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                        Please quote our reference: PFA/WE/8238/2006/PM 
     
 
Re:  DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 OF 1956 (“the Act”) – M S MEYER (“the 
complainant”) v SOUTH AFRICAN LOCAL AUTHORITIES PENSION 
FUND (“the respondent”)  

 
1.  Introduction 
 
1.1  The complaint concerns the computation of an ill-health retirement benefit 

payable to a member of a registered fund upon the termination of his 
membership thereof.    

 
1.2 The complaint was received by this office on 18 April 2006. A letter 

acknowledging receipt thereof was sent to the complainant on 26 April 
2006. On the same date a letter was dispatched to the respondent giving 
it until 17 May 2006 to file its response to the complaint. A response was 
received from the respondent on 31 May 2006. This response was 
forwarded to the complainant on 6 June 2006. A reply was received from 
the complainant on 7 August 2006. 

 
1.3 After reviewing the written submissions, it is considered unnecessary to 

hold a hearing in this matter. The determination and reasons therefor 
appear below. 

 
2.  Factual Background 
 
2.1     The complainant was employed by the City of Cape Town from 1 June 

1997 until 30 September 2001 when he was medically boarded. At the 
same time he was a member of the respondent.  
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2.2 The complainant’s first application for an ill-health retirement benefit was 
declined on 16 July 2001, and he was subsequently paid a withdrawal 
benefit of R30 114.21, after a tax deduction of R7 703.30, on 23 October 
2001 by the respondent.  

 
2.3 The complainant’s re-assessment for an ill-health retirement benefit was 

successful. Subsequent to the approval of his ill-health retirement benefit 
claim, he was paid a benefit of R269 141.32 by the respondent on 18 
December 2001. The complainant also became a pensioner of the fund 
with effect from 2 November 2000. He currently receives a monthly 
pension of R2 148.27. 

 
2.4 Moreover, the tax amount of R7 703.30 that was deducted from the 

withdrawal benefit paid to the complainant on 23 October 2001 was 
reclaimed from the South African Revenue Services together with interest 
of R2 578.55, after the re-assessment for disability claim was successful. 
This amount was paid to the complainant on 4 November 2005. 

 
3.  Complaint 
 
3.1 I had an enormous difficulty in ascertaining the nature of the complaint 

due to voluminous documentation submitted by the complainant. 
However, the principal issues constituting the complaint are as follows:  

 
 3.1.1 The complainant is dissatisfied with the computation of his ill

 health retirement benefit by the respondent. The complainant
 alleges that according to the respondent’s calculations his last
 date of membership is 2 November 2000, while he exited the fund
 on 1 August 2001 as this was his last active day at work. 

 
 3.1.2 The complainant is essentially unhappy about the respondent’s

 failure to also pay his benefit that was transferred from the
 Lingelethu West Provident Fund.  

 
 3.1.3 The complainant is dissatisfied with the respondent’s failure to

 provide him with information regarding a spouse’s pension and the
 tax amount reclaimed from the South African Revenue Services.
 The complainant is also dissatisfied by the respondent’s
 unprofessional handling of queries, disseminating incorrect
 information and lack of transparency due to failure to provide him
 with a copy of the medical report. 

 
 3.1.4 The complainant is unhappy about his employer’s failure to

 guarantee his safety at work, to report his medical condition to the
 W.C.A, and inconsistency by the employer on issues that concern
 him.      
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4.  Response 
 
4.1 The respondent confirms that the contributions were received on behalf
 of the complainant until 30 September 2001. The respondent states that
 the statement received by the disability claims department from the
 employer reflected 2 November 2000 as the date of the complainant’s
 last active day at work, while the complainant’s letter had a different date
 being 1 August 2001. The respondent states that as there was a
 discrepancy the employer’s statement was taken as the true state of
 affairs. 
 
4.2 Moreover, the respondent states that the board of trustees agreed not to
 prejudice the complainant and to pay the benefit based on the last active
 date of 1 August 2001. The respondent states further that the board of
 trustees agreed not to reverse the original active day at work from 2
 November 2000 to 1 August 2001 as this would further prejudice the
 complainant, because it would mean that the complainant was overpaid
 for this period.  
 
