
  

 

 

 

 

 
M Mohlala (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator), Z 
Camroodien (Snr Assistant Adjudicator), F Mtayi (Snr Assistant Adjudicator), K MacKenzie (Snr Assistant Adjudicator), R Maharaj (Snr 
Assistant Adjudicator), N van Coller (Assistant Adjudicator), L Mbalo (Assistant Adjudicator), V Abrahams (Assistant Adjudicator), S 
Gcelu (Assistant Adjudicator), T Nekile (Assistant Adjudicator), M Ramabulana (Assistant Adjudicator), N Sihlali (Assistant Adjudicator) 
 
Office Manager: L Manuel 

 

HEAD OFFICE 
Johannesburg 

1
st
 Floor, Norfolk House 

Cnr 5
th
 Street & Norwich Close 

Sandton, 2196 
PO Box 651826, Benmore, 2010 

Tel (011) 884-8454 � Fax (011) 884-1144 
E-Mail: enquiries-jhb@pfa.org.za 

 
Cape Town 

2nd Floor, Oakdale House, The Oval  
Oakdale Road, Newlands, 7700  

P O Box 23005, Claremont, 7735 
Tel (021) 674-0209  �   Fax (021) 674-0185 

E-mail: enquiries@pfa.org.za 
Website: www.pfa.org.za 

              Please quote our reference: PFA/GA/3755/2005/RM     
 
 
 
 
 
 
 
 
Re: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 of 1956 (“THE ACT”): B LEVIN (“COMPLAINANT”) v 
PPS STAFF PENSION FUND (“FIRST RESPONDENT”) AND PPS 
INSURANCE COMPANY LIMITED (“SECOND RESPONDENT”) 

 
[1.0] Introduction  
 
[1.1] The complaint concerns the provision of information requested by the 

complainant from the first respondent and the computation of an early 
retirement benefit that was paid to the complainant. It was received by this 
office on 7 June 2005.  

 
[1.2] A letter acknowledging receipt thereof was sent to the complainant on 27 

June 2005. On the same date a letter was dispatched to the respondents 
requesting a response to the complaint by 18 July 2005. A response, 
which was also forwarded to the complainant, was received on 18 July 
2005. This office received the complainant’s reply on 4 August 2005.    

 
[1.3] After considering the submissions before this tribunal, it is unnecessary to 

hold a hearing in this matter. As the background facts are well known to all 
the parties, only those facts that are pertinent to the issues raised herein 
will be repeated. The determination and reasons therefor appear below.  

 
[2.0] Factual Background 
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[2.1] The complainant was employed by the second respondent and by virtue of 

her employment became a member of the first respondent. The second 
respondent underwent a “repositioning” exercise in 2004, which resulted in 
several employees, including the complainant, being offered retrenchment 
packages. The complainant accepted the retrenchment package that was 
offered to her and her employment terminated on 31 January 2005.  

 
[2.2] As result of her retrenchment she became entitled to an early retirement 

benefit from the first respondent.  The complainant advised that she now 
receives a full monthly pension of R5 226.51 from 1 June 2006 and she 
did not commute to cash any portion of her early retirement benefit. 

 
[3.0] Complaint 
 
[3.1] The complainant initially complained that she required certain information 

from the first respondent, but it had failed to provide same to her. In this 
regard she advised that she needed to make an informed decision 
regarding her pension benefit, so she asked the second respondent to 
send her the rules of the first respondent, the formula used to commute 
the one-third cash amount and a history of previous yearly pension 
increases paid by the first respondent. She also requested a copy of the 
last valuation report of the first respondent. Instead of the first 
respondent’s rules, the second respondent sent the complainant a 
member’s guide booklet, which she finds unacceptable.  

 
[3.2] The complainant advised that she requires the information because she 

finds the table of factors used to compute the one-third lump sum 
commutation amount to be harsh. Secondly, the information on previous 
pension increases will give her an indication on the trustees’ view on 
future pension increases. Lastly, she wanted to investigate the possibility 
of transferring the full pension amount to a linked life living annuity.  

