
Annual Report 2010/11

A
nnual R

ep
o

rt 2010
/11

23 Fredman Drive, Sandton

Cnr Fredman Drive and Sandown Valley Crescent | Sandton | 2196

T +27 87 942 2700 | +27 11 783 4134 | F +27 87 942 2644 

Email: enquiries-jhb@pfa.org.za | Website: www.pfa.org.za

Pension Funds Adjudicator

RP115/2011
ISBN: 978-0-621-40168-4



23 Fredman | Corner Fredman Drive and Sandown Valley Crescent | Sandton | 2196
Tel: 087 942 2700 | 011 783 4134 | Fax: 087 942 2644

Email: enquiries-jhb@pfa.org.za | www.pfa.org.za
Centralised complaints helpline for all Financial Ombud Schemes: 086 OMBUDS (0860 066 2837)

The service offered by the Pension Funds Adjudicator is free to members of the public



Vision, mission and mandate 1

Message from Minister of Finance 2

Message from the chairman  

of the Financial Services Board 3

Message from OPFA chairman 4

Operational report of the PFA 5

Staffing 7

Complaints 8

Summary of important determinations 10

Annual financial statements 20

Performance information 44

Contents

Vision

The Pension Funds Adjudicator is a specialist tribunal that aspires to be a 

respected institution that makes binding and final determinations in pension  

fund complaints submitted to it in terms of the ACT.

Mission

The mission of the OPFA is to resolve complaints in terms of the  ACT in 

order to uphold the integrity of the pension fund industry and to protect 

the interests of pension fund members.

Mandate

The mandate of the OPFA is to ensure a procedurally fair, economical and 

expeditious resolution of complaints in terms of the  ACT, by:

• Ensuring that its services are accessible to all

• Investigating complaints in a procedurally fair manner

•  Reaching a just and expeditious resolution of complaints in accordance 
with the law

•  Are innovative and proactive in thought and in action

•  Support, encourage and provide opportunities for individual growth
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Message from Minister  
of Finance

National Treasury’s pursuit of the “twin peaks” model of financial supervision follows international best practice and seeks to reduce 

regulatory risk by dividing the burden and authority in financial oversight between two institutions; one responsible for supervising 

consumer protection and market conduct, and the other responsible for prudential regulation. The Office of the Pension Funds 

Adjudicator (OPFA) has a very important role to play in this new regulatory framework and in protecting members of retirement 

funds. The proper management of retirement savings is crucial to the welfare and wellbeing of South Africans, and also to the economy 

since they are a source of long-term savings. 

The OPFA has, since its establishment in 1998, done very well in affording members of pension funds an opportunity to have their 

complaints investigated and resolved in a procedurally fair, economical and expeditious manner, without the need to resort to the 

courts. To further enhance accessibility to members of the public, the OPFA has since April 2011 been participating in the centralised 

complaints helpline for all financial Ombud schemes, where members of the public can phone a toll-free number for more information 

about the different financial Ombud schemes. This bears proof of the greater measure accorded to representing and protecting 

member rights and interests. 

The great success of the OPFA in resolving complaints has, however, not been without challenges, the recent and major challenge 

being the passing away of Mr Charles Pillai in November 2010. Mr Pillai brought a new sense of direction to the OPFA and made 

several important changes to the structure and operations of the OPFA. Mr Pillai will also be remembered for his dedication and 

commitment to watching out for the interests of the poor. Our sincerest condolences are sent to his family, friends and colleagues.

The operations of the OPFA are forging ahead with the assistance of the reappointed Acting Adjudicator, Dr Elmarie de la Rey. I am 

optimistic that Dr de la Rey and her team will continue to steer the ship and provide retirement fund members with a convenient and 

accessible recourse system. I wish Dr de la Rey and her team well in this important role.

Pravin Gordhan
Minister of Finance 
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The year under review started with much optimism with the appointment of Charles Pillai as the fourth Pension Funds Adjudicator 

from 1 April 2010.

Mr Pillai started by identifying problem areas and taking steps to remedy some of the shortcomings the OPFA had faced.

After the announcement of his illness, Dr Elmarie de la Rey was again appointed as Acting Adjudicator. Mr Pillai passed away  

on 6 November 2011, before many of the plans that he had been working on, could be fully implemented.

During his short time in office, Mr Pillai had already made a significant impact on the OPFA and the retirement fund industry  

as a whole. His contribution to the financial services industry, through his efforts as the first FAIS Ombud and then as the fourth 

Pension Funds Adjudicator, has been immense. His legacy will remain for many years.

While Mr Pillai was in office, Dr De la Rey continued to assist with the professional work of the OPFA. This contributed to a smooth 

transition when Mr Pillai became incapacitated and she was once again appointed as Acting Adjudicator.

Due to the appointment of the FSB as the accounting authority and more direct reporting to the operational subcommittees  

of the Board, it was decided to disband the OPFA Committee as at 31 March 2011. The OPFA Committee under the chairmanship of 

Mrs Jabu Mogadime gave strategic guidance to the OPFA and their work is much appreciated.

On behalf of the board and the FSB, I wish Dr De la Rey and her team well.

