
IN THE TRIBUNAL OF THE PENSION FUNDS ADJUDICATOR 
 

CASE NO: PFA/KZN/165/99/SM 
  
 
In the complaint between: 
 
LLOYD ANTHONY KOLB               Complainant 
 
and  
 
UNIVERSITY OF NATAL RETIREMENT FUND        First Respondent 
                                          
UNIVERSITY OF NATAL                                                               Second Respondent 
 
ALEXANDER FORBES FINANCIAL SERVICES                              Third Respondent 
 
 
 

PRELIMINARY DETERMINATION 
  
 
 
1. This is a complaint lodged with the Pension Funds Adjudicator on 23 September 

1999 in terms of section 30A (3) of the Pension Funds Act of 1956 (“the Act”), 

concerning the complainant’s dissatisfaction with the interest calculations in the 

fund and the fund’s explanation for the use of the 5% employer contribution applied 

to risk benefits and a reserve account.  Essentially the complainant alleges that he 

has been prejudiced through the  maladministration of the fund by the fund or the 

administrators. 

 

2. The complainant is Lloyd Anthony Kolb, employed in the Department of Physics  by 

the second respondent, the University of Natal.  Since 1 January 1995 he has been 

a member of the first respondent, the University of Natal Retirement Fund, a 

defined contribution fund registered under the Act. The fund is administered by the 

third respondent, Alexander Forbes.  
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3. In arriving at this preliminary determination I have relied on the 

documentary evidence and submissions and on the investigation of the complaint 

by my senior investigator, Sue Myrdal.  

 

4. The first aspect of the complaint relates to the calculation of the returns credited to 

the member’s fund credit.  It appears from the detailed submissions before me that 

considerable time and effort has been expended in dealing with this question by all 

the parties.  Essentially the complainant contends that the calculation of the returns 

has been performed in an incorrect and misleading way.  He asserts for example 

that, according to his calculations, the percentage return for the year ended 31 

December 1997 was  6,335%, whereas the percentage published by the fund was 

10,005% (according to the fund the actual rate earned by the fund was 11,720%, 

with the difference being an allowance for the 25% tax and a conservatism margin). 

On this basis the complainant alleges that the return on the investment of his 

monies is actually much worse than it appears to be, and he seeks a declaratory 

order that KPMG and Deloitte and Touche recalculate the annual returns on the 

fund for 1995 to 1999, the cost to be borne by the University of Natal or Alexander 

Forbes should the method be found to be misleading. 

 

5. Although the complainant has submitted his worksheet I am unable to discern or 

evaluate the logic of his method as it is not annotated with any clarity. 

   

6. The rules of the fund are silent as to the particular method to be used to calculate 

the returns.  The only reference is to be found in rule 2 (the definitions section), 

where “fund credit” is defined as the sum of the accumulated contributions (17,5% 

of member’s salary, contributed by the employer), plus any transfer amounts,  

 
“together with interest thereon at a rate declared by the trustees on the advice of the 

actuary”. 

7. Both the fund and the administrator have responded to this aspect of the complaint, 

pointing out that the method used by the fund to calculate the returns is an 
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accepted industry method, which has been approved by the external auditors, 

Deloitte & Touche and KPMG.  The complainant is in receipt of an explanation, 

written by Mr Rhys Dyer, senior director of Alexander Forbes, of the method used, 

whereby the monthly contributions are added to the previous balance, and 

multiplied by a factor of the monthly percentage return to compound the returns on 

a monthly basis.  The annualised return is then derived by multiplying out the 

factors over the year.  Mr Dyer also met with the complainant on 20 May 1998 and 

wrote to him on 17 July 1998 explaining the above.  The fund has furthermore 

submitted an explanation from the actuary to the fund, a Mr Economou, regarding 

the methodology used to calculate the returns. 

 

8. As far as I can determine the fund’s calculations are correct, and the complainant’s 

persistence in disputing them would seem to me to be vexatious and unreasonable. 

 However I am prepared to allow the complainant an opportunity to furnish me with 

expert evidence regarding his method of calculation, and accordingly I shall issue a 

rule nisi to this effect.  Since the fund’s actuaries have already certified their 

satisfaction with the fund’s methods and disclosures, it is not appropriate that they 

be involved in this dispute on the complainant’s behalf.  It is for the complainant to 

solicit his own independent expert opinion, the costs whereof shall be for the 

complainant’s account. 