 
[3.3] Subsequent to submitting the complaint, the complainant changed her 

complaint and now complained about the 0.25% per month “penalty” 
imposed for taking retirement approximately ten years earlier than her 
normal retirement age. She finds the penalty unfair since she alleges that 
she was forced into early retirement, so she requests that she receives 
“some sort of compensation” for this. 

 
[4.0] Response  
 
[4.1] The principal officer of the first respondent, Mr. R. Govenden, responded 

to the complaint. He disputed the complainant’s allegation that she was 
“forced” to take early retirement. He advised that the complainant was 
retrenched due to operational changes at the second respondent. As a 
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consequence of the retrenchment the complainant had to retire from the 
first respondent. But, in addition to her early retirement benefit, the 
complainant also received a retrenchment package from the second 
respondent. 

 
[4.2] The principal officer further advised that the first respondent’s rules and 

member’s guide booklet were supplied to the complainant in mid-May 
2005. The formula used to calculate the one-third commutation amount 
was provided to the complainant on 17 February 2005 and the history of 
previous yearly pension increases was supplied to the complainant by 
electronic mail on 23 May 2005. Lastly, a copy of the first respondent’s last 
interim valuation report, dated 1 July 2004, was forwarded to the 
complainant in the response provided by the principal officer. 

 
[4.3] With regard to the complainant’s request that she be permitted to use her 

benefit to purchase a linked life annuity the principal officer advised that 
the first respondent has always been a defined benefit fund and the rules 
do not allow for pensions to be purchased in the pensioner’s own name or 
outside of the first respondent. It has always been the first respondent’s 
policy to pay pensions from the fund itself. 

 
[4.4] The principal officer also advised that the complainant was counseled on 

her retirement and it was arranged for the complainant to meet with the 
fund actuary, Ms. G. Tognon, on 18 February 2005.  The complainant was 
accompanied to this meeting by an actuary (in his personal capacity) and 
the rules of commutation were explained to the complainant.  

 
[5.0] Determination and reasons therefor 
 
[5.1] Following from the complainant’s complaint, the issues for determination in 

this matter are threefold: 
 

[5.1.1] The complainant complains about the first respondent’s failure to 
provide information to her, more particularly copies of the first 
respondent’s rules, history of pension increases, the formula for 
calculating the commutation factor used by the actuary and the 
latest valuation report of the first respondent; 

 
[5.1.2] The complainant complains about the quantum of the early 

retirement benefit she received. She finds the 0.25% per month 
penalty imposed for taking early retirement before the normal 
retirement date to be unfair and requests that it be reduced or 
written off.   

 
[5.1.3] The complainant wants to be permitted to utilise her early 

retirement benefit to purchase a linked life annuity rather than 
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having to leave it in the first respondent. 
 
[5.2] With regard to the provision of the information that the complainant 

requested the first respondent, like all other pension funds, has a duty to 
provide certain information on request to its members. Section 35 of the 
Act requires pension funds to provide to its members on demand and 
payment of reasonable costs, copies of fund rules, the last revenue 
account and balance sheet of the fund. Further, members are allowed to 
inspect without charge the documents specified in section 35(2) at every 
fund’s registered office. Thus, the first respondent was obliged to provide 
the documents requested by the complainant. On examining the facts of 
this case it is evident that the first respondent provided all the information 
that was requested following the receipt of the complaint. Thus, while it is 
lamentable that the complainant had to first complain before receiving the 
required information, this tribunal does not need to compel the first 
respondent to make the requested information available since this has 
already been done. Therefore, this leg of the complaint falls away. 

 
[5.3] The second leg of the complaint concerns the quantum of the benefit the 

complainant received from the first respondent. The second respondent 
had earlier advised the complainant that she would not be receiving an 
enhanced benefit, primarily because she also received a retrenchment 
package. The retrenchment of the complainant and the circumstances 
leading to it are labour-related issues that falls outside the jurisdiction of 
this tribunal. Therefore, this tribunal will restrict itself to the pensions-
related aspect of the complaint.  