4.3 The respondent advises that the complainant’s average annual salary at
 the end of September 2001 was R109 066.00 and R 102 751.00 for
 November 2000 respectively. The respondent states that subsequent to
 the board’s decision, the average salary that was used to calculate the
 complainant’s benefit was R109 066.00 as opposed to R102 751.00. The
 respondent contends that since the average salary used was R109
 066.00 as at end of September 2001 instead of average salary of R102
 751.00 as at end of November 2000, the complainant was overpaid.
 Moreover, the respondent confirms that the complainant’s normal
 retirement date was 1 June 2010.  
 
4.4 According to the respondent, since the complainant was 49 years old at
 the time of applying for an ill-health benefit he then qualified for a gratuity
 lump sum payment and a monthly pension in terms of rule 5.1.3 of the
 rules of the fund. The respondent states that the complainant’s benefit
 was calculated as follows: 
 
  “6.72% X Final Salary X Pensionable Service 

   6.72% X 109 066.00 X 13   
   R 95 280.06” 
   
  Plus Lump sum Disability Benefit 
 
   Formula: [2 X the final salary as at last active day at work] 
    = [2 x R106 262.00]   
    = R212 524.00 
 
   Monthly pension 
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   Formula: [projected years of service to age 60 divide by retirement factor X the
      final average salary] 
   = [13/55 X R109 066.00]   
   = R25 779.24 (Annual Pension) 
   = R  2 148.27 (Monthly Pension)” 
 

4.5 Subsequent to receipt of a letter from the employer confirming that the
 complainant’s last active day at work was on 1 August 2001, the board of
 trustees approved that the complainant’s final salary, i.e average salary
 over the last year, would then be R116 584.00 and recalculated the
 benefit as follows:  
 
  “6.72% X Final Salary X Pensionable Service 
   6.72% X 116 584.00 X 13 
   R 101 847.78” 
 

4.6 The respondent confirms that subsequent to the recalculation of the
 complainant’s benefit, an amount of R6 567.72, which is the difference
 between R101 847.27 and R95 280.06, including interest of R1
 573.75 became available for payment to the complainant. The
 respondent advises that the complainant has still not confirmed his
 banking details and the difference has not yet been paid into his bank
 account.    
 
4.7 According to the respondent, an amount of R1 963.71 was received from
 Alexander Forbes in September 2001 being a benefit transferred from the
 Lingelethu West Provident Fund. The respondent confirms that this
 amount has accumulated interest and amounts to R2 762.13. However,
 the respondent states that in view of the overpayment based on the
 incorrect average salary used, this transfer value will be an offset against
 the overpayment.  
 
4.8 The respondent advises that it apologises to the complainant for the 
 unsatisfactory communication he received from the various people he
 called at its offices. The respondent further advises that it confirmed to
 the complainant that his spouse and minor children are covered for a
 pension in the event of his death.   
 
5. Determination and reasons therefor 
 
 Labour Issues 
 
5.1 The complaint regarding the employer’s failure to guarantee the
 complainant’s safety, to report his medical condition to W.C.A, and the 
 inconsistency on issues that concern him, is labour related over which
 this Tribunal has no jurisdiction to investigate and adjudicate. In terms of
 section 1 of the Act, any complaint lodged with this office must relate to
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 one of the three aspects of a pension fund organisation, namely, the
 administration of a fund, or the investment of its funds, or the
 interpretation and application of a fund’s rules (see Armaments
 Development and Production Corporation of South Africa Ltd v Murphy
 NO and Others 1999 11 BPLR 227 (PFA). 
 
 Merits 
 
5.2 Section 13 of the Act states that the rules of a registered fund are binding
 on the fund’s members, shareholders and officers thereof, and any
 person claiming under the rules, or whose claim is derived from a person
 so claiming. Furthermore, the trustees’ powers are circumscribed by the
 rules of the fund (see Tek Corporation Provident Fund and Others v
 Lorentz [2000] 3 BPLR 227 (SCA) at 239 D-H). 
 
