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

FUNDS ACT 24, 1956 (“the Act”): D B KITCHENBRAND (“the 
complainant”) v BIDCORP GROUP PENSION FUND (“the first 
respondent”), ALEXANDER FORBES (“the second respondent”) 

 
1. Introduction 
 
1.1 The complaint concerns a dissatisfaction of the complainant with an annual 

pension increase for the periods 2003 to 2006 in respect of the pension 
received by him from the first respondent. 

 
1.2 The complaint was received by this office on 9 January 2007. A letter 

acknowledging receipt thereof was sent to the complainant on 2 February 
2007. On the same date a letter was dispatched to the second respondent 
giving it until 2 March 2007 to file its response to the complaint. This office 
received a response from the first respondent on 2 March 2007. This 
response was forwarded to the complainant on 23 April 2007 for further 
submissions. The complainant replied on 12 April 2007. 

 
1.3 Having considered the written submissions filed before this office, it is 

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

2.1 The complainant was a member of Walton’s Retirement Fund by virtue of 
his employment with Waltons Stationery Company (“the employer”). The 
complainant joined the Walton’s Retirement Fund in 1978 and this fund 
was terminated on 31 December 1997. The existing pensions were taken 
over by the first respondent in the same year. As a result of the above, the 
complainant became a member of the first respondent with effect from 
1997. 

 
 

3.      Complaint 
 
3.1    The complainant is dissatisfied with the fund annual increase in respect of 

the pension he received from the first respondent for the following periods: 
 

• 2003 – 0% 

• 2004 – 0% 

• 2005 – 4% 

• 2006 – 5% 

 
4.   Responses 

 
4.1 Mr. Lesley Jurgensen, a Principal Officer, filed a response on behalf of the 

first respondent. He confirmed that the complainant is a member of the first 
respondent. He submitted that in terms of the Pension Funds Act, pension 
funds were required to implement compulsory pension increase policies 
with effect from December 2001.  In terms of the Act, a fund is required to 
establish and implement a pension increase policy, in terms of which the 
fund must aim to award an increase to pensioners and further in terms of 
which the frequency of such increased is set out.  It was submitted that the 
Act requires this policy to be communicated to the pensioners. 

        
 4.2 He further submitted that in March 2002, the fund issued a pension 

increase policy. In that policy the fund advises, inter alia, the following. 
 

• Pension increases were not guaranteed 

• The minimum benchmark pension increase, aimed at for each year, 
would be 75% of the Consumer Price Index, subject to affordability 

• No increases can be afforded until a return of more than 6% per annum 
has been earned on the pension assets backing the pensioner liability 
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It was further submitted that as advised by the complainant, the following 
increases over the above mentioned period were granted: 

 
    Year    Increase 

• 2003    0% 

• 2004    0% 

• 2005    4% 

• 2006    5% 

 
 Further to this, March 2006, the fund paid pensioners a once-off bonus 

equal to a month’s pension. 
 
4.3 It was further submitted that the fund issued correspondence in each year 

to all affected pensioners, including the complainant. In terms of such 
correspondence, the pensioners were advised of the reasons for which the 
fund was unable to grant any increases, where applicable. 

 

5. Determination and reasons therefor  
 

5.1 Before considering the merits of the case, this office has to look at the 
point in limine raised by the first respondent. They submitted that the 
complainant’s complaint does not falls under the definition of a 
complaint in terms of the Act and as such this office lacks jurisdiction 
to adjudicate on this matter. The complainant’s complaint relates to 
the low annual increase of the complainant’s pension for the period 
2003 to 2006. This office is of the opinion that this complaint relates to 
the administration of the pension funds and as such it falls under the 
definition of a complaint. This office has also adjudicated on this 
similar matter before in the case of Lahoud v Parmalat Group 
Retirement Fund and another PFA/EC/2536/RM (unreported). The 
definition of a complaint in terms of section 1 of the Act reads as 
follows: 

“complaint" means a complaint of a complainant relating to the administration 

of a fund, the investment of its funds or the interpretation and application of its 
rules, and alleging- 

(a)  that a decision of the fund or any person purportedly taken in terms of 
the rules was in excess of the powers of that fund or person, or an 
improper exercise of its powers; 

(b)  that the complainant has sustained or may sustain prejudice in 
consequence of the maladministration of the fund by the fund or any 
person, whether by act or omission; 

(c)  that a dispute of fact or law has arisen in relation to a fund between the 
fund or any person and the complainant; or 
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(d)  that an employer who participates in a fund has not fulfilled its duties in 
terms of the rules of the fund; 

but shall not include a complaint which does not relate to a specific complainant; 

Based on the above information, the point in limine raised by the first 
respondent is dismissed. 
 