 
[5.4] From the facts it is evident that the complainant became entitled to an 

early retirement benefit following her retrenchment. The first respondent is 
a registered fund in terms of the provisions of the Act and it is bound by its 
rules in the same way as its members, officials, shareholders and persons 
claiming under the rules (see section 13 of the Act). By virtue of the 
binding nature of the rules, the trustees of the first respondent, the 
members, the employer and any service provider such as the 
administrator of the first respondent may only do that what is set forth in 
the rules (see Tek Corporation Provident Fund & Another v Lorentz [2000] 
3 BPLR 227 (SCA) at 239D-E). 

 
[5.5] With regard to the commutation formula that was to be used the 

complainant confirmed that she did not commute any part of her benefit, 
so no commutation formula was used. What remains of the complaint is 
the complainant’s view that it was unfair for the first respondent to 
decrease her early retirement benefit by 0.25% for each month by which 
her service was terminated before her normal retirement date. 

 
[5.6] The relevant rule is rule 5.3 and it reads as follows: 
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 “5.3 Benefit on early retirement 
 

5.3(1) A retirement benefit becomes payable when a Member’s service with the 
Employer is terminated either by himself/herself or by his/her Employer 
during the fifteen years before the Normal Retirement Date. Provided 
that the Employer deems the termination of service to be early 
retirement. 

 
5.3(2) A Member’s retirement benefit in terms of the preceding sub-Rule is an 

annual pension calculated according to the following formula: 
 

y=a x b/c, decreased by 0.25% for every complete month by which the 
Member’s service is terminated before the Normal Retirement Date…” 

 
[5.7] The complainant is unhappy about the imposition of the 0.25% “penalty” 

for early retirement on her benefit. She feels that since she was 
retrenched this “penalty” should be waived by the first respondent. The 
respondents have made it clear that the complainant received a 
retrenchment package from the second respondent as well as an early 
retirement benefit from the first respondent. Therefore, the second 
respondent did not consider it necessary to enhance the complainant’s 
pension benefit. The first respondent has to act in terms of its rules and it 
is clear from the formula in sub-rule 5.3(2) that the complainant’s 
retirement benefit has to be decreased by 0.25% for every month by which 
her service was terminated before normal retirement date. Therefore, the 
first respondent acted correctly in doing this when it computed the first 
respondent’s early retirement benefit. 

 
[5.8] The last leg of the complainant’s complaint concerns her request that she 

be permitted to transfer her early retirement benefit to a linked life annuity 
plan, presumably offered by a long-term insurance company. In terms of 
rule 5.3(1) a retirement benefit in the form of a pension becomes payable 
by the first respondent if the member’s service is terminated within fifteen 
years of the member’s normal retirement date. Following therefrom in 
terms of rule 12.1, which deals with the mode of payment of pensions, the 
first respondent has to pay pensions to pensioners in monthly installments 
on the last day of each month. There is no provision for the outsourcing of 
pensions to insurers, or for members to elect to transfer their retirement 
benefit to linked life annuity plans. The only other way of receiving a 
benefit that could be utilised to purchase a linked life annuity is if the 
complainant’s membership can be terminated, whereafter the first 
respondent would have to pay the resultant benefit to her. Rule 3.2 
stipulates the conditions for the termination of a member’s fund 
membership. It reads thus: 

 
 
 
 “3.2 Termination 
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3.2(1) A Member’s Membership may not be terminated as long as he/she remains an 

Employee. 
 
3.2(2) A Member’s Membership terminates- 
 

(a)  at the Member’s death; 
 
(b)  as soon as the Member, after he/she has ceased to be an Employee, ceases 

to be entitled to a benefit in terms of the Rules; or 
 
(c)  at the dissolution of the Fund, 
 
whichever occurs first.”  

 
[5.9] Whilst the complainant is no longer an employee of the second 

respondent, she still receives a benefit from it in the form of a monthly 
pension. Thus, the complainant remains a member of the first respondent 
as a pensioner of the fund and the rules do not permit her to transfer her 
retirement benefit to an insurer. 

 
[5.10] In the result, the complaint cannot succeed.  
 
Dated at Johannesburg on this the               day of                                  2008 
 
Yours faithfully 
 
 
 
 
 
 
 
Mamodupi Mohlala 
Pension Funds Adjudicator 
 


