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Dear Madam, 

 

DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION                        

FUNDS ACT NO. 24 OF 1956 (“the Act”):  R MATHEBULA AND 2 OTHERS 

(“complainants”) v MUNICIPAL GRATUITY FUND (“first respondent”) AND 

CORIS CAPITAL (PTY) LTD (“second respondent”) 

 

[1]      INTRODUCTION 

 

1.1 This complaint concerns the maladministration of the first respondent. 

 

1.2 The complaint was received by this Tribunal on 2 December 2012. On                       

1 February 2013, a letter acknowledging receipt thereof was dispatched 

to the complainants. On the same date, a letter was sent to the first 

respondent giving it until 28 February 2013 to file a response to the 

complaint. On 20 February 2013, a response was received from the 

second respondent on behalf of the first respondent. The response was 

forwarded to the complainants, giving them until 7 March 2013 to file 

further submissions if they wished to do so. No further submissions were 

received.   

 



 

 

2 

1.3  After reviewing the written submissions before this Tribunal, it is 

considered unnecessary to hold a hearing in this matter. The 

determination and reasons therefor appear below. 

 

[2] FACTUAL BACKGROUND 

 

2.1 The complainants are RM Mathebula, FF Hlongwane and MJ Selepe. 

They are currently employed by Mopani District Municipality (“the 

employer”) and are members of the first respondent.   

 

[3] COMPLAINT 

 

3.1 The complainants submitted that they are not satisfied with the 

administration of the first respondent. They want to terminate their 

membership with the first respondent. They listed the following as the 

reasons for their complaint: 

  

 The first respondent did not consult them about the level and quality of the 

service offered; 

 The complainants want to the treated with courtesy and consideration; 

 Complainants have never received information regarding the service they are 

entitled to; 

 The administration is not transparent; 

 Members never receive an apology when a mistake has been made and 

complaints are lodged; 

 There are no membership cards; 

 The complainants never received t-shirts, cap, pen, calendar, diary book, etc; 

 Removal of beneficiaries on nomination forms; 

 Capturing wrong information for members; 

 Fund credits are not equal for members on the same salary who joined the first 

respondent on the same date,  

 The first respondent does not provide newsletters and brochures; 

 Loan repayments are too expensive; 

 The changing of pension number too many times; and 

 Funeral cover is too low compared to others. 

 



 

 

3 

3.2 The complainants submitted that they no longer want to be members of 

the first respondent and want to join another fund. 

 

[4] RESPONSE 

 

 First respondent  

 

 Service Level 

 

 4.1   It submitted that its administration is outsourced to a registered fund 

administrator. The administration agreement contains several service 

level agreements which are closely monitored and enforced. The service 

level agreements are applicable between the fund and the administrator. 

It is only when a member exits the fund that certain aspects of the 

service level agreement, such as processing of payments, would 

become relevant to the member. The complaint does not fall under that 

category and the general nature of this complaint is unfortunately too 

vague to respond in specific detail. It further submitted that it appointed a 

core staff of 6 people to render strategic communication services to 

members and to interface between a member and the administrator 

especially in the event of dissatisfaction with the services rendered by 

the administrator. Mopani District Municipality, for whom the 

complainants work, has 44 members belonging to the first respondent. 

There is one member representative for the municipality, rendering a 

favourable ratio for close contact. 

 

 

Administration, Transparency and value for money 

  

4.2 The first respondent submitted that it is 100% in compliance with all 

relevant legislation. Full transparency is reflected in the financial 

statements including reference to cost as well as to the management in 

charge. It is cost effective compared to the industry. It is a defined 
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contribution fund with a life stage model consisting of four life stages. It 

also engages the actuary to do a full actuarial valuation annually. Both 

the annual financial statements and full valuation are supplied to the 

municipalities and are available to all members upon request.   

 

Membership cards 

 

4.3  Membership cards are provided upon joining the first respondent. The 

first respondent also issues out membership cards upon request and will 

supply the complainants with replacement membership cards. However, 

the validity of membership is not affected by possession or non-

possession of a membership card. 

 

Promotional gifts  

 

4.4 The first respondent submitted that it has a modest annual budget for 

promotional items such as calendars, pens and such like items. The 

current management will not succumb to lure members by means of 

expensive t-shirts, golf shirts, track suits, event sponsoring, etc. 

Members do not realise that all those items are paid for by themselves 

and detract from their wealth at retirement. It is suggested that practice is 

against the spirit of the directive Circular PF No. 130.  

 

Nominees and information capturing 

 

4.5 The appearance of the nominees’ names on the benefit statements is not 

the ultimate source of information when a death benefit is to be 

distributed. The physical nomination form is used. Admittedly a member 

needs confirmation that all the nominees are captured in the records. 