5.2 The question that falls for determination is whether the low annual 
increase on the pension of the complainant is permissible in terms of 
our law and the rules or policies of the fund.  

   
 5.3  Following the introduction of section 14B by the Pension Funds 

Amendment Act, 39 of 2001, the first respondent developed its 
pension increase policy in 2002. Such policy seeks to comply with the 
provisions of section 14B which, in turn, states the following: 

   
 
14B    Determination of member's individual account, minimum 

individual reserve and minimum pension increase 

 
      (1) … 
 
   (2)  … 

 
(3)(a) The board shall establish and implement a policy with regard to 

increases to be granted to pensioners and deferred pensioners, 
which policy must- 

            
(i)   aim to award a percentage of the consumer price index, or 

some other measure of price inflation which is deemed 
suitable by the board; and 

(ii)   set the frequency with which increases will be considered in 
line with the policy: Provided that increases should be 
considered each year, with comparison to the minimum 
pension increase at least once every three years. 

 
(b)  The policy contemplated in paragraph (a) must be 

communicated to pensioners and deferred pensioners when it is 
established and whenever it is changed. 

 
(4) (a)  In determining the minimum pension increase, the board shall 

increase pensions by a factor, P, where P is equal to the 
greater of the increase that the board would grant in terms of 
the pension increase policy established in terms of subsection 
(3) and- 
(i)    the increase in paragraph (b), if the increase in paragraph 

(b) is less than the increase in paragraph (c) ; or 
(ii)   the increase in paragraph (c), if the increase in paragraph 

(b) is greater than or equal to the increase in paragraph (c). 
 

  (b)  The board shall determine the increase that would result from- 
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(i) accumulating the liabilities for pensioners at their dates 
of retirement and deferred pensioners at their dates of 
termination of service, adjusted to an equivalent fair 
value of assets less- 

 
(aa)   pension payments; 
(bb)   cash amounts paid on retirement; and 
(cc)    those expenses that the board deems 

reasonable, plus the liability in respect of any 
special increases that have been granted to 
pensioners which were funded otherwise than 
through the nett investment return earned by the 
fund on the assets backing the pensioner and 
deferred pensioner liabilities, where such 
liabilities in respect of special increases have 
been adjusted to an equivalent fair value of 
assets, and augmented by the gross investment 
return earned on the assets of the fund less such 
expenses as the board deems reasonable to 
deduct from such investment return, but the 
board may use the gross investment return 
earned on the assets backing pensioner and 
deferred pensioner liabilities instead of using the 
gross investment return earned on the assets of 
the fund if such assets have been invested 
separately from the other assets of the fund; and 

 
(ii)    dividing the amount calculated in terms of 

subparagraph (i) by the present value of current 
pensions and deferred pensions after making allowance 
for mortality, expenses and future pension increases at 
the rate determined by the board, adjusted to an 
equivalent fair value of assets. 

 
(c)  The board shall determine the increase required to each 

pension to the pension payable in the month following 
retirement, nett of the commutation of any portion of the 
pension for cash or the deferred pension at the date of 
termination of service, multiplied by the change in the consumer 
price index from the date of retirement in the case of a 
pensioner, or the date of termination of service in the case of a 
deferred pensioner, to the effective date of the calculation of the 
increase. 

 
(d)  Where the board finds it impractical to derive the increases in 

paragraphs (a) , (b) and (c) for each individual pensioner or 
deferred pensioner, the board may use an approximate method 
which will preserve the broad principles behind paragraphs (a), 
(b) and (c).” 

 
   5.4  It is not in doubt that the first respondent has developed a policy that 

complies substantially with the provisions of section 14B(3) in its 
pension increase policy of 2002. Nor is there any suggestion that the 
first respondent is maladministering the fund with the result that it is 
not giving increases that accord with the provisions of section 14B of 
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the Act. From the submissions submitted by the first respondent, the 
complainant was always updated annual pension increase and the 
pension increase policy was in accordance with section 14B of the 
Pension Funds Amendment Act of 2001. 

 
         5.5 This office is satisfied that the fund cannot be held liable for low 

annual increase pension since it is beyond its control. It is the nature 
of defined contribution funds that its members carry the investment 
risk. This means that members suffer the effects of poor annual 
increase on a pension but at the same time they may receive the 
benefits of favourable good annual increases depending on the 
performance of the markets. For the foregoing reasons, the 
complainant’s complaint is dismissed. 

 
 

    6 In the result, the complainant’s complaint cannot succeed and is 
therefore dismissed.  

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