Abel Sithole
Chairman of the Financial Services Board

Message from the chairman of 
the Financial Services Board
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I take pleasure in writing a brief message to the 2010/2011 annual report.

In my previous message, I expressed my confidence that under the leadership of Charles Pillai, the OPFA would regain its stature as a 

respected and effective institution that provides a much needed service to the masses of workers who seek its services daily.

One of the first operational improvements Mr Pillai made was to identify the need for a dedicated section to dispose of older 

complaints. This section has made significant inroads into finalising older complaints.

One of Mr Pillai’s first tasks was to draft and implement a substantial number of policies and compliance protocols to ensure 

compliance with the Public Finance Management Act, 1 of 1999 (PFMA), after the FSB was reinstated as the accounting authority of 

the OPFA from 1 April 2010. This he accomplished in a relatively short space of time.

This is my last message as chairperson of the OPFA Committee. On 31 March 2011 the FSB Board decided to disband the OPFA 

Committee due to more direct reporting by the OPFA to the different specialised subcommittees of the Board.

Mrs Jabu Mogadime
Chairperson of the OPFA

Message from OPFA Chairman
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In the Annual Report 2009/2010, Charles Pillai wrote
“It was with a sense of pride and honour that I took office as the 
fourth Pension Funds Adjudicator on 1 April 2010.”

Mr Pillai’s appointment brought a new sense of direction to 
the OPFA. Several changes were made to the structure and 
functioning of the office, all of which have proved to be beneficial 
in improving service delivery.

Sadly, Mr Pillai passed away on 6 November 2010.

I was appointed as Acting Pension Funds Adjudicator on  
15 October 2010.

The OPFA has faced a number of challenges during the year 
under review. Apart from dealing with the unexpected death 
of Mr Pillai, the OPFA has had to deal with several challenges 
around compliance with the provisions of the Public Finance 
Management Act 1 of 1999 (PFMA) and Treasury Regulations, 
the implementation of new policies, and outdated IT and case 
management systems.

The issue of turnaround times in dealing with complaints and the 
backlog of complaints to be finalised remain a matter of concern.

Challenges around compliance with the provisions of the  
Public Finance Management Act 1 of 1999 (PFMA) and Treasury 
Regulations
Two staff members, the Finance Manager and the Accountant, left 
at short notice at the beginning of the financial year. Fortunately 
an experienced consultant assisted until a new finance manager 
was appointed in May and a new accountant with effect from 
1 September 2010. With only one staff member remaining in 
Finance, the lack of continuity and the progression towards a 
more compliant environment presented certain challenges.

The situation has since improved considerably and it is anticipated 
that in the next financial year, the OPFA will be fully compliant 
with the PFMA and treasury regulations.

Compliance with the provisions of the Public Finance 
Management Act 1 of 1999 (PFMA) and Treasury Regulations
As of 1 April 2010, the Minister of Finance directed that the FSB 
will be the accounting authority of the OPFA.

The implementation of new policies
A substantial number of formal policies were drafted and approved 
by the Board of the FSB in order to comply with the PFMA. 
The bulk of the policies were approved on 30 September 2010 
and had to be implemented immediately. The implementation 
of various policies, which included the anticipation of the annual 
increase date from 1 April 2011 to 1 January 2011, performance-
based increases and performance-based incentive bonus 
payments, led to some dissatisfaction amongst staff members 
which unfortunately received media attention. These concerns 
were all addressed.

Turnaround times in dealing with complaints and the backlog of 
complaints to be finalised remain a matter of concern.
One of the operational improvements implemented from 
April 2010 has been the formation of a dedicated team in the 
Adjudication Unit to deal with complaints lodged before 1 April 
2008. This has successfully reduced the number of unresolved 
old complaints. It is anticipated that this team will finalise their 
task and that all complaints lodged prior to 1 January 2009 will be 
resolved by no later than the end of November 2011.

The general turnaround times in dealing with complaints remain 
a matter of concern. A new case management system should 
alleviate a number of problems once it is implemented and  
fully functional.

Case management
The Adjudication team dealing with complaints lodged prior to  
1 April 2008 has been able to resolve 584 complaints.

Overall, at the end of the year under review, 6 220 new 
complaints had been received, 894 complaints had been settled 
by conciliation, 1 430 were determined, and 3 799 were resolved 
without requiring determination. In total, 6 123 complaints  
were closed.

Operational report of the 
Pension Funds Adjudicator
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Human resources
On 31 March 2010, the OPFA had a total staff complement of 54.

During the financial year, there were three resignations, one 
death and one termination of employment by mutual separation 
agreement. One employment contract was not renewed. Five 
new appointments were made.

On 31 March 2011, the OPFA had a total staff complement of 55.

Improvement of conditions of service
From 1 April 2010, all staff members have to participate in a 
retirement annuity scheme.

The OPFA granted staff and their dependants medical aid cover 
from July 2010. In order to implement the medical aid cover, the 
OPFA carried the total cost of implementation.

Skills development
In a concerted effort to improve the quality of drafting, all 
professional staff members were given training in legal drafting. 
English language training was also given to all staff members. The 
improvement in the standard of work has been noticeable.