This was corrected when raised by the complainants with the second 

respondent.  

 

Variations in fund credits  
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4.6 The first respondent submitted that it is common cause that the returns 

of the four life stage portfolios are not identical. The very purpose of a life 

stage model is that the aggressive portfolio should outperform the 

conservative portfolio. Members may also contribute at various rates with 

a minimum of 7.5% which will also impact on the value of the fund credit.   

 

Newsletters and brochures 

 

4.7 The first respondent submitted that it distributes comprehensive benefit 

statements. It also distributes an annual report (MGF Journal), news 

flashes and brochures.  

 

Home loans 

 

 4.8 The first respondent submitted that it used to grant home loans directly 

from a member’s fund credit in terms of section 19(5) of the Act. Since 

the inception of the National Credit Act No 34 of 2005 (“NCA”), it has 

ceased granting such loans. Instead, it engaged Standard Bank and First 

National Bank to render pension backed loans against a guarantee 

supported by the member’s fund credit. The interest rate and the 

repayment term of the direct loans are regulated by the NCA and are 

therefore fixed for all retirement funds. Due to the economies of scale it 

negotiated the best discounted interest rates by Standard Bank and First 

National Bank available in the current market. 

 

 

Changing of membership numbers 

 

4.9 The first respondent submitted that during 2005 it implemented the life 

stage model with daily unitised pricing. This required major system 

changes and although the first respondent considered all possibilities to 

prevent a member number change, the developers of the system 
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indicated that it was not possible. This required the first change of 

numbers. In order to implement the latest technology in system 

development the administration system was revamped during 2011. 

Again it was not possible to retain the numbering system. The only 

choice was to retain the membership numbers and keep the old system 

or renew the system and allocate new numbers. Because of the 

considerable enhancements, especially in respect of security 

applications, the benefits of the renewal of the system outweighed the 

potential disruption created by new membership numbers. This was the 

second change of membership numbers. In both instances members 

were advised that the numbers would change and reasons were given. 

 

Loss of monies 

 

4.10 The first respondent submitted that this is an unfounded and potentially 

malicious statement which is vague.  

 

Rule amendments 

 

4.11 The first respondent submitted that amendments of the rules are done in 

accordance with the provisions of the rules and approved by the 

Registrar of Pension Funds (“Registrar”) after certification by the 

independent actuary that such rule amendments are financially sound in 

terms of the Act. All rule amendments are communicated to members via 

the annual Journal as well as their individual benefit statements. It is also 

included in the financial statements, as well as in the Chairperson’s 

report delivered at the annual meeting. 

Date of joining  

 

4.12 The first respondent submitted that its system carries two fields of joining 

dates because some members joined it from other funds during a 

previous open window period. It is important to carry the date of joining 

the original fund because of a certain tax concession applicable to 
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members who joined the original fund prior to 1998. Also with the 

amalgamation of and creation of new municipalities the original date of 

joining is reflected as well as the date of creation of the new employer 

entity. Some members want to see this information and others find it 

confusing. As a result, this field was deleted from the benefit statements 

effective 1 July 2012 to prevent potential confusion.  

 

Communication breakdown 

 

 4.13  The first respondent submitted that this allegation is too vague and does 

not indicate specific incidents. Communication is a two-way mechanism 

and therefore needs to exist to refer to a breakdown in communication. It 

further submitted that there is a local member representative available to 

the members at the Mopani Municipality. There is no evidence that the 

complainants communicated their concerns to the local member 

representative.   

 

Capturing of corrections 

 

4.14 The first respondent submitted that all corrections were done prior to 

receipt of this complaint. 

 

Treatment of beneficiaries 

 

4.15 The first respondent submitted that this allegation is vague and can 

therefore not be responded to. 

 

Funeral Cover 

 

4.16 The first respondent submitted that it is true that the funeral plan 

provided does not compare favourably with funds operating in the local 

government arena. It further submitted that although it does not intend to 

compete with such excessive funeral cover it resolved to amend its rules. 
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The Registrar declined the application to amend the rules on the basis 

that the Act does not allow a funeral cover benefit and the proposed 

cover exceeds that allowed by the Long Term Insurance Act No 52 of 

1998 (“Long term Insurance Act”).   

 

Relief sought 

 

4.17 The first respondent submitted that municipal employees have the 

freedom of choice to join any of about five retirement funds when starting 

employment. Once joined, a member is not allowed to migrate to another 

fund unless during a freedom of association window period. The South 

African Local Government Bargaining Council regulates such freedom 

periods. It further submitted that a new member is afforded a 3 month 

period calculated from the date of joining during which he/she may leave 

the first respondent. However, after the 3 month period, the first 

respondent’s rules do not allow termination of membership other than in 

the circumstances provided for by sections 32 to 35 of the rules, namely 

resignation, retirement, death, disability, dismissal or retrenchment. It 

further submitted that section 24(6) of its rules is clear that a member 

shall not cease to be a member while he remains in the service of the 

municipality.     