 

9. The second aspect of the complaint relates to the complainant’s dissatisfaction with 

the fund’s explanation of the manner in which the 5% employer contribution to risk 

benefits is applied.  The complainant regards this as a deduction from his 

pensionable salary and essentially questions why only 2,702% (in 1998, according 

to a letter from Mr Dyer dated18 March 1998) was used for death and disability 

benefits and expenses, the remainder being held in the reserve account.  Despite 

Mr Dyer’s pointing out that the 5% is in fact not deducted from the pensionable 

salary the complainant persists in his implied allegation that not all the money 

contributed on his behalf is being used for his benefit. 
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10. I  can do no better than to quote the response of the fund to this allegation: 

 

“In terms of rule 4 of the Fund, the Employer makes a 17,5% contribution towards members’ 

retirement benefits.  The employer then makes a further 5% contribution towards the cost of 

death and disability benefits and towards the expenses of the Fund and Reserve Account.  

The excess of the required amount for risk benefits and expenses is transferred to Reserve 

Account No.1.  This is specifically allowed for in Rule 4.2.  The purpose of Reserve Account 

No. 1 is to provide a buffer against increasing risk and administration expenses.  Amounts 

standing to the credit of this reserve account are used as follows: 

 

(a) Where so decided by the Trustees, to meet all or part of the shortfall, if any, in the 

contribution towards Fund expenses; 

(b) As decided by the Trustees, in consultation with the Actuary, to increase benefits 

payable by the Fund. 

 

Where a substantial credit builds up in this account the Fund may increase benefits.  This 

was done via an increase in the rate of return declared as at 30 June 1998.  This gave the 

Fund an additional return of 2.702%, which was credited to members.  The Complainant  

has thus benefited from the amounts in Reserve Account No.1. 

 

As is evidenced from the above and the Rules, the Fund has acted in terms of the Rules.  It 

is thus not guilty of maladministration or acting outside of its powers.  The Fund and its 

members, (hence the Complainant), are bound by the Rules and the Trustees are bound to 

apply the 5% in terms thereof.  We further submit that the Reserve Account is set up for the 

benefit of the Fund as a whole and in no way prejudices its members, in fact members may 

benefit from it, as was the case at 30 June 1998. 

 

We respectfully submit that the Fund and the Employer are very generous towards the 

members.  Members receive a 17,5% contribution towards retirement benefits and a further 

5% towards risk benefits.  This amounts to an effective contribution of 22,5%.  This is way  

in excess of the majority of retirement funds in South Africa, where contributions are 

normally in the region of 12.5% - 13.5%.  In addition, most funds deduct the risk benefits 

from that contribution, leaving members with an effective 8% or 9% contribution to 

retirement funding. 



 5 
 

In the premises, we submit that the Complainant has not suffered any prejudice and that in 

fact, he has no complaint at all.  We ask that his complaint be dismissed. 

 

11. This aspect of the complaint is without merit and is hereby dismissed. 

 

12. The fund and the administrator in their submissions have requested that I make an 

order for costs against the complainant, on the grounds that the complaint is a 

frivolous and trivial one. In my view the second aspect of the complaint is 

completely trivial and without merit and the first aspect appears prima facie to be 

without merit as well.  Given that the respondents have had to expend a substantial 

amount of time on correspondence with the complainant over a period of some 

years and that the complainant has been obdurate in his responses, in my view it is 

appropriate that the complainant should pay the respondents’ costs of defending 

this complaint, should the preliminary order set out below be made final.  

 

13. Accordingly I hereby issue a rule nisi in terms of which the complainant is called 

upon to present expert evidence to show cause, if any, within 30 days of this 

preliminary determination, why the following order should not be made final: 

 

13.1 That the complaint is dismissed. 

 

13.2 That the complainant is ordered to pay the reasonable costs of the first and 

third respondents hereto in defending this complaint.  

 

DATED at CAPE TOWN this 4th  day of OCTOBER  2000. 

...................................................... 

JOHN  MURPHY 

PENSION FUNDS ADJUDICATOR 
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