Professional staff members attended the two-day annual 
conference of the Pension Lawyers’ Association (PLA) in two 
groups on 7 and 8 March 2011. Due to operational requirements, 
it was not possible to allow any professional staff members to 
attend on both days. The PLA agreed to the split and subsidised 
a part of the conference fees.

Expenditure relating to the FIFA 2010 World CupTM

The OPFA joined the whole of South Africa and the world to 
celebrate the kick-off of the FIFA 2010 World CupTM which was 
hosted by South Africa for the first time. The celebration took 
place at the OPFA premises on 10 June 2010.

The OPFA did not spend any funds on purchasing of match tickets. 
In line with the prevailing spirit leading up to the tournament, the 
OPFA purchased 60 scarves, mugs and gift bags, as well as seven 
flags for staff members. The total expenditure was R8 666.

Conclusion
The OPFA faced a number of challenges at the beginning of the 
financial year, 1 April 2010.

Most of these challenges as reported in the previous annual 
report by Mr Pillai, have been addressed and resolved, or are in 
the process of being resolved.

Turnaround times in resolving complaints remain a challenge, 
although much has been done to improve the situation. I trust 
that the planned improvement of the case management system, 
including the development and implementation of customer 
relationship software, as well as the ongoing skills development 
of all staff members, will in due course enable us to resolve 
complaints more expeditiously.

The OPFA remains committed to fulfilling its mandate to ensure 
a procedurally fair, economical and expeditious resolution of 
complaints in terms of the Pension Funds Act, 24 of 1956.

Judging by the substantial decline in the number of determinations 
taken on review to the High Court in terms of section 30P of the 
Act when compared to previous years, as well as listening to 
feedback from stakeholders, I am satisfied that there is renewed 
respect and confidence in the determinations made by the PFA.

In conclusion, I wish to thank the Board of the FSB, the 
chairpersons and members of the subcommittees of the 
Board, the chairperson of the OPFA Committee, the executive 
officer of the FSB, senior staff members of the FSB, the OPFA’s 
Management Committee and the staff members of the OPFA 
for their continued support during what has been a year of  
many challenges.

Dr Elmarie de la Rey
Acting Pension Funds Adjudicator

31 July 2010

Operational report of the Pension Funds Adjudicator 
continued
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Staffing

The OPFA strives at all times to be the employer of choice and to 

be compliant with employment equity requirements. The OPFA’s 

demographics are illustrated in Graphs A, B, and C below.

The OPFA’s structural composition as at 31 March 2011 was as 

follows: 
Employees on professional level  19
Support level function  7

Administrative level 29

Graph A: Racial composition within the OPFA

Graph C: Structural composition of the OPFA

Graph B: Gender composition within the OPFA

Our racial composition as at 31 March 2011was as follows:
Africans 45
Coloureds 6
Whites 2
Indians 2

Out of the total staff complement of 55 as at 31 March 2011, our 

gender composition was as follows:
Females 37
Males  18
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Nature of benefit

Type of benefit Percentage (%)

Retirement 7,80  

Early retirement 1,57

Death 9,64

Ill health/disability 2,44

Withdrawal 60,65

Section 14 transfers 1,73

Housing benefit 0,20

Maintenance 0,71

Divorce 2,61

Other 12,65

Total 100,00

Case activity

Cases as at 
1 April 2010

Cases  
lodged from  

1 April 2010 to  
31 March 2011

Cases  
closed from  

1 April 2010 to  
31 March 2011

Cases as at  
31 March 2011

8 171 6 220 6 123 8 268

How complaints were disposed from 1 April 2010 
to 31 March 2011

New complaints unit Conciliation unit Adjudication unit

3 205 894 2 024

Telephone enquiries

Month Complainants

April 1 911

May 1 813

June 1 610

July 2 866

August 1 385

September 2 716

October 1 362

November 1 698

December 608

January 998

February 720

March 950

Total 18 637

Complaints
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Walk-in complainants during 2010/2011

Month Complainants

April 112

May 168

June 187

July 160

August 159

September 182

October 198

November 143

December 81

January 154

February 208

March 192

Total 1 944

Where do complaints come from?

Province Percentage (%)

Western Cape 12,66

Northern Cape 1,54

Eastern Cape 6,92

Free State 4,94

KwaZulu-Natal 12,08

Mpumalanga 7,59

North West 2,72 

Gauteng 46,01

Limpopo 5,14

Foreign countries 0,40

Unspecified 0,14

Total 100,00
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The complainant was a member of the Lifestyle Retirement 
Annuity Fund which is underwritten and administered by Liberty. 
She made application for an ill-health early retirement benefit on 
30 January 2008 at Liberty’s branch office in Benoni.

However, despite numerous enquiries at the branch the 
application was not processed. The initial application form 
was only forwarded to head office in July 2008 and the 
complainant was requested to complete another application in  
September 2008.

The disability claim was assessed and admitted and the 
complainant was paid on 31 October 2008. The complainant 
complained about the delay in processing her claim and the 
quantum of the benefit she received.

The complainant’s contributions commenced at R150 per month, 
escalating at 10% per annum on each contract anniversary 
date. She paid her last monthly contribution of R353,69 on  
22 January 2008.