 

[5]      DETERMINATION AND REASONS THEREFOR 

 

5.1 The issue to be determined is whether or not there was any 

maladministration of the first respondent which would result in the 

complainants suffering any prejudice or loss or the potential thereof as a 

result of the maladministration.  

 

 Technical points 
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 5.2 Before the merits of the complaint could be considered, this Tribunal 

needs to determine whether or not the complaint is a complaint in terms 

of section 1 of the Act. 

 

 5.3 Section 1 of the Act defines a complaint 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 it 

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 

 (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;”   

 

5.4 The complaint deals with issues that are within the definition of a 

complaint in terms of section 1 of the Act. However, some issues raised 

do not fall within that definition. Therefore, this determination will firstly 

deal with those that do not fall within the definition of a complaint.  

   

 5.5 The following issues do not fall within the definition of complaint in terms 

of section 1 of the Act: 

 

 The first respondent did not consult them about the level and quality of the 

service offered; 

 The complainants want to the treated with courtesy and consideration; 
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 Complainants have never received information regarding the service they are 

entitled to; 

 The administration is not transparent; 

 Members never receive an apology when a mistake has been made and 

complaints are lodged; 

 There are no membership cards; 

 The complainants never received t-shirts, cap, pen, calendar, diary book, etc; 

 The changing of pension number too many times;  

 Funeral cover is too low compared to others; and. 

 

 5.6 The issues raised above are too vague and the complainants make bare 

allegations without elaborating on the issues. They also did not show 

that they suffered prejudice or potential prejudice as a result of the 

issues raised. Any complaint lodged with this Tribunal must relate to at 

least one of the three aspects of a pension organisation namely; the 

administration of a fund, the investment of its funds or the interpretation 

and application of its rules (See Armaments Development and 

Production Corporation of South Africa Ltd v Murphy NO and Others 

[1999] 11 BPLR 227 PFA)).  

 

  Merits 

 

 5.7 The following issues will be considered by this Tribunal as they fall within 

the definition of complaint in terms of section 1of the Act: 

 

 Removal of beneficiaries on nomination forms; 

 Capturing wrong information for members; 

 Fund credits are not equal for members of the same salary and joined the first 

respondent on the same date; and  

 The first respondent does not provide newsletters and brochures; 

 Loan repayments are too expensive. 

 

Removal of beneficiaries on nomination forms 

 

 5.8 The complainants did not provide any proof of this allegation. However, 

the first respondent in its response indicated that this is in relation to the 
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removal of beneficiaries on benefit statements. It admitted that these 

mistakes have occurred. However, they have been rectified. It also 

stated that at the time of distribution of death benefits it relies on the 

physical nomination form and not the information appearing on the 

benefit statement.  

   

 Capturing wrong information for members  

 

5.9 The members entitlement to be provided with adequate information 

regarding their benefits is based essentially on the duties of the board of 

trustees in terms of section 7D(c) of the Act, which reads as follows: 

 

             “The duties of the board shall be to- 

 

(c) ensure that adequate and appropriate information is communicated to 

members of the fund informing them of their rights, benefits and duties 

in terms of the rules of the fund.” 

 

Fund Credits 

 

5.10 The complainants allege that members who joined the first respondent at 

the same time with the same salary do not have the same fund credits. 

The first respondent submitted that members’ fund credits will always 

differ from time to time. The first respondent is a defined contribution 

fund. Although salaries and period in the first respondent may be the 

same, investment portfolios and returns may differ. In terms of a defined 

contribution arrangement, the member’s contributions are invested on 

his/her behalf. Therefore, members investment returns which will affect 

the fund credit will differ from time to time depending on the portfolio. 

The complainants are not submitting that they are not satisfied with their 

fund credits. They also did not provide proof to show that they have been 

prejudiced. This part of the complaint falls to be dismissed. 

 

Rule Amendments 
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 5.11 The complainants alleged that the first respondent does not notify it of 

any rule amendments. The fund and its board of management can only 

do what is set forth in the registered rules (see section 13 of the Act and 

Tek Corporation Provident Fund and Others v Lorentz [2003] 3 BPLR 

227 (SCA)). Section 43(1) of the first respondent’s rules provide as 

follows: 

 

     “AMENDMENT OF RULES AND ADJUSTMENT OF BENEFITS” 

 

(1) The Rules of the FUND may be amended, rescinded or added to by the 

COMMITTEE, subject to the provisions of section 12 of the ACT and 

section 79ter(5)  of the ORDINANCE. 

