROLE OF THE MASTER

The Master’s oversight over deceased estates
encompasses, amongst others, the following:

•
•
•
•
•

Louis van Vuren

The time is ripe for serious and consistent
interventions to ensure that the offices of the Master of
the High Court fulfil their regulatory functions timeously
and consistently. The service levels and turn-around
times of this function over the last two years cannot be
allowed to continue or become the norm.
The Master is charged with oversight over the activities
of executors in deceased estates, curators bonis for
minors and mentally incapacitated individuals, trustees
in insolvent estates, liquidators of insolvent companies
and, to a lesser extent, trustees in court order-,
testamentary- and inter vivos trusts. The latter includes
umbrella trusts.
The Fiduciary Institute of Southern Africa (FISA) is
committed to play a constructive role in smoothing
processes and liaise with the Master wherever and
whenever it is possible. Success in this endeavour is,
however, inconsistent.

Success in this endeavour
is, however, inconsistent
6
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•
•

Receipt of all documents purporting to be a will of a
deceased person, as well as a preliminary inventory
of all the deceased’s property;
Determining which document is the last validly
executed will of the deceased;
Appointing the executor and issuing letters of
executorship to the person nominated in the last
will, or after consultation with the relatives of the
deceased in case of an intestate death;
Demanding security from the executor in appropriate
cases;
Receipt and checking of the liquidation and
distribution account (L&D) drafted and lodged by the
executor;
Granting permission to the executor to advertise
the L&D in the Government Gazette and a local
newspaper; and
Ensuring that distribution of the deceased’s property
was done in accordance with the will or the rules of
intestate succession, as the case may be.

Issues reported by Master’s Office

THE MASTER’S OVERSIGHT OVER
TRUSTS IS MUCH MORE LIMITED:

•
•
•
•
•
•

Receiving and registering the trust instrument i.e.
the will, deed, or court order;
Authorising (not appointing) the trustees to act
as such;
Demanding security from the trustee(s) in
appropriate cases;
Appointing an additional trustee(s) when needed;
Demanding an account from the trustee(s) about the
management and/or distribution of trust property;
Removing a trustee(s) in certain limited
circumstances.

Delays and mistakes in the exercising of these
functions can have devastating consequences for
the family of a deceased person, the beneficiaries
or creditors of a trust or deceased estate and the
economy in general. Funds tied up in deceased
estates cannot be put to productive economic use by
beneficiaries and creditors.
The executor in a deceased estate cannot do much
work in the administration of the estate before receipt
of the letters of executorship (LEs). Any delay in the
issuing of the LEs means that the executor cannot
take charge of the property in the deceased estate as
required by law, and is hamstrung when it comes to
safeguarding the property against unscrupulous family
members, theft and damage. Delays of more than six
months in the issuing of LEs are not unknown.
Due to instances of incorrectly issued, fraudulent,
or forged LEs, financial institutions started to rely
on the Master’s web portal to verify the identity of
the appointed executor. This became impossible
during a six-week period in late 2021 when the
Department of Justice suffered a malware attack on
its IT systems. This meant that banks were not willing
to issue certificates of balance on accounts held by
the deceased before death or deal in any other way

with the executor who submitted perfectly valid and
properly issued LEs.
Letters of authority (LAs) are issued by the Master
to authorise the trustee(s) in a trust to act as such.
Although trustees are appointed in the trust instrument,
they cannot act as such until authorised by the Master
under section 6 of the Trust Property Control Act, 1988
(refer to the court case: Lupacchini v Minister of Safety
and Security [2010] ZASCA 108). Delays in the issuing
of LAs are unfortunately not uncommon, sometimes
also by more than six months.
If a trustee resigns or dies and the trust is left with less
than the minimum number of trustees as required by
the trust instrument, actions by the remaining trustees
are void. This also applies to the resignation or death
of a nominee of a corporate trustee. The remaining
trustee(s) are incapacitated until new LAs containing
the new nominee’s name are issued (Joubert and
Others v Joubert and Others [2019] ZAWCHC 56).
This could mean that a trust could suffer serious
financial hardship e.g. if the trust has to undertake a
transaction to protect or benefit the trust property.
FISA members have logged their service complaints
where delays or other service problems have occurred
since May 2018. Covid-19 obviously exacerbated the
service delivery constraints, but the problems did not
start with the beginning of the pandemic. It seems
that a lack of training and experience, coupled with
a lack of consequence management, a shortage of
managerial skills and a lack of a positive attitude in
some cases severely hamper attempts to improve the
Master’s service levels.
There are however pockets of good service and
commitment. Instances are known where employees in
certain Master’s Offices have used their own data during
office closures due to Covid-19 to work from home.

