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V Ngalwana (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator), 

               Our ref: PFA/WE/5005/05/VIA 
 
DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24 1956 (“the Act”) – WERINGTON LETSOMA v ABSA HOME 
EMPLOYEES PROVIDENT FUND (“the fund”)  
 
Introduction 
 
1. This matter concerns the computation of your withdrawal benefit.  
 
2. The complaint was received by this office on 23 August 2005. On                 

26 August 2005 a letter was dispatched to the fund giving it until                   
16 September 2005 to file its response to the complaint. The fund’s response 
was received by this office on this date. On 19 September 2005 a copy of the 
response was sent to you for a reply by 5 October 2005. A reply was received 
from you on 4 October 2005. After considering the written submissions before 
me, I consider it unnecessary to hold a hearing in this matter.  

 
The Factual Background 
 
3. You were employed by the Body Corporate of Klein Welgemoed in 1986. You 

became a member of the fund on 1 April 1996.  
 
4. When you left the services of your employer, in February 2005, you received 

a net withdrawal benefit of R8 713.78 from the fund.  
 
The complaint 
 
5. You are dissatisfied with the benefit you received after 18 years of service. In 

particular you contend that your benefit was calculated assuming that your 
membership of the fund commenced in 2003 as opposed to 1996 when you in 
fact joined the fund. 
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The response 
 
6. The principal officer, Mr T van der Merwe, states that you were paid your 

equitable share of the fund when you left the services of your employer in 
February 2005. 

 
7. According to Mr van der Merwe the single monthly contribution paid by the 

employer, on behalf of each member including you, was not allocated in full 
towards retirement funding. He states that a portion thereof was used to cover 
the administration costs and the costs for the additional benefits. Your 
equitable share is therefor the net value of the contribution less the costs. 

 
8. Mr van der Merwe has provided a table which shows your employer’s 

contribution history to the fund from April 1996 to February 2003.  
 
Determination and reasons therefor 
 
9. The fund is a registered fund in terms of the provisions of the Act, 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 effect of the rules, the trustees of the fund and any service provider 
such as the administrator of the fund may only do with the fund’s assets what 
is set forth in the rules (see Tek Corporation Provident Fund & Another v 
Lorentz [2000] 3 BPLR 227 (SCA) at 239D-E).  

 
10. The payment and computation of withdrawal benefits are provided for in     

rule 9 which provides that a member who leaves the service of a participating 
employer before reaching normal retirement date shall be entitled to either of 
the benefits available under section 9.1 or 9.2 as elected by the member. 

 
11. Since you elected to receive a cash benefit, rule 9.1 was applicable. It reads: 
 

“CASH BENEFIT 
  

A lump sum benefit equal to the MEMBER’S EQUITABLE SHARE in the 
FUND at the date of termination of service shall be paid by the FUND, 
whereafter the former MEMBER shall have no further claim against the fund.” 
 
 

12. “Equitable share” is defined in the rules as follows: 
 

“In respect of any MEMBER, an amount equal to the total of the contributions 
to the FUND by and on behalf of the MEMBER, adjusted on a basis deemed 
equitable by the ACTUARY, taking into account: 
 
- the INTERIM INVESTMENT RETURN or INVESTMENT RETURN as 

applicable, 
 
- the cost of management of the FUND; and 
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- surpluses or deficits that may arise in the FUND from time to time;” 

 
13. In terms of the rules only the employer is required to contribute to the fund 

and not the members. Rule 5.2.1 provides that the employer shall contribute 
an amount equal to the amount specified in sub paragraphs (a) to (k). The 
rule differentiates between six categories of members. According to Mr 
Kenneth Pooe of ABSA you were a category C member.  

 
14. In terms of rule 5.2.1(c) the employer is required to contribute a fixed monthly 

amount of R75.00 on behalf each member falling into this category. Therefore 
the contributions did not increase when your salary increased. 

 
15. Furthermore in terms of the definition of “Equitable Share” the full contribution 

was not applied to your retirement savings. Therefore the benefit to which you 
became entitled cannot be calculated with reference to the total contributions 
paid. Various costs were deducted including the costs of risk cover and 
ongoing management costs of the fund. The total gross contributions received 
by the fund, on your behalf, over the term of your membership amounted to 
R12 749.29. However, only R9 691.65 thereof went towards your retirement 
savings.  

 
16. Your contention that the fund assumed that your membership of the fund only 

commenced in 2003, is presumably based on the letter dated 28 June 2005 
included with your complaint wherein it states that your transfer value as at 
2003/02/01 is R6 645.90. However this does not mean that you only joined 
the fund in 2003. What in fact happened is that there was a transfer of the 
fund’s administration in 2003 from Investec Employee Benefits (“IEB”) to 
ABSA Consultants and Actuaries (Pty) Ltd (“ABSA”). The R6 645.90 was the 
benefit you accumulated in the fund from 1996 to 2003 when IEB 
administered the fund. Therefore, the benefit you received did take into 
account your membership of the fund for this period.  

 
17. It is of concern to me however that, according to Mr van der Merwe, your fund 

value was adjusted in February 2003 by -7.68%. 
 
18. According to Mr van der Merwe the adjustment was necessary because of the 

loss of -7.53% suffered by the fund in August 2003 when the trustees 
disinvested assets held in 2 portfolios which were performing poorly. 

 
19. My assistant, Virgo Abrahams, addressed a letter to the fund requesting it to 

refer to the authority in the rules which permits it to adjust members’ equitable 
shares in this way. In response Mr Pooe referred to the definition of “equitable 
share” in terms of which members’ equitable shares may be “adjusted on a 
basis deemed equitable by the Actuary”.  

 
20. Mr Pooe states that the adjustment was approved by the board of trustees at 
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board meetings held on 19 February 2003, 4 August 2003 and 3 March 2004 
respectively. He also refers to paragraph 2.2.1 of the fund’s valuation report 
for the period 1 February 2003 to 1 August 2004 wherein reference is made 
to the trustees’ decision to adjust the members’ equitable share.   

 
21. In the circumstances I am satisfied that the correct procedures were followed 

and that the fund did not act contrary to the rules. Note that since the 
disinvestment in August 2003, the negative investment returns experienced 
by the fund from 1999 to 2002 have been reversed. 

 
22. In light of the above I am satisfied that you received the withdrawal benefit to 

which you were entitled in terms of the rules. 
 
Relief 
 
23. In the result your complaint cannot succeed. 
 
 
SIGNED AT CAPE TOWN ON THIS DAY OF    2007 
 
Yours faithfully 
 
 
 
Vuyani Ngalwana 
Pension Funds Adjudicator  
 
 
 


