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POLICY IN RELATION TO THE PAYMENT OF 

CONTRIBUTIONS 

 

SECTION 13 A POLICY 

 

  



 

 

1. Purpose and scope of policy  

Experience has shown that the late payment or non-payment of contributions by municipalities 

participating in the Fund (“Municipalities”), or the payment of contributions which do not match the 

corresponding contribution schedules, is an issue which the Fund has faced and will continue to face.   

The board of the Fund (the “Board”) is under a legal duty to act in accordance with the Fund’s rules 

(the “Rules”) and section 13A of the Pension Funds Act, 1956 (the “Act”), both of which require the 

Fund to ensure that the correct amount of contributions are paid timeously, that each contribution 

payment matches the corresponding contribution schedule, and that the required remedial action is 

taken by the Fund if contributions are not paid timeously or at all or do not match the corresponding 

contributions schedule.  

Section 13A of the Act was amended in early 2014 by the Financial Services Laws General Amendment 

Act by the introduction of personal liability on the part of those responsible for the financial affairs of 

an employer for non-compliance with the provisions of the Act and by also making contravention of 

section 13A a criminal offence. 

It is important that the Board, the Principal Officer, the Fund’s service providers and the Municipalities 

clearly understand these requirements.   

The purpose of this Policy is to set out clearly these requirements so that all relevant stakeholders have 

a clear understanding of them. 

This Policy applies with effect from 1 August 2014 but shall also apply in respect of amounts which 

were payable in terms of the Rules before that date but not paid in full and where the member involved 

did not receive a benefit in lieu of the contribution (for example, contributions deducted from their 

pensionable remuneration were paid to a different retirement benefit fund or their net take home 

remuneration was increased to reflect that contributions to the Fund had ceased). 

 

2. Requirement to contribute and to provide supporting data 

Municipalities are required by Rule 28 to contribute to the Fund such percentage of each Member’s 

monthly Pensionable Remuneration as determined in the Remuneration of Public Office Bearers’ Act 

1998 (currently 15%).  Pensionable Remuneration was amended in Rule Amendment 2 to make it clear 

that it is determined by reference to the term “basic salary” in terms of the Public Office Bearers Act, 

consistent with the legally permitted upper limit of Municipal contributions to a pension Fund and in 

accordance with Fund practice. 

 



 

 

Members are required to contribute to the Fund at the rate of 13.75% of monthly Pensionable 

Remuneration (Rule 26(1)(a)).  The Member’s Municipality is required to deduct monthly an amount 

equal to the Member’s contribution from his Pensionable Remuneration and pay that amount to the 

Fund’s bank account (Rule 28.1(a)). 

All employer and member contributions must be paid to the Fund by the 7th day of the month following 

that in which such a contribution is payable (section 13A(3) of the Act and Rule 28.1): 

Example 

Contributions for June 2013 must be received by the Fund on or before 7 July 2013. 

 

3. Requirement to contribute and to provide supporting data 

Section 13A of the Act, read with Regulation 33(1), requires each Municipality as employer to submit to 

the following information which is designed to allow the fund to determine whether that Municipality has 

paid its contributions in full: 

With the initial contribution: 

 Name and identification (e.g. registration number) of the Fund;  

 Period in respect of which the contribution is payable;  

 Name and address of employer or pay-point which made the deduction; 

 Contact person at employer; 

 Name, date of birth, ID number and pay number (or other means of ID), date of membership, 

pensionable emoluments and % or amount of contributions and split between member and 

employer contributions and AVCs. 

With subsequent contributions, the information above or a reconciliation between the current contribution 

statement and the contribution statement for the previous period, showing differences in data, notably 

new members, reudctions as a result of terminations, adjustments as a result of a change in pensionable 

emoluments.  

This information must be provided by no later than 15 days after the end of the month in respect of which 

the payment was made (section 13A(2)(b) of the Act and Rule 28.2).  

