
IN THE TRIBUNAL OF THE PENSION FUNDS ADJUDICATOR 

 

CASE NO: PFA/WE/278/98/NJ 

In the complaint between: 

 

N Isaacs Complainant 
 

and  

 

SAMA Pension Fund First Respondent 
SAMA Health & Medical Publishing Group Second Respondent 
 
 

DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS ACT OF 
1956  

 
 

1. This is a complaint lodged with the Office of the Pension Funds Adjudicator in terms of 

section 30A(3) of the Pension Funds Act 24 of 1956 (“the Act”).  The complaint 

relates to an early withdrawal benefit, in particular, the failure by the second 

respondent to increase the withdrawal benefit in terms of a discretion granted to it.   

 

2. No hearing was held in this matter.  An investigation under my supervision was 

conducted by my investigator, Naleen Jeram.  In handing down this ruling, I have 

relied on the documentary evidence and written submissions gathered during the 

course of our investigation.  

 

3. The complainant is Naziem Isaacs, a former member and employee of the first and 

second respondent respectively, of Athlone, Western Cape. 

 

4. The first respondent is South African Medical Association Pension Fund, a pension 

fund duly registered under the Act (“the fund”).  The fund is represented by Ms 

Amanda Mostert of ABSA Consultants and Actuaries, the administrators of the fund. 
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5. The second respondent is South African Medical Association Health and Medical 

Publishing Group, an association incorporated in terms of section 21 of the Companies 

Act (“the employer”). The employer is represented by one of its directors, Mr Peter 

Roberts.   

 

6. The complainant commenced employment with the employer in about January 1978 

and subsequently became a member of the fund.  On 24 July 1998 he voluntarily 

resigned from service.  The complainant served his employer in a number of different 

administrative and clerical positions.  His competence led to him being promoted into a 

supervisory and management role, wherefrom he eventually resigned.  The 

computation of his early withdrawal benefit was regulated by section 9 of the rules, 

which reads: 

 
If a Member leaves the service of the Employer before his Normal Retirement Date and is not 

entitled to any benefit in terms of these rules other than that relating to the option in section 10 he will 

be entitled to either of the benefits available under this section: 

 

(a) In respect of a member other than a Senior member, a refund of the Member’s current 

contributions to the fund and the Old Fund, with Interest, plus an additional amount equal to 10% 

thereof in respect of each completed year of Pensionable Service, subject to a maximum 

additional amount equal to 100% thereof. 

 

Plus 

 

a refund of the Member’s additional contributions to the fund, with Interest. 

 

(b) In respect of a Senior member, an amount equal to the reserve value of the Member’s 

accumulated interest in the fund, as calculated by the Actuary. 

 

Senior Member is defined in section 2 as follows: 

 
A Member who is designated as such by the Principal Employer and who appears in the records of 

the fund as such. 
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7. The fund determined that the complainant did not qualify as a senior member and 

accordingly computed his benefit in terms of section 9(a).  The benefit was computed 

as follows: 

 
i. Transfer value from previous fund  R  6,773.41 

ii. Interest on the above    R11,101.83 

iii. Own contributions to the Fund   R23,214.84 

iv. Interest on contributions    R13,721.46 

v. Additional on iii and iv    R35,936.30 

       R91,747.84 

 

R21,587.48 was deducted for tax and the complainant eventually received 

R70,160.37.   

 

8. The complainant is dissatisfied with the value of his early withdrawal benefit.  He 

contended that prior to his resignation, he was advised by Mr Quartesa Edrich (an 

official employed in the accounts department of the employer) that he was entitled to 

R173,717.00 (before tax).  This amount was calculated by the fund’s actuary 

representing the complainant’s actuarial reserve value as at 31 August 1998.  When 

the complainant eventually received his benefit in terms of section 9(a), he further 

queried their issue with the administrators of the fund.  He was allegedly informed that 

he did not fall within the management category and therefore was not entitled to his 

actuarial reserve value.  The complainant essentially argued that he did fall within the 

management department of the employer and attached a letter from Mr Peter Roberts 

confirming his supervisory and management position at the time of his resignation.  

Therefore, essentially his argument is that he falls within the definition of a senior 

member and his benefit ought to have been determined in terms of section 9(b), in 

terms of which he is entitled to his actuarial reserve value amounting to R173,717.00 

(before tax). 
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9. The issue for determination is whether the complainant qualified as a senior member. 

Senior member is defined as “a member who is designated as such by the principal 

employer and who appears in the records of the fund as such”. 

 

10. Ms Mostert acting on behalf of the fund contended that the complaint’s benefit was 

correctly determined in terms of section 9(a) as the complainant did not qualify as a 

senior member.  According to her, only if the employer informed the fund of a 

member’s status being a senior member was the member recognized as a senior 

member.  According to the fund’s records, there were in total 13 members with the 

status of senior members during the last 10 years. Ms Mostert concluded that because 

the employer had not designated Mr Isaacs to be a senior member, the complaint be 

dismissed.   

 

11. For the purpose of determining the status of a “senior member”, posts were evaluated 

in terms of the “Hay points system”, an international job evaluation system used to 

determine the worth of any employee within an organization.  The system was 

described by the employer as follows: 

 
The Hay method is a job evaluation system and is a registered product of Hay Management 

Consultants, an international company.  A job evaluation system is a process of determining without 

regard to personalities or person competencies, the worth of one job relative to others.  They Hay 

Management Consultants re-evaluated each job within SAMA some years back, using a points/factor 

system.  Each job was assessed and treated according to three factors, which comprised of eight 

elements.  The assessment and rating was presented in the form of a total number.  The higher the 

total number assigned to the job, the more “senior” or complex the job was seen to be.  Benefits 

were then given to employees, based on the rating assigned to their jobs. 

