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RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT 24, 1956 (“the Act”): MR K S RAMADITSE (“the 
complainant”) v SOUTH AFRICAN LOCAL AUTHORITIES PENSION 
FUND (“the respondent”)   

 
1. Introduction 
 

1.1 This complaint, received by this office on 27 November 2006, 
concerns a rule amendment which decreased disability benefits 
payable by a pension fund. 

 
1.2  On 13 December 2006, a letter acknowledging receipt was sent to 

the complainant. On the same day a copy of the complaint was sent to 
the administrators of the respondent, who replied on 11 January 2007.  
This response was submitted to the complainant on 29 January 2007, 
who replied on 13 February 2007 that he wished to proceed with the 
matter. On 9 January 2008 the complainant made further 
submissions.  

 
1.3 Having considered the written submissions filed before this tribunal, it 

is considered unnecessary to hold a hearing in this matter. The 
determination and reasons therefor appear below.   

  1.4 As the background facts are well-known to all parties, these shall be 
repeated only to the extent that they are pertinent to the issues raised 
herein. 

 
 

2. Facts in brief 
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 The complainant was employed by Emfuleni Local Municipality, 
Vanderbijlpark, from 1985 until his services were terminated on 31 
October 2006 due to him being declared medically unfit for work. 

  
  The respondent was obliged, after a statutory actuarial valuation 

showed it to be in deficit, to submit a scheme or business plan in 
terms of section 18 of the Pension Funds Act, 24 of 1956, to the 
Registrar of Pension Funds.  

 
 This scheme included inter alia a reduction of disability benefits. 
 
 The complainant alleges that the reduction in disability benefits was 

not conveyed to him before he was declared medically unfit for work. 
 

 
3. Complaint 
 

3.1 When the complainant was declared medically unfit for work in 
October 2006, he discovered that the disability benefits of the 
respondent were changed without him being informed. He was to 
receive 75% of his monthly salary whereas when he joined he was 
told that he had the option of taking 100% lump sum or one third lump 
sum and then receive a monthly allowance until pensionable age. 

 
3.2 A trustee of the respondent advised him that the benefits were 

changed the previous year to curb fraud. He also said that nothing 
would make them change their decision. 

 
3.3 The complainant is concerned that as a member he was not informed 

of this amendment for him to make a choice of whether or not to 
remain a member of the fund. 

 
3.4 The complainant requests that he get his benefits as stipulated when 

he first joined the respondent.  
 
4  Respondent’s Response  

 
4.1 The respondent states that after the actuarial valuation of the fund 

from 2001 onwards and the resultant negative status of the fund, the 
trustees embarked on a scheme of arrangement in terms of section 18 
of the Pension Funds Act in order to ensure the financial sustainability 
of the respondent fund. 
 

4.2 As a part of the scheme, benefit changes were introduced. 
 

4.3 The benefit changes were communicated to the members and 
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employers through circulars 1/2005 and 2/2005, both dated 15 June 
2005. 

 
4.4 Before the complainant was declared medically unfit on 31 October 

2006, communication regarding the benefit changes had been sent a 
year earlier and reasons had been given in the same communication.  

 
4.5 The funding level and the scheme of arrangement were explained at a 

special meeting called for the Gauteng Provincial Committee on 29 
July 2005, this committee being the second top structure of 
representation composed of the employer and employee 
representatives from different municipalities in Gauteng. The 
employee representatives are then tasked with reporting back to their 
members. 

 
4.6 A newsletter was also sent to members in January 2006, informing 

members about the changes. 
 

5. Complainant’s Reply 
  

5.1 The complainant responded by stating that his colleagues who are 
members of the respondent were also not aware of the new amended 
policy regarding benefits.  

 
5.2 The complainant attached a copy of an explanation of the ill health 

benefits that had been supplied to him, showing that upon total 
permanent disability he would be paid a cash lump sum equal to twice 
his annual salary, including bonus. 

 
5.3 The date of the explanation does not appear from the document. 
 
5.4 A further submission dated 9 January 2008 does not contain any 

further information that would contribute to the outcome of this 
determination. 

 
         
 
 
 
6. Determination and reasons therefor 
 

6.1 The complainant is concerned that as a member he was not informed 
of the amendment of disability benefits for him to make a choice of 
whether or not to remain a member of the fund.  
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6.2 Membership of a pension fund can only be terminated in the manner 
provided for in the rules of a fund. Due to the restrictions imposed by 
the Income Tax Act, 58 of 1962, members cannot exit a fund and 
receive a withdrawal benefit whilst still employed by the same 
employer. 

 
6.3 The rules of a pension fund constitute a public document, open for 

public inspection at the offices of the Registrar of Pension Funds 
(section 22 read with section 35(1) of the Act). Every fund must, on 
demand by a member, deliver to such member a copy of the rules of 
the fund. The rules of a fund are binding on the fund, its members and 
its officers (section 13).  

 
6.4 It follows that a member cannot rely on ignorance of the rules, but 

similarly a fund cannot prescribe conditions not provided for in the 
rules. 

   
6.5 In this instance it has been shown that since 2001 the respondent was 

in deficit. In Circular 1/2005, addressed to All Members, the deficit 
was attributed to the high increases in salaries paid by local 
authorities and the escalation in the costs of providing death and 
disability benefits. One of the strategies adopted to rectify this 
situation, under the supervision of the Registrar of Pension Funds, 
was to reduce the disability benefits. 

 
6.6 The reduction in disability benefits was communicated to members a 

year before the complainant was declared medically unfit for work. 
Copies of the communication were attached to the response received 
from the respondent. 

 
6.6  When an employee becomes medically unfit for work, this situation is 

determined objectively.  An employee does not exercise a choice to 
be or not to be medically unfit for work. Lest this sound like an 
oversimplified statement, I do assume that where there is uncertainty 
about an employee’s ability to continue working, a responsible 
employer would only terminate the employee’s services on medical 
grounds after counselling and possible attempts to make adjustments 
in the employment situation to accommodate the employee. 

 
6.7 The complaint is not that the disability benefit paid, is not accordance 

with the rules of the fund. The complaint is that the amendment 
providing for reduced benefits should have been communicated to 
members and to the complainant in particular, or should have been 
communicated more clearly. 
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6.8 If the complainant had any choice in the decision whether or not to be 
declared medically unfit, it was his responsibility to enquire about the 
financial implications of such a step before taking a decision. No 
mention is made of any enquiry about the disability benefits that would 
be payable and no allegation is made of any misleading statements 
made to the complainant at the time when the decision was made. 

 
6.9 In the result the complaint cannot succeed and the complaint is 

dismissed. 
 

 
 
 
DATED at JOHANNESBURG on this          day of                                     2008. 
 
 
 
Yours faithfully 
 
 
 
 
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
  
  
 
 