FISA Members’ ratings of Masters’ service levels
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1= Extremely poor; 5 = Excellent
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FAQs – Eight top things
clients want to know
By Yvonne Makwela, Consulting Manager
The Fairheads Consulting Team provide the vital link
between the corporate client (the Board of Trustees
of the retirement fund and HR) as well as the member
(the beneficiary dependant of the deceased retirement
fund member).
Yvonne Makwela

We thought it would be useful to Fairheads Times
readers to know the most commonly asked questions
by trustees/consultants/clients as a way of explaining
what it is that the Consulting Team do in maintaining
and strengthening this link between the retirement fund
and the beneficiary fund or umbrella trust member.

1

What are your administration fees and
investment fees and returns?
This is always one of the first questions asked
by our corporarte clients, and our approach is to
be completely transparent and help the trustees
understand the cost of the beneficiary fund. In fact,
we take it a step further by providing our own internal
analysis to them which uses the Effective Annual
Cost (EAC) measure developed by ASISA to compare
different service providers on a like for like basis.
What this analysis shows is that Fairheads may not be
the cheapest product in the market, we are certainly
not the most expensive, especially when considering
the total cost of the fund, including investment fees.

We believe the EAC approach is the best way to help
our clients understand the cost side of the equation
and then spend more time on what we believe is
the most important – interrogating whether the fund
provides the level of care and professionalism so
desparately needed by the members of the
beneficiary fund.

2

How long do you take to set up an account?
Once we have received the funds and done all
the necessary compliance checks, it takes a mere five
days for us to set up a member account. We are an
Accountable Institution under the Financial Intelligence
Centre (FIC) and so must perform rigorous FICA
and other compliance checks. We do all this with
the utmost haste because we know there is a family
waiting, often for many months for the retirement fund
trustees to reach a determination decision, to receive
financial support.

8
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We generally make the first payment by the 28th of
each month, which allows the guardian to get over the
month-end hurdle.

3

Can you guarantee that funds will last till
age 18?
The length of time that the money will last in the
beneficiary fund is dependent on how it is utilised
while in the fund. The Board of Trustees must carefully
balance the immediate wellbeing and educational
needs of the child with the longer term preservation
of funds. So while the returns in the beneficiary fund
are not guaranteed, we use sophisticated models to
calculate how much can be used for the child’s upkeep
so that the money is stretched as far as possible.

4

Can you increase the monthly amount paid?
It is possible to increase the regular income,
however we must take care to examine and explain
the impact that this will have on the amount available
for adhoc capital requests, as well as the longer
term impact on the amount available when the child
turns 18.
Often, through our consultations with the guardian or
caregiver we can reach agreement not to increase the
regular income amount, but rather increase the annual
capital budget that is available each year. Again, it is
critical that we take the time to understand the needs
of the child and act accordingly.

5

How do you communicate with members and
how accessible are you to them?
Proper communication with our guardians and
caregivers is key to our ability to successfully
administer the child’s benefits. The relationship
between them and Fairheads is akin to a partnership,
which requires a deep understanding of each other’s
needs, and complete clarity around each other’s
expectations.

Proper communication with our guardians and
caregivers is key to our ability to successfully
administer the child’s benefits
Too often, we receive benefits for a child whose family
have little or no idea of who Fairheads is and why the
money has been placed with us. Our first role therefore
is to build trust with them, so that they understand that
our role is always to act in the best interest of the child.
We do this primarily through active dialogue with them,
starting with our initial consultation call. We spend time
with them to explain who we are, how they can access
our services and what they can use the money for. We
also spend time with them explaining our processes,
particularly the annual Proof of Existence (POE)
process which ensures that we maintain proper contact
with them and are informed of the child’s progress.
Feedback we get leads us to believe we are ahead of
our peers in various communication channels:
• We offer all 11 official languages in our contact
centre, as well as Portuguese. Our contact centre is
both inbound and outbound, meaning that if a caller
has no airtime, we will call them back.
• We have walk-in centres where face-to-face contact
makes all the difference.
• We will be resuming our ever-popular guardian
roadshows in both urban and rural areas as and
when COVID rules allow increased activity.
• The same with our field agent programme, where our
team of field agents visit members’ homes in person.