 

 

 



 

4. Incorrect data 

The Board is reliant on Municipalities for the provision of accurate salary data.  A major 

concern for the Fund is the provision by a Municipality of incorrect data, or no data at all, which can 

lead to over or under-contribution by that Municipality and its members. 

Prior to Rule Amendment 2, “Pensionable Remuneration” was simply the salary of the member and so 

if the amounts contributed to the Fund in respect of a member were by reference to an amount lower 

than the member’s salary, the member could claim the difference from the Fund, even though the fault 

lay with the Municipality alone.  The Fund would then have to recoup the difference from the 

Municipality. 

Rule Amendment 2 amends the definition of “Pensionable Remuneration” so that it is the amount 

which the Municipality shall have informed the Fund in writing.  If the member’s actual salary is 

different from the amount notified by the Municipality, he can no longer claim the difference from the 

Fund and must instead pursue his Municipality.  Further, if the Municipality does not inform the Fund 

of the amount of a member’s Pensionable Remuneration, it shall be the amount which the Fund 

calculates, based on the actual contribution received by the Fund, according to the rate of contribution 

in the Rules and the maximum rate of contribution which may lawfully be made by a municipal council 

to the member’s pension fund. 

 

5. Consequences of failure to contribute 

Section 13A of the Act, as amended in 2014, seeks to encourage compliance with the contribution 

obligations of the Act by making those persons in the employer who are ultimately responsible for the 

financial affairs of that employer both criminally and personally liable for non payment of contributions.  

The employer is also criminally liable for non payment of the contributions.  

Section 13A  requires the Fund to write to all Municipalities requesting them to notify it of the identity 

of the person/s responsible for payment  of the contributions, being every person:  

 in accordance with whose directions and instructions the governing body or structure of the 

Municipality acts; or 

 who controls or is regularly involved in the management of the Municipality’s overall financial 

affairs. 

If a Municipality does not provide the Fund with such a list, all persons comprising the governing body 

of that Municiaplity (i.e. all members of its Mayco, or if there is none, all its councillors) will be 

personally liable for unpaid contributions. 

 



 

 

The most cost effective and efficient method of taking legal action against a Municipality and its 

responsible person/s is to lodge a complaint with the Pension Funds Adjudicator.  The Principal Officer 

is authorised in terms of this policy to lodge any such complaint, which must be against both the 

Municipality concerned and its responsible person/s; and must report to the Board when any such 

complaint has been so lodged.  Any criminal charge lodged against a Municipality and its responsible 

person for the non payment of contributions may only be made if the Board authorises this.  It is 

recorded that the criminal penalty is a fine of up to R10m and/or imprisonment not exceeding 10 years.   

 

6. Reporting breaches of section 13A 

The Act, read with Regulation 33, requires the following to be reported in accordance with the process 

set out in the table below. 

 The failure by a Municipality to pay contributions in full (although if the shortfall is 2.5% or less 

of the total contribution payable by the employer to the Fund for the relevant period, this need 

not be reported); or  

 Any of the following data-related issues: 

 If any of the matters raised in previous reports were not resolved; 

 If all of the data required by section 13A (see paragraph 3 above) was not transmitted; 

or 

 Where the payment and data cannot be reconciled (subject to an allowable limit of 2.5% 

of the total contribution payable by the Municiaplity to the Fund for the relevant period): 

Reporting 

person 

Person 

reported to 

Timescale Exception 

Administrator Principal 

Officer* 

Within 15 days of the 

deadline (7th of the 

following month for 

contributions; 15th of the 

following month for 

data) 

 

Principal 

Officer* 

Board Within 7 days of receipt 

of the report from the 

administrator 

 



 

Principal 

Officer* (NB 

Regulation 33(4) 

states that it is the 

Board’s duty to 

ensure that the 

PO does this)  

Members 

(NB registrar 

must also be 

advised of 

the action 

taken) 

Such period as is 

determined by the 

Board 

The Board has discretion as to defer 

reporting a data-related breach 

until the following month if 

presented with reasons which are 

acceptable to it.  If the breach has 

been rectified by the following 

month, there is no need to report it 

Principal 

Officer* 

Registrar; 

National 

Prosecuting 

Authority 

14 days after payment 

of contributions has 

been outstanding for 90 

days 

 

* The legislation refers to the “monitoring person” which means the Principal Officer or any 

authorised person. 