 

In terms of the employer’s practice only members with 700 points or more qualified as 

senior members.  In practice only executive members and directors who reported 

directly to the secretary general qualified, as well as the editor of the South African 

Medical Journal.  Since the complainant’s post was rated at 223 points, he did not 



 Page 5 
 

qualify as a senior member.   

 

12. The payment and computation of any withdrawal benefit payable by a pension fund is 

regulated by the rules of the fund.  In terms of section 9, two benefits are payable 

depending on whether the member qualified as a senior member or not.  Members 

falling outside the definition of a senior member are entitled to a benefit computed in 

terms of section 9(a). In the case of a member, who was deemed a senior member by 

the employer, he or she was entitled to his or her actuarial reserve value, as 

determined by the fund’s actuary.  In effect, the employer is granted a discretion to 

determine whether a particular member qualified as a senior member and thus to 

receive the enhanced benefit.   

 

13. It is now settled law that the participating employer in any pension fund organization, 

owes a duty of good faith to the fund, its members and beneficiaries.  Marais JA, in 

Tek Corporation Provident Fund & Others v Lorentz  [2000] 3 BPLR 227 (PFA), 

expressed this duty as follows: 

 
The pension fund, the powers and duties of its trustees, and the rights and obligations of its 

members and the employer are governed by the rules of the fund, relevant legislation and the 

common law.  The fund is a legal persona and owns its assets in the fullest sense of the word 

Aowns@.  (Section 5(1)(a) and (b) of the Pension Funds Act 24 of 1956.)  The object of the fund is Ato 

provide retirement and other benefits for employees and former employees of the employers in the 

event of their death@.  (Rule 1.3) The trustees of the fund owe a fiduciary duty to the fund and to its 

members and other beneficiaries.  (Section 2(a) and (b) of the Financial Institutions (Investment of 

Funds) Act 39 of 1984 and rule 18.1.4) The employer is not similarly burdened but owes at least a 

duty of good faith to the fund and its members and beneficiaries. (Compare Imperial Group 

Pension Trust Ltd and Others v Imperial Tobacco Ltd and Others [1991] 2 all ER 597 (Ch) at 
604g - 606j.) 

 

14. The Supreme Court of Appeal, other than the reference to the English case of Imperial 

Group Pension Trust Ltd did not expressly outline the scope and extent of the duty of 

good faith.  The duty of good faith can be expressed in terms of the following 
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principles: 

 

14.1. the employer must not exercise its powers arbitrarily; 

 

14.2. the employer must exercise its rights for the efficient running of the scheme; 

 

14.3. the employer must not exercise its rights for the purpose of forcing the 

members to give up their accrued rights; 

 

14.4. the employer may not adopt a rigid policy of refusing to consider benefit 

increases, rather he should be willing to review each decision with regard to 

its merits and circumstances;  

 

14.5. the employer must not without reason and proper cause conduct itself in a 

manner calculated or likely to destroy or seriously damage the relationship of 

confidence of trust between the employer and employees; and 

 

14.6. the employer when exercising a power may look after its own interest. 

financial or otherwise, in the future operation of the fund. 

 

15. Thus, the employer’s power to deem a member to be a senior member thereby 

entitling him to a greater benefit must be exercised properly and reasonably, taking 

account of relevant factors and ignoring irrelevant considerations.  Further, it may not 

fetter its discretion nor should its decision reveal an improper purpose. However, the 

members are not entitled to the employer ipso facto exercising this discretion in their 

favour.  Depending on the circumstances of each case, the employer may well have 

good reason to refuse an enhancement of the benefit.    

 

16. In casu the employer elected not to exercise its discretion to determine seniority on an 

individual basis. Rather, it adopted the “Hay points system” to determine whether a 



 Page 7 
 

member qualified as a senior member.  As stated, this system evaluates an 

employee’s worth in comparison to other employees with specific reference to the 

employee’s know-how, problem solving ability and accountability.  In my view there is 

nothing inherently wrong with the employer using this system in determining whether a 

member qualified as a senior member. It provides an objective criteria in terms of 

which the fund’s ongoing liability can be predetermined. This system objectively 

evaluates the characteristics and worth of each employee and ensures that no unfair 

discrimination (amongst members) results in a person being deemed a senior 

member.  Furthermore, the system is advantageous in that it allows a continuous 

evaluation of a large group of employees throughout the country (whenever any 

changes occurred in respect of employment status).   

 

17. Whilst the use of 700 points as a benchmark to determine a senior member appears to 

be high (therefore only senior executives thus far have qualified as a senior members), 

this is not an issue permitting me to interfere.  Should employees be dissatisfied, they 

can raise the matter with the employer in the appropriate forum.  From the evidence 

before me I am satisfied that the employer has properly exercised its discretion and 

complied with its duty of good faith owed to the complainant and the fund.  

Accordingly, the complaint is dismissed. 

 

 

Dated at CAPE TOWN this 16th day of March 2001. 

 

 

 

 

___________________________ 

John Murphy 

Pension Funds Adjudicator 


