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DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24, OF 1956 (“the Act”) – P MATHEE v JOHANNESBURG MUNICIPAL 
PENSION FUND 
 
Introduction 
 
[1] This complaint concerns the pension increases granted to pensioners. The 

complaint was received by this office on 6 June 2005 and a letter 
acknowledging receipt thereof sent to you on 14 June 2005. On 14 June 
2005 a letter was dispatched to the respondent giving it until 5 July 2005 
to file a response to the complaint. The response dated 26 July 2005 was 
received on 27 July 2005. On 5 August 2005 the response was sent to you 
for a reply by 19 August 2005. A reply was received from you on 18 
August 2005. After considering the written submissions before me, I 
consider it unnecessary to hold a hearing in this matter. 

 
Complaint 
 
[2] You are a pensioner of the Johannesburg Municipal Pension Fund (“the 

fund”). Your complaint concerns the pension increases granted to 
pensioners (in particular the increase of 0.6% granted to pensioners with 
effect from 1 July 2004) pursuant to the fund’s pension increase policy, 
namely, to grant increases in accordance with the consumer price index. 
According to you, the consumer price index should not be decisive but 
serve merely as a guideline. You contend that the decisive factor should 
be what the fund can afford as advised by the actuary. 

 
Response 

 
[3] The fund states that the pension increase policy that was adopted was as 
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a result of considerable debate and discussion among the trustees as well 
as input from independent experts.   

 
[4] It states further that it does not wish to introduce affordability into the 

pension increase policy as there could be circumstances where this could 
be detrimental to the pensioners.  

 
[5] According to the fund in terms of the current increase policy, the fund is 

obliged to grant consumer price index increases irrespective of whether 
these can be supported by the investment performance achieved on the 
pensioner’s assets. In the event of under-funding, the employer is required 
to step in. 

 
Determination and reasons therefor 
 
[6] The new minimum benefit legislation enacted with a commencement date 

of 7 December 2001 provides for certain minimum pension increases to be 
paid by a pension fund organization as defined in the Act. The provisions 
pertaining to minimum pension increases are contained in sections 14A 
and 14B of the Act.  

 
[7] The import of these provisions is that every pension organization 

registered prior to 7 March 2002 must implement the minimum pension 
increase from the effective date of the first actuarial valuation of the fund 
that occurs after commencement of the legislation (section 14A).  

 
[8] The fund advises that the date of its first actuarial valuation was 30 June 

2002. However due to ongoing litigation between the fund and the 
employer this valuation has not yet been submitted to the Financial 
Services Board. Nevertheless the fund adopted a pension increase policy 
at the trustee meeting held on 27 June 2003.  

 
[9] The minimum pension increase is the greater of the increase policy on the 

one hand and the lesser of the two measures set out in sections 14B(4)(b) 
and 14B(4)(c) respectively on the other. (Paragraphs (b) and (c) refer to 
funding-related and CPI-related increases respectively).  

 
[10] While the fund may not want to introduce affordability into its increase 

policy, affordability is nevertheless a factor in determining the applicable 
“minimum pension increase” in terms of the Act. And it is the minimum 
pension increase which was payable to you                          
on the effective date of the first actuarial valuation (30 June 2002, in this 
instance) and at least once every three years thereafter (section 
14A(1)(d)). This increase may have been the increase set out in the 
increase policy but not necessarily. 
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[11] If the lesser of the two measures set out in sections 14B(4)(b) (funding 
related) and 14B(4)(c) (CPI related) is greater than the increase set out in 
the increase policy, then the latter did not constitute the minimum pension 
increase payable by the fund. 

 
[12] It appears that the fund has erroneously assumed that it may grant 

pension increases pursuant to its increase policy without determining the 
minimum pension increase payable in terms of the Act.  

 
[13] The appropriate relief is to order the fund to determine the minimum 

pension increase as at 1 June 2002 and 1 June 2005 respectively in terms 
of section 14B(4)(d) of the Act and thereafter to direct the fund to pay you 
the difference, if any, between the minimum pension increase payable and 
the increase paid on 1 July 2002 and 1 July 2005 respectively.  

 
Relief 
 
[14] In the result I make the following order: 
 

14.1 The fund is directed to calculate the minimum pension 
increase as at 30 June 2002 in terms of section 14B(4)(d) of 
the Act;  

 
14.2 The fund is ordered to pay the complainant the difference, if 

any, between the increase awarded to him on 1 July 2002 
and the minimum pension increase calculated in paragraph 
14.1.  

 
14.3 The fund is directed further to calculate the minimum 

pension increase as at 30 June 2005 in terms of section 
14B(4) of the Act; 

 
14.4 The fund is ordered to pay the complainant the difference, if 

any, between the increase awarded to him on 1 July 2005 
and the minimum pension increase calculated in paragraph 
14.3.  

 
DATED AT CAPE TOWN ON THIS THE       DAY OF      2006. 
 
Yours faithfully 
 
 
 
VUYANI NGALWANA 
PENSION FUNDS ADJUDICATOR 
 