The second respondent sent reminder letters advising her of the 
unpaid contributions, but no further monthly contributions were 
received. It made the contract paid-up on 1 April 2008.

The complainant’s fund value immediately before the paid-up 
event was R64 704,82. A paid-up causal event charge of R1 512,77 
was levied by the second respondent, reducing the complainant’s 
fund value on 1 April 2008 to R63 192,05.

However, before the causal event on 1 April 2008, the 
complainant had submitted a disability claim form to the second 
respondent dated 30 January 2008. It appears that this claim 
form was never acted on because a second disability claim form 
dated 8 September 2008 was also submitted to the second 
respondent.

A document titled “medical certificate for disability” was 

completed by the complainant’s doctor and was dated 7 October 

2008. The complainant’s ill-health early retirement application 

was assessed and approved on 21 October 2008.

An actuarial computation of the complainant’s early retirement 

benefit was confirmed on 23 October 2008; a tax directive 

from the South African Revenue Services (“SARS”) for “nil tax” 

was obtained on 27 October 2008 and the second respondent 

paid the complainant her ill-health early retirement benefit of  

R42 183,62 on 31 October 2008.

The complainant submitted that she took seriously ill in October 

2007. In December 2007 she visited the second respondent’s 

head office in Braamfontein. She was given an ill-health early 

retirement claim form to complete and was sent to the second 

respondent’s branch office in Benoni. The complainant was 

assisted by consultants at the branch as well as by the second 

respondent’s call centre. The claim form was submitted on  

30 January 2008, after which the complainant enquired on a 

regular basis about her application.

The second respondent’s representatives also informed her of 

the quantum of the benefit she could expect to receive. On one 

occasion the complainant was told that the consultant who had 

assisted her had not forwarded the claim form to the appropriate 

department.

It appears that after further enquiries with the branch manager 

and the regional manager, a claim was finally submitted to the 

second respondent’s head office.

According to the complainant, on 3 November 2008 she became 

aware of the payment that was made by the respondents and 

again contacted the second respondent’s consultants to inform 

them about her unhappiness about the quantum thereof.

The first respondent’s principal officer responded to the 

complaint by attaching a response from the second respondent in 

Summary of important determinations

In Nayagar v Lifestyle Retirement Annuity fund and Liberty Group 
Limited the complainant complained about the undue delay in the 
processing of her ill-health early retirement application and the 
lower than expected amount that was eventually paid out to her.
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reply to the complaint. He averred that for the reasons provided 

in the attached response, the complaint against the respondents 

should be dismissed.

The second respondent’s response contained copies of the 

complainant’s policy document, rules and letters. As regards 

the complaint, the second respondent confirmed that it was a 

retirement annuity fund contract and that it was made paid-

up due to non-receipt of contributions. The complainant was 

advised of this in writing.

The second respondent assessed an early retirement benefit 

based on the complainant’s disablement. At the time of the claim 

the second respondent determined that the complainant met 

the disability requirements. The paid-up value of the contract 

was settled.

The second respondent advised that the policy had an illustrative 

maturity value of R85 194 on 1 March 2012. However, as the 

contract was terminated early due to ill-health early retirement, 

the second respondent submitted that the illustrative maturity 

value no longer applied.

The second respondent averred that the complainant believed 

she was entitled to R85 194, whereas this amount was merely an 

illustrative value that may have been payable on maturity in 2012.

The second respondent advised that the complainant’s policy 

had an actual early retirement benefit value of R42 183,62 at the 

time of payment. There was no tax deductible on this lump sum 

benefit and the full amount was paid to the complainant.

With regard to the delay in processing the complainant’s claim, 

the second respondent admitted that there were “some delays in 

the processing of the claim.” The second respondent proceeded 

to advise as follows:

“As a result of some issues in the branch during 2008, the claim 

was only submitted to the head off ice claims’ department in July 

2008. The assessment process was delayed further by the assessors 

requiring declarations from the former employer and medical reports 

from attending specialist. These are standard requirements for the 

assessment of any Disability Benefit.

The disability claim (Early Retirement Benefit) was assessed 

and approved on 21/10/2008. The settlement went through on 

31/10/2008 after receipt of the Tax Directive.”

The second respondent concluded by averring that the 

complainant believed she was entitled to a higher value than the 

actual value that was paid to her in October 2008. However, 

they verified that the amount paid to the complainant was in fact 

correct. Thus the complaint should be dismissed.

In his ruling, the adjudicator said that by the second respondent’s 

own admission, there were “some issues” at its Benoni branch 

that resulted in the complainant’s claim being submitted to its 

head office claims department only in July 2008.

Thus, there was an omission on the part of the second 

respondent’s employees to timeously submit the complainant’s 

claim form to its head office for assessment. This omission on 

the part of the second respondent’s employees resulted in the 

complainant suffering loss.

The adjudicator noted that the second respondent acted not 

only as the first respondent’s underwriting insurer, but also as 

its administrator. Therefore, the second respondent and its 

employees were bound by the provisions of section 2(a) of the 

Financial Institutions (Protection of Funds) Act No 28 of 2001, 

to observe the utmost good faith and exercise proper care and 

diligence over the funds it administered in respect of the first 

respondent.

