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BY RENEILWE MTHELEBOFU, 
COMMUNICATIONS AND 
LANGUAGE SERVICES, FSCA

Earlier this  year  Directive  8  
which speaks of prohibition on  

the acceptance of gratification has 
garnered  a  lot  of  attention  in  the 
retirement funds industry. From the 
viewpoint of industry participants, 
this attention has  possibly  been 
caused by the extensive breadth of 
its  scope  and  the  possible  impact 
on  officials  and  service  providers 
involved with commercially 
sponsored  funds.  As a result of 
concerns, the context and thinking 
behind the directive, issued to 
combat and prevent corruption 
and corrupt activities, has  been  a  
subject  of debate amongst industry 
participants.

The directive presents an extensive 
overview of what the   Registrar 
of Pension Funds views as 
gratifications. These include money, 
whether in cash or otherwise; any 
donation, gift, loan, fee, reward, 
valuable security, property or interest 
in property of any description, 
whether movable or immovable or 
any other similar advantage; any 
forbearance to demand any money or 
money’s worth or valuable thing; and 
any payment, release, discharge or 
liquidation of any loan, obligation or 
other liability, whether in whole or in 
part among other gratifications.

The directive is based on the general 
principle that a board member, 
principal officer, employee of a 
retirement fund, auditor, valuator, 
administrator, employee of an 
administrator, or service provider 
to a retirement fund should not be 
involved in any conduct constituting 
corruption or corrupt activities. 
Any such involvement will have 
a bearing on such persons’ fitness 
and propriety to hold office and/or 
to provide a service. The conditions 
in the directive were prescribed in 
order to aid in the combatting and 
prevention of corruption and corrupt 
activities.

It was issued as part of the 
FSCAs continuous and enhanced 
supervisory approach to ensuring 
that retirement funds are properly 
managed and that trustees are 
not unduly influenced.  According 
to Olano Makhubela, Divisional 
Executive for Retirement Funds at 
FSCA, the aim of the directive is to 
prescribe conditions to combat and 
prevent potential corrupt activities. 
He also noted that gifts could be seen 
as attempted bribes. “Such excessive 
influence and conduct could impair 
trustees’ ability to objectively assess 
service providers and the true value 
they offer to retirement funds,” he 
says.

 

During the FSCAs regulatory update 
session   at   the   recent    Institute 
of Retirement Fund Association 
Conference, delegates were 
encouraged to approach regulation 
positively, and, when criticising, their 
criticism of regulation should be 
based on facts and ethical grounding. 
The positive point of Directive 8 is 
that trustees can now understand 
what is required of them. Directive 
8 was intended by the FSCA to be 
a proactive measure to prevent 
corruption and corrupt activities. 
“Ethical behaviour by trustees and 
principal officers is an integral part 
of the theme of this conference 
and majority of the speakers at this 
conference said something that is 
related to ethical behaviour,” said 
Naheem Essop, from the FSCA.

“Trustees and  principal  officers 
are leaders in their own right and 
they  make  decisions  on   behalf 
of members, so leaders have the 
responsibility to act ethically and are 
required to  conduct  themselves  in 
a manner which is consistent with 
putting the needs of members above 
their own,” said Essop.
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The Pensions Fund Adjudicator, 
Muvhango Lukhaimane, said 
that Directive   8 cannot exist 
independently of governance 
processes, and that people should 
raise their hands when something 
does not look right. “I was 
disappointed when I saw people 
require something like this, but 
after seeing what I have seen, I do 
know that Directive 8 is required; the 
thing now is to look around for the 
enforcement and oversight of it, so 
that people know you are watching,” 
said Lukhaimane. 

According to the directive, board 
members, principal officers, deputy 
principal officers, employees of 
retirement funds, auditors, valuators, 
administrators, employees of 
administrators and service providers 
to retirement funds are also directed 
to report or disclose to the Registrar 
any breach or attempted breach of 
this directive immediately upon 
becoming aware of it and are referred 
to Information Circular 1 of 2018 for 
guidance on how to report or to make 
a disclosure to the Registrar. 

Specific types of gratification that are 
not permitted are:

• Any gratification, which, 
objectively viewed, creates a 
conflict of interest with their 
fiduciary duty towards the fund;

• Token gift/s that exceed/s the 
annual limit set by the board in 
terms of the fund’s gift policy, 
which annual limit shall not be 
more than R500.00 per annum 
in aggregate from any one 
service provider;

• Any gratification relating to 
local or international due 
diligence including, but not 
limited to, subsistence, travel or 
accommodation;

• Any gratification relating 
to local or international 
entertainment or sporting 
events including, but not 
limited to, subsistence, travel or 
accommodation;  or

• Conferencing costs or board of 
fund expenses.

In the end, trustees must have the 
strength to be unwaveringly ethical, 
clear and unbiased in both their 
thinking and decision-making, and 
also not be distracted by the many 
distractions around them.

Information Circular 1 of 2018 can 
be accessed using the link below: 
https://www.fsb.co.za/NewsLibrary/ 
Information%20Circular%20No.%20 
1%20of%202018.pdf