7. Interest on late payment of contributions 

Interest on contributions not paid by the 7th of the following month 

Where all or part of a member and/or employer contribution is received by the Fund from a 

Municipality after the 7th day of the month following that in which such a contribution is payable, 

compound interest is payable on the amount unpaid from the first of the month following the month 

in which such contribution was payable until the date on which payment is received (section 13A(7), 

regulation 33(7) of the PFA and Rule 28.3). 

Example 

If contributions for June 2013 are received on 19 July 2013, interest becomes payable with effect from 

1 July 2013 until 18 July 2013 inclusive. 

 

The rate of interest is prescribed by the Minister of Finance from time to time and is currently (per 

Government Notice 397 to the PFA, promulgated on 12 May 2010) as follows:  

Amount 

outstanding 

Prescribed rate Date* Repo Rate Rate of 

interest 

Transaction** 

less than 

R10 000 

Repo Rate + 1/3rd of the Repo 

Rate + 11%, subject to a 23% 

overall maximum 

19.11.10 to 19.7.12 5.5% 18.33% 

20.7.12 to 29.1.14 5% 17.67% 

30.1.14 to 17.7.14 5.5% 18.33% 

From 18.7.14 5.75% 18.67% 



 

Transaction** 

greater than 

R10 000 

Repo rate + 1/3rd of the repo rate 

+ 8%, subject to a 20% overall 

maximum 

19.11.10 to 19.7.12 5.5% 15.33% 

20.7.12 to 29.1.14 5% 14.67% 

30.1.14 to 17.7.14 5.5% 15.33% 

From 18.7.14 5.75% 15.67% 

*The repo rate before 19.11.10 is available on the SA Reserve Bank website. 

**GN397 refers to the term “Transaction”, but does not define that term.  We are advised by our legal 

advisers that it means that each month’s contribution which is outstanding, and any amounts of interest 

on which interest is payable (see below), must be treated separately.  Thus, for example, if an Employer 

has failed to pay 2 months’ of contributions, each of R8 000, interest at the rate of 17.67% would be 

payable on those amounts. 

Note that the above rate applies, and not the rate of 15,5%, as set out in the Prescribed Rate of Interest 

Act, No 55 of 1975.  This is because the rate of interest in the Prescribed Rate of Interest Act applies only 

if the rate of interest "is not governed by any other law" and here the PFA governs interest payable on 

late contributions by employers to pension funds.   

Salary adjustments or other changes to contributions 

Salary adjustments and other changes which impact the amount of a Municipality’s contributions are 

deemed to take effect on the date on which the adjustment is made and so interest becomes payable 

from that date.    

Example 

August contribution of R15 000 paid 6 September (i.e. per legislation) 

BUT had salary increases, which took effect on 1 August, been taken into account, contribution would 

have been R20 000 

On 6 October, contribution of R25 000 paid (i.e. contribution for September and outstanding August 

contribution) 

Interest is payable on the R5 000 shortfall in August contributions from 1 August until 5 October 

The exception to this is a retrospective salary adjustment: in this case, the adjustment is deemed to take 

effect from the date of the decision to make the adjustment. 

 

Interest on the interest 



 

The interest on outstanding contributions (as separate from the amount on which it is 

payable) also attracts interest at the rate set out above from the date on which the 

outstanding contribution is paid.    

Example 

If contributions for June 2013 are received on 19 July 2013, but the interest on that amount is not paid 

until 7 September 2013, interest would be payable on the interest from 19 July until 6 September (both 

dates inclusive).  

