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                                                 Please quote our reference: PFA/GA/13544/2007 
     
 
Re:  DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”) – MUNNIK J (“the complainant”) v H T 
RETIREMENT FUND (“the respondent”) 
  
[1.1]  This complaint concerns calculation of the withdrawal benefit in a defined 

contribution fund. 
 
[1.2] The complaint was received by this office on 30 May 2007. A letter 

acknowledging receipt thereof was sent to the complainant on 19 June 
2007. On the same date a letter was dispatched to the respondent giving 
it until 22 February 2007 to file its response to the complaint. A response 
was received on 19 July 2007. 

 
[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 the member of the respondent until May 2003. At 

the time of the complainant’s membership, the respondent was 
administered by Alexander Forbes (“the administrator”). 

 
[2.2] The complainant alleges that the respondent failed to pay him further 

benefits after it received the settlement amount related to bulking from the 
administrator. 
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[3.1] The complainant submitted that he was a member of the respondent until 

his exit in May 2003. He submitted that after he learned about bulking, he 
enquired from the administrator whether he would still receive further 
benefits but the administrator never respondent. 

 
[3.2] The complainant contended that he should be entitled to further benefits 

that were received by the respondent as a result of bulking. 
 
4. Responses 
 
[4.1] This office received a response from the Legal Services Department of 

the administrator, Michelle Scholtz. 
 
[4.2] Michelle Scholtz submitted that the records of the respondent reflected 

that the respondent sent a letter dated 23 February 2007 by electronic 
mail to the complainant. She annexed the said letter to the response. The 
letter explained that that the quantum of the settlement made to the 
respondent would become part of the surplus to be distributed. 

 
[4.3] She averred that at the meeting of the trustees on 12 December 2001 it 

was resolved that all active members would receive a special bonus of 
15.5% and an additional bonus of 26.5%.She contended that the 
complainant received a bonus payment of 42%. 

 
[4.4] Michelle Scholtz illustrated the breakdown of the complainant’s benefit as 

follows: 
   
                      “Date he joined the Fund 1/11/1999 

Date he left the Fund  31/05/2003 
 
R 48 892.52  Member contribution plus interest 
R87 388.36  Member transfer value plus interest 
R 136 280.88  Total member Portion 

 
Plus 

 
R 16 124.29  Company Contributions plus interest  
R100 089.02  Company Transfer plus interest 
R116 213.3  Total Company portion 
 
Fund Credit at Exit R252 494.19 
 

R 2 188.24  plus Late payment interest 
R 8 775.13  less Loan settled 
R 69 943.67  less Tax 
R 175 963.63  Amount paid to member 

 
[4.5] She submitted that the trustees of the respondent decided that the 

settlement received from bulking would be used to increase the pro rata 
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minimum benefits of the former members who did not receive their 
minimum benefits in terms of the Act.  

 
[4.6] Michelle Scholtz submitted that the complainant received his benefit in 

terms of the rules of the respondent and that the trustees of the 
respondent applied their minds in respect of the bulking matter and by 
electing to top up the minimum benefits of former members of the 
respondent. 

 
[4.7] She concluded that the trustees acted in the best interests of the 

members of the respondent. 
 
5. Determination and reasons therefor 
 
[5.1] Bulking is the term used to describe the practice by the administrator (and 

other administrators of retirement funds) of notionally combining each 
fund’s current account balance with the current account balances of other 
retirement funds administered by the administrator in order to secure a 
preferential rate of interest from the bank concerned.  

 
[5.2] At all times, funds have retained a bank account in their own name and at 

no time has bulking affected the balances held in the accounts. However 
for the purpose of bulking, funds’ current account balances were 
notionally added together. This resulted in the banks giving each fund a 
higher rate of return, as the interest rate was based on the aggregated 
balance.  That higher rate of return was then credited to each fund’s own 
bank account.  As this practice is beneficial to funds and their members, 
the practice continues today. 

 
[5.3] The administrator received income from the banks for facilitating this 

practice, which income was historically not disclosed to funds.  The 
calculation of the income earned by the administartor received from the 
banks took on different forms with different banks and also differed in 
arrangement with the same bank over the years. The administrator 
ceased earning this income from the banks in September 2004. 