 

5.12 In terms of regulation 24(d), the principal officer must within six months 

after the end of a fund’s financial year, inform members of all the 

amendments or alterations to the rules of the fund registered during that 

financial year. The board of trustees has a duty to disclose relevant 

information to members (see Wentworth v GG Umbrella Fund and 

Others [2009] 1 BPLR 87 (PFA)). The second respondent submitted that 

all rule amendments are communicated to members via the annual 

Journal as well as their individual benefit statements. The complainants 

did not provide information regarding which rule amendment they are 

referring to in the complaint. The second respondent’s response was 

forwarded to the complainants for consideration. The complainants did 

not dispute this part of the second respondent’s response. Therefore, 

this Tribunal is satisfied that rule amendments were communicated to 

members. This part of the complaint falls to be dismissed. 

 

 Home loans 

  

 5.13 The complainants submitted that loan repayments are too expensive. 

The complainants did not provide the repayment amounts they are 
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unsatisfied with. A fund may grant a housing loan to its members if its 

rules allow it. Section 19(5)(a) of the Act provides as follows:   

 

“(a)  A registered fund may, if its rules so permit and subject to the 

regulations, grant a loan to a member by way of investment of its funds 

or furnish a guarantee in favour of a person other than the fund in 

respect of a loan granted or to be granted by such other person…” 

 

5.14 According to the first respondent, since the inception of the NCA, 

housing loans are no longer granted by the first respondent, but by 

Standard Bank and First National Bank. In casu, the first complainant 

(Ms Mathebula) has a direct home loan and the second respondent (Ms 

Hlongwane) has a pension backed loan from Standard Bank. The first 

respondent only furnishes guarantees in respect of housing loans 

granted to members by Standard Bank and First National Bank. The first 

respondent submitted that it negotiated the best discounted interest rates 

by Standard Bank and First National Bank on behalf of its members. The 

board of trustees has a duty to ensure that it provides members with 

adequate information regarding their benefits in terms of section 7D(c) of 

the Act (see paragraph 5.10 above). The repayments of the home loans 

have an effect on the ultimate benefits that members are entitled to at 

the time they withdraw from the first respondent. Therefore, the first 

respondent had a duty to disclose and explain to its members the rates 

negotiated on their behalf, in order for them to understand the terms of 

their agreements as it affects their ultimate benefits.   

 

Permission to withdraw whilst in service 

 

5.15 The complainants are dissatisfied with the first respondent’s refusal to 

allow them to withdraw as members while they remain in the service of 

the employer. They want to terminate their membership with the first 

respondent as a result of the maladministration of the first respondent.  
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 5.16 The relevant portions of Rule 24 regarding this part of the complaint read 

as follows: 

 

   “(1)   Subject to the provisions of these Rules, a person who was a member of the   

PENSION FUND or the RETIREMENT FUND at the COMMENCEMENT 

DATE, shall have a non-recurrent option to become a MEMBER of the FUND, 

such option to be exercised not later than 30 June 1995, whereafter the option 

shall be irrevocable.  

 

(2) (a) A person who becomes an EMPLOYEE between 1 July 1996 and 28 

February 1997, shall within three months thereafter elect in writing to 

become a member of the RETIREMENT FUND or the FUND: Provided 

that such election shall be non-recurrent and irrevocable: Provided 

further that such membership shall be retrospective from the date on 

which such person became an EMPLOYEE…… 

  

(6)  A MEMBER shall not cease to be a MEMBER while he remains in the 

service of a LOCAL AUTHORITY, subject to sections 24(10), (13) and 

(14).” 

 

5.17 The employer is a participating local authority in the first respondent and 

the complainants are employees who were admitted to the first 

respondent’s membership. The first respondent is correct in its 

contention that the complainants are not entitled to withdraw from its 

membership while they still remain in the service of the employer. The 

first respondent is therefore bound to act in accordance with its rules. 

Thus, this Tribunal cannot order the first respondent to act contrary to its 

rules. 

 

 

 

 

 

[6]  ORDER 

 

6.1 In the result, the order of this Tribunal is as follows: 
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6.1.1 The first respondent is ordered to provide the complainants with 

copies of their latest corrected benefit statements, within two 

weeks of the date of this determination.  

 

 

DATED AT PRETORIA ON THIS 24th DAY OF JUNE 2013 

 

 

 

____________________________________ 

MA LUKHAIMANE 

DEPUTY PENSION FUNDS ADJUDICATOR 

 

 

 

 

 

 

 

 

Section 30M Filing: Magistrate’s Court  

Parties unrepresented   