8

What about tracing?
This is a very important question. Clients are
reassured that we set up our own stand-alone tracing
team some years back which has had a high success
rate. We also support micro-enterprise development
through employing people in specific regions to
conduct tracing on our behalf.
Most gratifying of all however is the fact that – apart
from historical cases – the need for tracing among
our member base has reduced significantly. This is
because our communication process is strong, detailed
and entrenched from the very first time we make
contact with the guardian/caregiver. They therefore
know how important the POE is and the need to stay
in touch. From our side, the guardian roadshows and
field agents programme work powerfully to fill in any
possible gaps.
In conclusion, it should be clear from the above that
our clients take the future care of our members very
seriously. They recognise the value that a deceased
employee added to their business and make it their
business to see that the dependants are well cared
for. We go out of our way to care for our members and
demonstrate this to our clients.

6

What about report-backs to retirement fund
Boards of Trustees?
The type of reporting we provide to our corporate
clients is largely driven by their needs. We are able to
cater for a range of information flows, from monthly or
quarterly reports, presentations or workshops.
We have always acknowledged that while there is no
legal requirement to provide this reporting, we believe
that there is a moral obligation to do so.

7

What training can you provide?
Again, here we will tailor any training to the needs
of the client. This could relate to product training on our
funds or also on our unclaimed benefits fund. Some
clients also like to discuss S37C allocations with us.
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What will the
New Normal look like?
By Aldrin Links, HR Director
It has been nearly two years since Covid-19 rocked the
world to its core, significantly impacting people’s lives
and livelihoods. In particular, the world of work we were
accustomed to, has seen some significant challenges.
Consequently, many organisations had to adapt in
order to survive the turbulence of very uncertain times.
Given the outlook of Covid being part of our lives for
the foreseeable future, and considering that in South
Africa we can now operate with minimal restrictions, the
time has come for organisations to transition into more
consistent and predictable work patterns, therefore
settling into what would constitute their “New Normal”.
The journey to “normality”, shifting from surviving to
thriving, will certainly be an interesting one. Navigating
between how organisations operated pre-Covid,
lessons learned during the pandemic, and figuring
out what best practices will work post-pandemic, will
certainly impact the way organisations operate and
define their new normal.

Aldrin Links

•

The journey to
“normality “, shifting
from surviving to
thriving, will certainly
be an interesting one
Here are some points and issues that would need to
be considered / addressed:
• Any decisions on work practices should be
carefully considered and based on a collaborative
consultation and input from all relevant
stakeholders. Factors that need to be taken into
account are operational and client needs.
• How do you balance the requirements for
workplace presence with the freedom of remote
work (WFH)? Should all people return to work?

10
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•

Should only some, with others working “hybrid”
and others continuing to WFH? If some people are
allowed to continue to WFH, how would HR handle
possible resentment from those employees who
need to be in the office in person (again driven
by operational or client needs)? The decisions
companies make in this regard will also have
potential impact on office space requirements and
workplace design.
How does one best maintain and promote
occupational health and safety? Of course there
are the usual practices of masks, social distancing
and frequent sanitisation/washing of hands.
How will the company handle the very sensitive
matter of mandatory versus voluntary vaccination
requirements and how will this impact on corporate
culture and staff morale? What is important is that
if a company adopts a flexible strategy around
vaccination, this needs to be one that will sustain
the dignity of all their employees.
The importance of “social capital” is gaining
traction in the workplace. In essence this refers
to the levels of goodwill, collective commitment,
positive feelings, warmth, appreciation, optimism,
etc, which are derived from social interactions and
relationships. Companies will definitely seek to
maximise their social capital by putting the proper
measures in place.

Quite a few companies have already defined their
“New Normal” and developed workplace policies, such
as requiring employees to be in the office three days a
week and to be vaccinated.
What is clear is that the coming few months will be a
time of careful discerning, collaboration and finding
our feet, with each company having a unique set of
requirements that will help determine what their “New
Normal” will look like.