5.3 The relevant rule dealing with the calculation of ill-health retirement
 benefit in the rules of the fund is Rule 5.3.3, which reads as follows: 
 
  “5.3.3 In the case of retirement in terms of Rule 5.1.3: 
 
  “(a) a gratuity equal to 6,72 (six comma seven two) per cent of his FINAL
   SALARY,  multiplied  by  the  period  of his PENSIONABLE SERVICE
   up to the NORMAL RETIREMENT DATE 

 
  PLUS 

 
  (b) (i) a pension equal to 1/55

th
 (one fifty fifth) of his FINAL SALARY,

    multiplied by the period of his PENSIONABLE SERVICE up to
    the NORMAL RETIREMENT DATE.  
   OR 

 
   (ii) A cash lump sum equal to 21 (twenty one) per cent of his FINAL
    SALARY,  multiplied  by the period of his PENSIONABLE
    SERVICE up to NORMAL RETIREMENT DATE.” 
 

5.4 Moreover, final salary is defined in rule 1.19 of the rules of the fund under
 rule amendment dated 22 August 2000 as follows:  
 
  “FINAL SALARY: The average ANNUAL SALARY earned by and the ANNUAL
  BONUS received by a MEMBER during the last year ending on the day before
  the MEMBER’S actual retirement date. Unless the TRUSTEES otherwise so
  decide the FINAL SALARY shall be subject to a minimum of the ANNUAL
  SALARY earned by a MEMBER ON 1.4.2000.”  
 
5.5 It is evident that the complainant’s final salary is R116 584.00 after the
 respondent conceded that his last active day at work was on 1 August
 2001. It is also evident that the complainant’s final salary of R116 584.00
 was used by the respondent when it recalculated his gratuity in terms of
 rule 5.3.3 supra. It follows that the respondent should have used the
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 same final salary and recalculated the complainant’s monthly pension in
 terms of rule 5.3.3 supra. However, it is clear that the respondent has
 failed to also recalculate the complainant’s monthly pension using the
 final salary of R116 584.00. Thus, the appropriate relief will be to direct
 the respondent to recalculate the complainant benefit in terms of rule
 5.3.3 supra.  
 
5.6 Moreover, it is clear that the lump sum disability benefit was incorrectly
 calculated in that its calculation was based on the wrong final salary. It
 follows that the appropriate relief will be to order the respondent to
 recalculate the lump sum disability benefit using the complainant’s correct
 final salary. 
 
5.7 Regarding the respondent’s refusal to pay the complainant’s transfer
 value in the amount of R1 963.71 excluding interest from Lingelethu  West
 Provident Fund, it is clear that the respondent used an incorrect final
 salary when it was calculating the complainant’s benefit.  It  follows    that
 the complainant was not overpaid by the respondent as it originally
 claimed. It must also be noted that the respondent’s conduct is contrary
 to provisions of section 37A of the Act. Thus, the complainant’s transfer
 value cannot be used as a set-off against overpayment by the
 respondent.  
 
5.8 Regarding the alleged dissemination of incorrect information or failure to
 disseminate information by the respondent, there is no evidence to
 suggest that the complainant was either misled or financially prejudiced
 by respondent’s conduct or omission. Thus, there is no basis in law to
 make relief in this regard. 
 
6. Relief 
 
6.1 In the result, the order of this Tribunal is as follows: 
 
 6.1.1 The respondent is directed to recalculate and pay the

 complainant’s ill-health benefit, less the amount already paid,
 less any deductions permitted by the Act, together with interest at
 a rate of 15.5% from 18 December 2001 until the date of payment,
 within 14 days of this determination. 

 
 6.1.2 The respondent is ordered to pay to the complainant the transfer

 value in the amount R1 963.71, together with interest at a rate of
 15.5% from 18 December 2001 until the date of payment, within 14
 days of this determination.  
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DATED AT CAPE TOWN ON THIS            DAY OF                       2008. 
 
 
 
 
 
Yours faithfully 

 
 
     
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 

 

   
   
 
   


