
IN THE TRIBUNAL OF THE PENSION FUNDS ADJUDICATOR 

 

CASE NO:  PFA/GA/2487/2001/NJ 

In the complaint between: 

 

J Tlaka Complainant 
 

and  

 

Abbott Laboratories Pension Fund  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 the payment of an early withdrawal benefit, in particular, whether the 

respondent informed the complainant of all the options available to him. 

 

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

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

have relied exclusively on the documentary evidence and written submissions gathered 

during the course of our investigation. 

 

3. The complaint is Joshua Tlaka, an illiterate adult male of Soweto, Gauteng.  The 

complainant is unrepresented in this matter.   

 

4. The respondent is Abbott Laboratories Pension Fund, a pension fund duly registered 

under the Act.  The fund is represented by its principal officer, Mr Walter Skosana.  

The rules of the fund are divided into three sections, namely, the definitions, special 
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rules and general rules. The general rules regulate the administration of the fund.  The 

special rules specify the computation of the benefits upon termination of membership 

of the fund as well as the eligibility criteria for membership and the rate of contributions 

payable by members. 

 

5. The complainant commenced employment with Abbott Laboratories SA (Pty) Ltd (“the 
employer”) in about 1986 and subsequently became a member of the fund.  On 1 

August 1999 the complainant’s services were terminated by the employer and his 

membership of the fund ceased.  Special rule 4 regulated the computation his benefit, 

the material provisions of which, read: 

 
 

4.1 RIGHT TO AND AMOUNT OF WITHDRAWAL BENEFIT 

 

The benefit to which a MEMBER shall become entitled to on leaving the 

EMPLOYER’S SERVICE before retirement shall be payable tin terms of General 

Rule 7 and shall be as specified in Special Rules 4.1.1, 4.1.2 or 4.1.3, as elected by 

the MEMBER.  Any option elected in terms of this Special Rule 4.1 shall be 

irrevocable. 

 

4.1.1 Deferred Pension … 

 

or 

 

4.1.2 Transfer to Other Funds 

 

The MEMBER may direct that 

 

(a) the amount in Special Rule 4.1.3. 

  

    PLUS 

 

(b) if he has completed five years or more of SERVICE, an additional 

percentage of the amount in Special Rule 4.1.3 (i), based on the 
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following scale: 

 

Completed Years of Service  Additional Percentage 

 

5 years, but less than 6 years  50 

6 years, but less than 7 years  55 

7 years, but less than 8 years  60 

8 years, but less than 9 years  65 

9 years, but less than 10 years  70 

10 years, but less than 11 years  75 

11 years, but less than 12 years  80 

12 years, but less than 13 years  85 

13 years, but less than 14 years  90 

14 years, but less than 15 years  95 

15 years or more   100 

 

be transferred to a pension fund or a retirement annuity fund approved as 

such by the COMMISSIONER.  Such MEMBER shall not be entitled to any 

other benefit in terms of these RULES. 

 

   or 

 

4.1.3 Lump Sum 

 

The MEMBER may elect a lump sum equal to; 

 

(i) the MEMBER’S ACCUMULATED CONTRIBUITONS together with 

8 per centum per annum compound interest thereon 

 

plus 

 

(ii) in the case of a MEMBER in respect of whom a lump sum of 

employee moneys was transferred from a previous fund to the 

OLD SCHEME, a refund of such lump sum plus 8 per centum per 

annum compound interest thereon. 
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4.2 … 

 

 

6. The fund computed the complainant’s benefit in terms of special rule 4.1.3, which 

amounted to R26,975.65 (less tax). After deducting R4,783.37 for income tax, 

R22,192.28 was deposited into the complainant’s bank account on 23 November 1999. 

The complainant was dissatisfied with the withdrawal benefit, in particular, the 

exclusion of the employer’s contributions made on his behalf.  He furthermore 

contended that the fund did not advise him of all the options available in terms of rule 

4, especially the option to preserve his withdrawal benefit resulting in a portion of the 

employer’s contributions forming part of the benefit.  He essentially seeks an order 

directing me to order the fund to pay him a withdrawal benefit including a portion of the 

employer’s contributions.   

 

7. Mr Skosana acting on behalf of the fund contended that the complainant signed a 

withdrawal notification form indicating the option of a cash benefit.  On the basis of this 

withdrawal form, the fund computed his benefit in terms of special rule 4.1.3.  He did 

not comment as regards to whether the fund advised the complainant of all the options 

available to him.  However, he indicated that the fund was prepared to allow the 

complainant to reverse his initial decision and re-exercise his option.   

 

8. The payment of any withdrawal benefit and the options associated therewith is 

regulated by the rules of the fund and applicable legislation, where the said rules 

incorporate the legislation.  As stated, special rule 4 regulated the complainant’s 

withdrawal benefit, in terms of which, he was entitled to either a deferred pension or a 

cash benefit or a transfer to another fund.  In terms of special rule 4.1.3, where a 

member elects a cash benefit, he is entitled to his accumulated contributions together 

with interest thereon compounded at a rate of 8% per annum.  However, where the 

member elects to transfer his benefit to another fund, provided he has completed 5 

years or more of service, in addition to the lump sum benefit (special rule 4.1.3), he is 
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further entitled to a percentage of the lump sum depending on the number of years of 

completed service. 

 

9. By virtue of completing 13 years of service, the complainant was also entitled to the 

option of a transfer to another pension fund.  In summary, he was entitled to a deferred 

pension or a lump sum benefit of R22,192.28 (after tax) or a transfer of his benefit in 

the amount of R51,253.74 (including 90% of his cash lump sum in terms of special  

rule 4.1.3) to a pension fund. 

 

10. As I have held previously, the board of management of any pension fund organization 

has the duty to provide material and relevant information to all members including 

exiting members. Put differently, the board has to advise the exiting member of all the 

options available to him, in order for the said member to make an informed decision.  

This duty was more compelling in the circumstances of this case by virtue of the 

complainant being illiterate.  Therefore, by simply providing the complainant with a 

bundle of documents was insufficient.  However, by virtue of the fund agreeing to allow 

the complainant an opportunity to re-exercise his option, it is unnecessary for me to 

make a definitive ruling on whether the board complied with its duty to advise the 

complainant of the various options.  Nevertheless, I believe in the interest of justice it 

would be appropriate for the fund to specifically advise the complainant of all the 

options available to him.  The appropriate relief for the complainant, is to put him in the 

position he would have been had all the options been clearly explained to him. 

 

11. The complainant is entitled to re-exercise his withdrawal option afresh.  In the event of 

him electing to opt for the preservation of his benefit, the fund is directed to take all 

steps necessary (from a taxation and subsequent withdrawal from a preservation fund 

point of view) to ensure that the option exercised by the complainant is implemented.   

 

12. Accordingly, the final order of this tribunal is as follows: 
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12.1 The board of management of the respondent is directed to properly inform    

   the complainant of all the options available to him in terms of special rule 4,   

 within 3 weeks of the date of this determination. 

 

12.2 After receiving the information contemplated in paragraph 12.1, the               

   complainant shall re-exercise his withdrawal option in terms of special rule    

   4, within 6 weeks of the date of this determination. 

 

12.3 The respondent shall take all steps reasonably necessary to implement the  

    complainant’s option in terms of paragraph 12.2, within 3 weeks of receiving 

    notice from the complainant. 

 

 

DATED at Cape Town this 7th day of May 2001. 

 

 

 

_________________________________ 

John Murphy 
Pension Funds Adjudicator 


	John Murphy