The second respondent, through its employees, was aware of 

the complainant’s ill-health claim in December 2007 and by  

30 January 2008 she had submitted a claim form to the second 

respondent. Thus, there was a delay from 30 January 2008 to 
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8 September 2008 before the complainant’s claim could be 

properly assessed by the second respondent.

The second respondent had failed to explain the reason for the 

delay, but it admitted that there was a delay in its response dated 

5 May 2009.

The adjudicator found that it was not expected of an insurer or 

administrator of a retirement annuity fund to take over some six 

months to submit a claim form from its branch to its head office. 

This delay could only be attributed to negligence on the part 

of the second respondent’s employees, who displayed a singular 

lack of care and diligence in processing the claim.

This amounted to maladministration of the fund by its 

administrator. The complainant suffered loss as a result of the 

maladministration because her market-linked investment had 

decreased in value due to the delay.

The adjudicator said that looking at the complainant’s investment 

values provided by the second respondent, the complainant 

would have received R67 755,29 on 1 May 2008. Instead the 

complainant received R42 183,62 on admission of the claim on 

23 October 2008.

As the second respondent explained, this was due to adverse 

stock market conditions, especially in October 2008. The 

complainant would not have suffered such a sharp decline in her 

investment value had her ill-health early retirement claim been 

processed timeously by the second respondent.

The quantum of her loss was the difference between her 

investment value on 1 May 2008, ie R67 755,29 and the amount 

that was paid to her on 30 October 2008, ie R42 183,62. This 

amounted to a loss of R25 571,67.

Liberty was ordered to pay the complainant an amount of  

R25 571,67, less any deductions in terms of sections 37A and 37D 

of the Pension Funds Act, 1956, plus interest thereon at the rate 

of 15,5% per annum computed from 23 October 2008 to date 

of payment.

In a defined benefit pension plan the fund and the employer 

commit to paying the member a specific benefit for life beginning 

at his or her retirement.

The complaints that came before the adjudicator concerned the 

discrepancy between the complainants’ pensionable emoluments 

and the actual rate of contributions that were deducted from 

their salaries, which affected their fund value.

The complainants were employed by the City of Johannesburg 

and were members of the Johannesburg Municipal Pension Fund 

by virtue of their employment.

During 2001 the third respondent introduced new uniform 

retirement fund arrangements for its employees in order to 

eliminate racial disparities and introduced a single fund for all 

employees. In November 2001 the third respondent issued a 

notice to terminate its participation in the first respondent and 

its “sister” fund, the City of Johannesburg Pension Fund (CJPF).

However, the third respondent’s participation in the first 

respondent and the CJPF could not be finalised as a result of a 

dispute relating to the funding position of both funds. The funds 

took the view that the third respondent was obliged to fund 

certain substantial unfunded benefits in the funds, while the third 

respondent disputed that it was obliged to do so.

Summary of important determinations continued

In the complaints of Durand, Rossouw and Van der Berg v Johannesburg 

Municipal Pension Fund (f irst respondent), NMG Consultants & Actuaries 

(Pty) Ltd (second respondent) and City of Johannesburg (third respondent) the 
adjudicator had to consider whether or not the fund had to pay benefits in a 
defined benefit fund according to capped salary increases or not.
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While negotiations were ongoing in order to settle the dispute, 

the funds’ liabilities continued to outgrow their assets as a result 

of annual salary increases.

During 2003 the first and third respondents agreed that in 

terms of the rules, pensionable emoluments would increase  

in future only by the general level of salary increase granted by 

the Johannesburg City Council from time to time to all employees 

across the board. This meant that higher salary increases granted 

to employees would not be taken into account for the purposes 

of determining their pensionable emoluments.

However, an administrative error occurred in the implementation 

of the salary increase policy. This administrative error, which 

affected some members, including the complainants, resulted 

in the third respondent granting some employees increases in 

salary that were higher than the general salary increase and then 

deducting and paying contributions to the first respondent on 

this higher salary level.

In order to resolve this issue the first and third respondents offered 

to refund the affected members the overpaid contributions to 

the fund, plus interest.

The fund and the third respondent concluded a settlement 

agreement in November 2005 that resolved their dispute relating 

to shortfalls in funding and the restructuring of the funds. In April 

2006 the settlement agreement was approved by the majority of 

members of both funds and the parties were in the process of 

implementing the agreement.

The complainants maintained that their pensionable emoluments 

did not reflect the actual rate of contributions that were 

deducted by the third respondent, which was 9.5% of basic salary. 

Each complainant’s post was re-graded in January 2006, which 

resulted in salary increases. The complainants were advised 

that in terms of the first respondent’s rules, their pensionable 

emoluments were restricted to their basic salaries prior to 2005 

plus the average annual general salary increases. They were 

further advised that the salary increases that were granted to 

them in January 2006 would not be considered in the calculation 

of their pensionable emoluments.

However, the complainants asserted that their monthly pension 

contributions had remained at 9,5% of total monthly salary 

(including the salary increase) and they were not advised that 

their pension fund contribution rate had been restricted. 

