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DAY

distress.

The Insurance and Pensions c-mmiss6; h;received a number of apprications for
contribution holiday from pension fund administrators whose portfolios had pension funds in

It should be noted that a contribution holiday is a period when contributions to a pension fund
are put on hold, mainly because of a surplus and is normally applicable to defined benefit (DB)
funds. section 33 ( 2 ) ( b ) statutory Instrument 323 of 1991, siates that a surplus,, may be'
applied to improve benefiis or to offset against future contributions." A fund that is in surplus
can therefore stop paying coniributions for an agreed period to offsei the surptus and therefore
when that happens the fund takes a,, contribution holiday .,,

Distressed employers/companies Gannol therefore go on a contribution holidav as this will
worsen the flnancial position of the fund. The most viable option is to make tne funo paid up,
such that the fund is closed to new entrants and benefits are paid when a member leaves the
employe/s service. The fund's assets continue to be invested and members enjoy interest
earned by the fund.

\r-

lf a decision is made by the Board of rrustees to make the fund pirQ up, the emproyer has to
apply to lhe Regulator showing good cause. \

lntennsof section 13( 1)(d)of Statutorylnstrument323of 19g1, if aparticipatingemployer
fails to pay contributions into the fund within the stipulated period, the principal Officer, the
chairman of trustees, or management committee, should report the matter to the Regulator
forthwith.

5' Principal officers are therefore reminded that failure to report incidents of non-remittance of
contributions is a criminal offence and renders the Principal officer, the chairman of trustees
and management committee, liable to a fine not exceeding level 6 in terms of section 33A
read in conjunction with section 35 of the Pension and provident Funds Act I Chapter 24:0g] .
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