Umbrella trusts obviate
the need to register
a new trust deed
By Eric Sopeni, Consultant
Stand-alone trusts are generally expensive for the
man in the street as fees are payable to the trust
company as well as to investment managers. Many
fiduciary practitioners, including lawyers, may find the
administration of a single trust burdensome, and this
is exacerbated by the backlog in the Master’s Office
where the trust deed needs to be registered.
An umbrella trust can help ease this burden. In such
a vehicle, one trust deed is set up and sub-trusts are
created under the umbrella, overseen by a Board of
Trustees. The costs of running the trust are shared
by all the beneficiaries, creating economies of scale.
Institutional investment fees would also apply to
umbrella trusts.
Mirroring the industry trend to umbrella funds, some
years ago Fairheads created a Legacy Trust product
which has been structured as a cost-effective,
professionally administered umbrella trust to safeguard
assets on behalf of beneficiaries. The product is based
on Fairheads’ experience in trusteeship for over 95
years. Administration is proactive and efficient and
investments are managed externally by some of SA’s
largest and most prestigious asset managers.
Advantages of the umbrella trust arrangement
include:
• No need to register a trust deed
• Access to funds from day one
• No need to appoint trustees
• A simple process in place
• Reduced costs when compared to a stand-alone trust
• Transparency on costs
• Peace of mind that funds are safely invested with
best-of-breed investment managers.

Eric Sopeni

We are finding that small law firms in particular are
interested in our Legacy Trust. You can visit the
Fairheads website at www.fairheads.com to find out
more, including the sources from which the Trust can
accept funds.
It is critically important for estate planners to
understand the benefits of an umbrella trust, so that
they can weigh up whether or not it may be suitable for
the client’s needs.

CASE STUDY

Here is an example of one of clients who has made
good use of our umbrella trust.
The guardian of a minor beneficiary needed expert
assistance in setting up a R5 million trust. He is the
owner of several businesses in KwaZulu-Natal and
had a choice to register a trust but opted for an
umbrella trust because he did not have the time
to attend to the paperwork. In addition, the cost of
running the private trust would have been more on
account of the legal and other fees involved. This client
has also added the umbrella trust to his Will in case
something happens to him.

It is critically important for
estate planners to understand the
benefits of an umbrella trust
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WE ACT
RESPECTFULLY,
DOING THE
RIGHT THING
FOR THE RIGHT
REASON TO
ENSURE OUR
CLIENTS ARE
SAFE WITH US
• That means we are driven to be the best at

• It means we share openly with our industry,

• It also means that we are fiercely

• It means we are thought leaders in the

what we do. Not necessarily to win awards,
or to be the biggest, but so that we know that
every decision we make improves the lives of
the children whose care has been entrusted
to us.
independent. When we choose investment
managers, we choose those which we believe
will deliver the best returns rather than
those who will benefit our bottom line. Our
Beneficiary Fund is the only commercially
sponsored beneficiary fund having no
association with the investment managers.

• It means we challenge ourselves to be the

best we can be. We have set in place and
measure ourselves against specific success
measures.

knowing that other service providers follow
in our footsteps but satisfied that member
outcomes are improved. We break new
ground constantly, setting the pace for
improvements.
beneficiary fund space. We live, eat and
breathe beneficiary funds because our
members’ lives depend on it.

• It means we are passionate about our

governance and compliance. Not just as a
tick box exercise, but because it keeps us
accountable to those we serve.

• It means we carry a great responsibility to

keep protecting, serving and fighting for those
who need us most.

• It means that our integrity and ethics are our
lifeblood. We live the spirit of legislation, we
don’t just follow the letter of the law.

Southern Africa’s leading independent administrator and service provider to
the retirement and fiduciary industries

CONTACT A FAIRHEADS CONSULTANT if you would like to discuss any of our products or services. Email: consulting@fairheads.com

CAPE TOWN Tel: 021 410 7500 • Address: 15th Floor, 2 Long St.
BRAAMFONTEIN Tel: 010 005 5290/1/2/3 • Address: 26 Ameshoff St.
DURBAN Tel: 031 368 9260 • Address: 22nd Floor, Office no. 2217, Embassy Building
199 Anton Lembede)
FAIRHEADS CLIENT CONTACT CENTRE
0860 102 919 (Share call) • Email: queries@fairheads.com
Facebook: @fairheadsbenefitservices • www.fairheads.com

Authorised Financial Services Provider FSP 18428