 
[5.4] P F Circular 129 issued by the Financial Services Board requires funds to 

apply settlement proceeds in a fair and equitable manner. Paragraph 2 
thereof read as follows: 

   
 “ The Registrar expects any service provider who made a secret profit to   

voluntarily refund those profits to the pension funds concerned, together with 
interest on the amounts so retained. In the absence of compelling reasons to 
the contrary, a failure to do so would reflect negatively on the fit and proper 
requirements of the service provider concerned.” 
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[5.6] Section 15C of the Act reads as follows:  
 

                    “15C. Apportionment of future surplus 
  

(1) The rules may determine any apportionment of actuarial surplus arising in the 

fund after the surplus apportionment date between the member surplus account 
and the employer surplus account. 

  
(2) If the rules are silent on the apportionment of actuarial surplus arising after the 

surplus apportionment date, any apportionment shall be determined by the 
board taking into account the interests of all the stakeholders in the fund: 
Provided that, notwithstanding anything to the contrary in the rules, neither the 
employer nor the members may veto such apportionment.” 

 
[5.7] The respondent has explained that its surplus apportionment scheme 

was approved in January 2006 and that on 28 February 2002 the first 
surplus was provided for prescribed minimum benefits. Further that the 
said prescribed minimum benefits would be that portion of the employer’s 
contributions which was not included in the benefit paid to members upon 
exit and, therefore former members who received their full share at exit 
would not receive any further benefit. 

 
[5.8] With regard to bulking, the respondent averred that the administrator 

made a settlement offer of R278 078.00 and same was accepted by the 
trustees. Further that the settlement increased the surplus in the 
respondent and that same would be distributed as part of the surplus 
apportionment scheme.  

 
[5.9] PF circular 129 does not prescribe the manner in which funds should 

distribute the settlement amounts. It only states that the service provider 
must refund the profits it made to the pension funds affected. This then 
means that the distribution of the settlement amount lies in the hands of 
the trustees of the funds. In doing so the trustees of the funds should act 
in line with section 7C of the Act .Section 7C read as follows: 

 
  “7C. Object of board 

  
(1) The object of a board shall be to direct, control and oversee the 

operations of a fund in accordance with the applicable laws and the 
rules of the fund. 

  
(2) In pursuing its object the board shall - 

  
(a) take all reasonable steps to ensure that the interests of members in 

terms of the rules of the fund and the provisions of this Act are 
protected at all times, especially in the event of an amalgamation or 
transfer of any business contemplated in section 14, splitting of a fund, 
termination or reduction of contributions to a fund by an employer, 
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increase of contributions of members and withdrawal of an employer 
who participates in a fund; 

  
(b) act with due care, diligence and good faith; 

  
(c) avoid conflicts of interest; 

  
(d) act with impartiality in respect of all members and beneficiaries.” 

 
 
[5.10] The administrator attached the Minutes of the Trustees’ meeting which 

was held on 11 October 2006. Paragraph 4.1 of the minutes states that 
the trustees of the respondent agreed that the monies received from the 
administrator should be allocated to former members who did not receive 
their full minimum benefits as per the surplus apportionment exercise, as 
current members and pensioners had shared previously in the allocation 
of the reserve account.  

 
[5.11] The trustees of the respondent decided that it was fair and equitable to 

enhance the surplus distribution so that the former members who did not 
receive the prescribed full minimum benefit should be paid. The 
complainant received his benefit in full, hence he is not entitled to receive 
further benefits from the respondent. 

 
[5.12] It should be noted that the fact that the administrator has refunded the 

money to the funds does not necessarily entail that the former members 
are entitled to receive further benefits. The distribution will depend on the 
processes elected by the trustees of each fund. Therefore this office is 
satisfied that the trustees of the respondent acted properly. 

  
[6.]     Relief 
 
[6.1]   The complaint is dismissed. 
 
  
 
DATED AT JOHANNESBURG ON THIS            DAY OF                       2008. 
 
Yours faithfully 

 
 
 
 
     
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 