Therefore, the complainants submitted that as a result of the 

failure of the respondents to inform them of the restriction on 

their pensionable emoluments, they had a legitimate expectation 

that their pension benefits would be based on the actual pension 

contributions (including salary increases) that were deducted 

from their salaries.

The complainants requested this tribunal to determine whether 

or not the first and third respondents should be held liable to 

pay their pension benefits on the basis of the actual rate of 

contributions that were deducted from their salaries, as they 

believed that they had suffered financial prejudice in this regard.

The second respondent filed a response on behalf of the first 

respondent in its capacity as its administrator. It submitted that 

the policy restricting increases in pensionable salary has been 

in existence since 2003 and was adopted in terms of the first 

respondent’s rules.

The third respondent had advised the first respondent of its 

intention to terminate its participation in the fund, which it 

rejected on the basis that it had to fund a shortfall that existed 

in the first respondent. The first respondent had to take legal 

action against the third respondent in order to force it to 

continue paying contributions to the fund and also to continue 

funding certain benefit entitlements, which were in dispute.

In parallel with the legal action between the parties, there was 

a process of trying to reach a negotiated settlement relating to 

the rights of members and the fund’s liabilities. The objective of 

the first respondent during the negotiation was to ensure that 
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the first respondent had sufficient assets to meet its accrued 

liabilities as a closed fund without any further funding from the 

third respondent. However, while the negotiations were ongoing, 

the first respondent’s liabilities were growing with annual salary 

increases and other changes to pensionable emoluments.

This led to the conclusion of an agreement between the first and 
third respondents, which provided that members’ pensionable 
emoluments would in future increase by the average level of 
salary increase granted by the Council from time to time to all 
its employees. This policy was communicated to members in 
various forms, as well as in benefit statements that were issued 
to them.

The second reason that necessitated the introduction of a 
restriction on pensionable salary increases was that the third 
respondent implemented a programme which resulted in 
members moving from a basic salary structure to a total cost 
to employer package structure. The cost to employer structure 
had adverse implications for the financial well-being of the first 
respondent as it was open to manipulation by employees in 
relation to the pensionable salary component.

The definition of “pensionable emoluments” in the first 
respondent’s rules gives the fund the right to limit annual increases 
in pensionable emoluments if it exceeds inflation. This rule is 
important for a defined benefit fund such as the first respondent 
since increases in pensionable salary can place onerous additional 
liabilities on the fund.

The risk to the funding level of the first respondent is acute in 
circumstances where the fund is likely to terminate or to become 
a closed fund.

The first respondent decided to refund the overpaid contributions 
to the third respondent. However, it submitted that this offer 
was unacceptable to the complainants as they sought an order 
that they be entitled to a benefit calculated on the basis of 

pensionable emoluments that were higher than the pensionable 

emoluments set out in the first respondent’s rules.

It contended that the complainants were not entitled to be paid 

benefits not provided for in the first respondent’s rules and in 

excess of the amounts held in the fund for his benefit.

The acting Pension Funds Adjudicator said in her determinations 

that the point to be considered was whether or not the 

complainants were entitled to have their pensionable 

emoluments in the first respondent computed on the basis of 

their actual salary, which was in excess of the general pensionable 

emoluments increases as agreed between the first and the third 

respondents.

She said from the definition of “pensionable emoluments” read 

together with Rule 30(1) (a) of the first respondent’s rules, the 

board of management may determine the limit of increases 

in annual pensionable emoluments. The board exercises this 

power in consultation with the employer, the Council and an 

Actuary and having regard to the Consumer Price Index (“CPI”) 

for Witwatersrand. The power to determine pensionable 

emoluments included the right to prescribe restrictions on annual 

increases in pensionable salary if it exceeded the inflation rate.

The acting adjudicator found that there was a rational basis for 

the restriction on increases in pensionable emoluments. Firstly, 

the limitation on increases in pensionable emoluments had to 

be implemented in order to deal with the increasing liabilities 

of the first respondent as a result of annual salary increases that 

were granted to employees while the parties were negotiating a 

settlement. Secondly, the restriction was important as the first 

respondent is a defined benefit fund and as a result any large 

increases in pensionable salary would place additional future 

liabilities on the fund, which it may not be able to honour.

The acting adjudicator ruled that the complainants did not 

suffer any loss or financial prejudice as they were not entitled to 

have their pensionable emoluments computed on the basis of 

increases to his pensionable emoluments that were higher than 

the agreed percentage in terms of the rules. All three complaints 

were dismissed.

Summary of important determinations continued
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In Khone v Pannar Group Pension Plan and Two Others the 

complainant had worked for the Pannar Group of Companies 

since 1972. He was a member of the fund until his retirement in 

February 2007.

In September 2006, before his retirement, the complainant 

requested details about his retirement benefit from the second 

respondent in an attempt to plan his retirement which was due 

to begin within five months.

In response the complainant received a letter dated  

20 September 2006 from the third respondent informing him of 

his “capital upliftment” figure if he were not to commute one-

third of his retirement benefit.

The complainant proceeded with his retirement benefit claim. 