Application of excess contributions when Employer in arrears 

When contributions are in arrears, and the contributions which are subsequently received are in excess 

of the current schedule, then those contributions must be applied first to the current schedule with the 

excess then applied to outstanding interest, with any remaining balance applied to arrear contributions 

from the oldest to the most recent.   

Example 

If contributions are R50 000 per month, contributions for March, April, May and June are outstanding 

(with interest due on them of R40 000) and a contribution payment of R200 000 is received on 7 August, 

this amount must be applied in the following order: 

1. R50 000 in respect of July’s contributions; 

2. R40 000 in respect of interest; 

3. R50 000 in respect of March’s contributions; 

4. R50 000 in respect of April’s contributions; 

5. R10 000 in respect of May’s contributions;  

Thus the following amounts are outstanding: R40 000 in respect of May’s contributions and R50 000 in 

respect of June’s contributions.  These amounts will bear interest from 7 August at the rate specified 

above (because interest on them up to 6 August will have been paid). 

 

What must be done to the interest? 

The interest constitutes investment income for the Fund (Reg 33(7) and definition of “Investment 

Return” in Rule 1.1).  As investment return it must be credited to the Process Error Reserve Account 

(Rule 31.4(a)(2)). 

 

8. Consequences of non-payment on withdrawal or retirement 



When a Member withdraws or retires from the Fund, he or she is entitled, in terms of the 

Rules, to his or her Member Share.  Member Share is defined as the balance in the Member’s 

Share Account which constitutes, among other things: 

 The contributions which he or she has made to the Fund; and

 A portion, determined by the Board in consultation with the Actuary, of the contributions made

by the Municipality to the Fund towards the provision of retirement benefits – i.e. the balance

of the contribution once the cost of death and disability benefits and expenses of the Fund have

been met.

It is important to note that because of the way in which the Rules are worded, where a member 

withdraws or retires at a time when contributions are outstanding, his or her benefit is calculated by 

reference to the contributions which have actually been paid by the Municipality, rather than by 

reference to the contributions that should have been paid.  The member’s benefit is therefore equal to 

the Member’s Share as it stands at the date of withdrawal or retirement, rather than as it would have 

stood had all contributions been paid timeously.  It is then for the member (not the Fund) to seek to 

claim the balance from his or her Municipality. 

9. Non-payment of risk benefit premiums

The law relating to late payments of contributions applies equally to risk benefit premiums payable to 

the Fund as to contributions payable for the purpose of providing retirement benefits.   Thus for the 

purposes of this note, the contributions due should be read as including any life assurance premiums. 

Rule 27 provides that if a Municipality fails to pay its contributions or to deduct a member’s 

contributions, as required by the Rules, by the statutory deadline for payment of contributions, the 

Board is required to deduct an amount equal to the premiums from the Member’s Share.  If, however, 

the Municipality defaults for three consecutive months or for four months in any Financial Year, the 

Board must stop deducting the premiums from the Member’s Share.  In that case, the Member will only 

be entitled to his Member Share on death and no insured death benefit in terms of Rule 35.1.2 becomes 

payable.  

Rule 35.1.2 specifies that if the insured death benefit is not payable because the Fund is not able to pay 

the premium for the insured benefit due to the non-receipt by the Fund of contributions by or in respect 

of the member, no beneficiary may bring a claim against the Fund. 



In that situation, a beneficiary would still have a right to bring a claim against the Member’s 

Municipality where the non-payment of the benefit resulted from the non-payment of contributions by 

that Municipality. 

A separate issue arises where contributions are outstanding on the withdrawal of a member: in that 

case, the Fund will not have fulfilled its obligations in terms of the policy to pay premiums and risks a 

legal claim being brought by the insurer.  This risk would appear to be low in the case of individual 

exits but is greater in the case of a bulk exit where premiums are substantially in arrears.  


