Addressing zero balance concerns

FNPF staff serving
members at the annual
member forum in Nadi
last year

W

hen it was set up in 1966,
the Fiji National Provident
Fund’s purpose was to help
workers save for retirement.

To clear misunderstanding and
suspicions regarding these accounts,
we will focus on some of the common
questions that have been raised.

example is Mary Jane Smith. Incorrect
contribution payment also happens
when the wrong member details are
submitted by the employer.

That purpose hasn’t changed,
despite the Fund’s expansion into
other services such as housing and
education, to name a few.

What does inconsistent
contributions mean?

What are interest reversals?

However, over the years, the Fund has
been carrying forward a substantial
number of accounts that have zero
balance.
As highlighted in previous articles,
these accounts (more than 59,000) have
been reduced to zero balance because:
• their contributions were
inconsistent (possibly due to
inconsistent employment),
• transactions adjustments – this
includes the annual deduction for
the special death benefit cover, as
well as interest reversals:
• member accounts registered but
no contributions were paid to their
accounts.
More than 900 of these members are
deceased.
Prior to the split of members’
accounts into the preserved and
general subaccounts, more than 54,000
members had zero balance. This means
that these members general, preserved
and total balance reflected $0 even
after moving into the new IT system.
Of the 5,130 members that were
registered after November 2014, 5118
did not have any contributions paid
into their accounts. The remaining
12 members’ accounts were reduced
to zero because of transaction
adjustments which were done to
correct errors recorded in their
accounts.
Concerns have been raised about
these accounts and how or where
members funds have gone, however,
what should be clearly stated is that
the Fund cannot move funds from
member’s accounts without the
member’s consent.

Inconsistent contribution simply
means that a member’s contribution is
not paid regularly. FNPF contributions
are paid on a monthly basis, depending
on the member’s employment and the
wages he or she is paid. Payment of
contributions is based on employment,
so if a member is employed for a
month, then contributions will
paid for the one month only. If after
two years, the same member finds
employment for two months only, his/
her contribution will be paid for those
two months only. For e.g. a member
was registered in 1980 and received
only three contribution payments in
1989 and 1990, totalling $61.60.

What are transactions?

For all member accounts, transactions
refer to contribution payment,
withdrawals, interest, SDB deduction,
etc. It basically refers to every activity
or transaction that is recorded in a
member’s account.
What are transaction adjustments?
Transaction adjustments refer to
contribution reversals, interest
reversals, SDB payment, etc. These
adjustments are done to correct an
error in transaction or activity in the
member’s account.
Why are contributions reversed?
Contribution reversal happens when
contributions payments are wrongly
posted due to human error – either
FNPF or the member’s employer. For
e.g. Mary Jane Smith’s contribution
for February is $75 but instead of this
being posted to her account, it is paid
to Mary Elizabeth Smith. The error
is made because of their names – so
while they share the same first name
and surname, their middle names
are different. FNPF will then have
to correct this through a transaction
adjustment so that the $75 is paid
to the right member, which in this

Interest is calculated on a member’s
daily balance so when there’s a
transaction, it affects the member’s
balance. When a contribution is
wrongly paid to a member’s account
(A), it increases that member’s account
and the interest will be calculated
on that new balance. When the
contribution is reversed or paid back
to the correct member (B), it reduces
A’s balance and the interest will also
be adjusted based on A’s new balance.

How do these factors reduce a
member’s balance to zero?

When a member’s account is low,
due to inconsistent contributions,
transactions such as SDB deduction
will keep reducing the member’s
total balance to ensure he or she is
covered for that specific period. Before
members’ accounts were split into
the sub-accounts, transactions such
as the SDB cover were deducted from
member’s total balance. The member
highlighted earlier who had three
contributions paid in 1989 and 1990,
totalling $61.60 – had SDB deducted
ever year, reducing his balance to $0
because he did not have any other
contribution paid to his account.
If the same member had a contribution
wrongly posted to his account when
his balance was already $0, the
reversal of that contribution would
mean that his account balance would
again, be $0. Any interest based on that
wrong contribution payment would
also be reversed.

How is it that some member’s
accounts were registered but no
contributions were paid?
These accounts are referred to as
NULL accounts because they were
registered but no contributions were
paid. Some members were registered
as members but no funds were paid
into their accounts. This is due to a
few reasons such as a member being
registered when initially employed

but after a period of time, his
or her employment ends and no
contributions were paid. Some
members’ contributions were not
paid by their employers too, resulting
in their accounts showing no funds
at all.
Can a member’s balance be zero
if he or she was registered as
a compulsory member after
November 2014 and contributions
had been paid to his or her
account?
No – because after November
1st, 2014, all member’s accounts
were split into two subaccounts
(preserved and general accounts).
The SDB cover is only deducted
from the general account. For e.g. if
a member’s total balance is $100 in
2015, $70 would be allocated to his
preserved account and $30 to his
general account, so the SDB cover
will only be deducted from the $30
in the general account, leaving him
with $70 total balance (since this
amount is in his preserved account).
How can a member’s account be
zero if FNPF pays out interest to
members every year?
The interest paid to members every
year depends on each member’s
total balance. If the member’s total
balance is $0, then it will not earn
any interest. If the member’s balance
was low, prior to the creation of
the preserved and general accounts
(before November 2014), the interest
paid will also be low and could then
be reduced to zero because of SDB
cover deductions.
Will FNPF just close off these
accounts or can members keep
their accounts open?
FNPF is considerating options to
address these accounts but any
decision will be communicated to
members. Members also have the
option of switching their accounts
to voluntary membership if they
are currently compulsory members.
This will allow them to keep their
accounts and contribute towards
their retirement savings.