He commuted only a small amount of his benefit to cash  

and directed that the remainder of his benefit be distributed 

equally between Old Mutual’s Galaxy life annuity and its Max 

Income Plan.

Early in March 2007, after his retirement date, the complainant was 

advised by his financial adviser that the total amount transferred 

by the first respondent to Old Mutual was R261 500 less than the 

quoted capital upliftment figure. The complainant was concerned 

by the first respondent’s transfer of a retirement benefit amount 

that was less than the quoted figure. At no stage was he advised 

that the quoted upliftment figure had been reduced by R261 500.

The complainant complained that when he queried the shortfall 

between the quoted and transferred amounts with the second 

respondent it was suggested that he should be content with the 

amount that was transferred to Old Mutual.

The complainant submitted that he may have expected a minor 

reduction between the quoted and the actual value paid, but 

R261 500 was too large an amount not to raise concern. Due 

to the fact that at retirement his final pension payable was not 

subject to market fluctuations, it was reasonable to expect 

the final amount would not be significantly different in the five 

months between September 2006 and February 2007.

The respondents submitted that the complainant was presented 

with a quote dated 20 September 2006, as calculated by the third 

respondent. The complainant had never requested confirmation 

of the actual values to be paid and he and his financial adviser had 

based his retirement planning on the original values presented in 

September 2006.

The respondents confirmed the retirement values paid to the 

complainant. They averred that the complainant took it for 

granted that the values quoted to him in September 2006 would 

be his actual retirement benefit of 1 March 2007.

Given the importance of retirement as a life event, it would 

be reasonable to expect a member or his adviser to enquire 

about the final amounts closer to the payment date. The 

complainant should have double-checked the actual value to 

be paid instead of relying on a value quoted five months prior 

to his retirement date. The respondents submitted that there 

was no maladministration. They also averred that they would not 

be in a position to check the methodology and calculation basis 

applied by the third respondent that led to the adjustment in the  

actual value.

The acting adjudicator noted that the key issue was whether or 

not the third respondent was justified in applying the method 

it did in calculating the complainant’s retirement benefit. In a 

defined benefit fund the employer was responsible in terms of the 

rules to pay in any amount as a result of a shortfall in members’ 

benefits, thereby assuming the risk of the first respondent being 

underfunded.

Should the complainant have opted not to uplift his entire 

retirement benefit as a lump sum payment, the first respondent 

and ultimately the employer would have had to pay a higher 

amount to the complainant in the long run.
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An independent actuary appointed by the Tribunal advised that:

•	 	the	first	respondent	was	underfunded	as	there	was	not	much	

surplus to cover a shortfall in members’ benefits;

•	 	There	were	only	 a	 few	defined	benefit	 category	members	

left in the first respondent;

•	 	If	the	actual	age	of	the	complainant’s	spouse	was	used	then	

the amount paid would differ from the valuation assumption 

amount applied by the third respondent, leading to more 

costs for the first respondent;

•	 	If	 the	 complainant	 had	 purchased	 a	 pension	 in	 the	 first	

respondent it would have led to a longer time period in 

which the employer could have funded the existing deficit in 

the first respondent; and

•	 	the	complainant’s	upliftment	of	the	entire	retirement	benefit	

led to an immediate cost to the first respondent.

Thus, when the quote was provided in September 2006 the 

actuary applied actual data to the calculation of a retirement 

benefit.

However, at the time of the calculation of retirement benefit, the 

actuary used assumed data, resulting in a reduced benefit. In the 

opinion of the independent actuary this method of calculating the 

complainant’s benefit was difficult to accept, notwithstanding his 

acknowledgment that different actuarial practices exist.

The acting adjudicator found that despite the existence of 

different actuarial practices, the first respondent and ultimately 

the employer must make good the shortfall experienced by the 

first respondent in members’ individual cases.

The age of a spouse is empirical data and, therefore, has to 

be more accurate than an assumption. Therefore, the method 

applied by the third respondent in calculating the complainant’s 

benefit cannot be justified as it was in possession of the necessary 

information enabling the calculation of the benefit to have been 

carried out using actual data that was available to the first and 

third respondent.

The first respondent was ordered to liaise with the third 

respondent in recalculating the complainant’s retirement benefit 

using the complainant’s spouse’s actual age as at the complainant’s 

retirement date. The first respondent was also ordered to 

transfer the difference between the recalculated amount and the 

amount already paid to the complainant to Old Mutual.

He referred the matter to this tribunal in March 2009 because 

he believed his benefit had been calculated incorrectly. The 

complainant worked intermittently for construction firm Murray 

and Roberts for 27 years from 1982 until his employment was 

terminated on 28 February 2009.

He was a member of the fund, which is administered by Alexander 

Forbes Financial Services (Pty) Ltd. He worked on several Murray 

& Roberts construction projects and was retrenched each time a 

project was finished and was rehired for new projects.

The complainant said he was employed by the firm again in 

2009 for nine months and was paid another small amount as 

a withdrawal benefit upon his retrenchment. He was also 

not receiving a monthly pension as some of his retrenched  

peers were.

In their response, the respondents said their investigations 

revealed that while the complainant had entered the building 

industry in 1977, Murray and Roberts was not a participating 

employer of Southern and Eastern Cape Building Industry 

Provident Fund until March 1995. Thus the complainant would 

not have been a fund member from 1982 as indicated in  

his complaint.

Summary of important determinations continued

In Dyosi v Southern and Eastern Cape Building Industry Provident 
Fund and Another the complainant’s employment was terminated in 
February 2009. He was dissatisfied with his small pension payout, citing 
his long years of service with the company and what he believed was a 
disproportionate payout.
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The complainant had also withdrawn benefits from the fund 

on three occasions when his employment was terminated in 

October 1999, August 2001 and February 2009. His payouts 

included both his and his employer’s net contributions, plus 

investment returns.

The respondents submitted a breakdown of the complainant’s 

withdrawal benefit which showed his benefit was computed 

correctly on each occasion in terms of the fund’s rules as required 

by section 13 of the Pension Funds Act.

In her ruling the acting adjudicator emphasised that a member’s 

withdrawal benefit in a defined contribution fund was not 

affected by his years of service with his employer.

She found that the complainant’s benefit was computed in terms 

of the first respondent’s rules and dismissed the complaint. 

This determinations shows the pitfalls of early withdrawal of 

retirement benefits, particularly where contract work and 

regular breaks in employment occur, rather than preserving  

withdrawal benefits.

The complainant applied for a home loan in August 2004. This 

was granted in November 2004 and the first payment was 

to have been deducted by the Fund via its administrator in 

December 2004.

The complainant claimed he made a telephonic follow-up with his 

employer when he realised there were no deductions from his 

salary and was advised they would activate it. But the deductions 

only started in June 2006. By that time interest had accrued on 

the arrear amounts and the outstanding balance on the loan had 

increased substantially.

In its response the fund said it could not be held liable because it 

had fulfilled its end of the agreement. It notified the municipality 

of the complainant’s loan amount and repayment terms in a 

November 2004 letter.

The municipality claimed the fund should have sent an 

authorisation letter to its human resources department so that 

payments could be deducted from the employee’s salary and 

reflected on his payslip.

It also said it was the primary responsibility of the complainant 

to have enquired with the human resources department about 

non-payments, because the contract was between him and the 

fund and the money was paid from his account.

The acting adjudicator referred to a similar 2004 case, Felander v 

Cape Municipal Pension Fund, where it was noted that inasmuch 

as it was the employer’s duty to effect deductions against 

the complainant’s salary and pay the amount to the fund, the 

complainant cannot claim to have been unaware that no 

deductions had been effected on his salary.

If any party can be held responsible for an actionable loss that the 

complainant may have suffered, it would be the employer.

However, the employer correctly noted the complainant received 

monthly salary advises, which acted as statements and would 

have reflected whether or not any housing loan repayments 

were made. 

The tribunal reiterated that it was the employee’s responsibility 

to check salary slips to ensure any housing loan repayments are 

deducted from his salary. Unless intentional or negligent damages 

or maladministration can be proven, the home loan provider 

and the employer cannot be held liable for interest incurred 

if payments are not effected timeously. The acting adjudicator 

found that the employer could not be held liable for damages and 

the case was dismissed.

In Molefi v Municipal Employees Pension Fund and Another the 
complainant wanted the respondents, the fund and the employer, to 
pay the arrear interest levied on his outstanding home loan because 
monthly instalments were not deducted from his salary.

 Office of the Pension Funds Adjudicator | Annual Report 2010/2011 17



This tribunal ruled that even though the member spouse had 

made a partial cash withdrawal from the preservation fund in 

2001, the complainant was entitled to payment of her pension 

interest in terms of section 37D of the Pension Funds Act, 1956.

The adjudicator further found that there was a valid endorsement 

of the first respondent’s records reflecting the complainant’s 

entitlement to 50% of the pension interest and that, in terms of 

section 37D(4)(c) of the Pension Funds Act, the non-member 

spouse never acquired membership of the preservation fund, 

so the prohibition against members making more than one cash 

withdrawal before reaching retirement age did not affect the 

complainant because she was not a member.

Therefore, the complainant was entitled to payment of her 

pension interest. However, the preservation fund did not have 

registered rules for payment of pension interest to non-member 

spouses. 

The fund was ordered to submit a rule amendment to the 

Registrar of Pension Funds that would permit such payments.

The complainant was directed to make her election of a cash 

payment or transfer of her pension interest once the rule 

amendment was approved by the Registrar.

The determination was also sent to the Registrar of Pension 

Funds and the South African Revenue Service because while the 

letter of the law was followed by this tribunal, the adjudicator 

believed that this case illustrated that the drafters and lawmakers 

who are custodians of the Pension Funds Act and the Divorce 

Act needed to think carefully about its implementation.

The result of permitting withdrawals from preservation funds 

for non-member spouses, even where there had already been a 

once-off withdrawal by the member before retirement, was that 

schemes could be hatched that would effectively permit access 

to preservation fund benefits before members reached their 

normal retirement age.

This is contrary to the philosophy of preserving benefits until 

retirement and was not the intention of the legislature when 

preservation funds were introduced.

Subsequently, the authorities have commenced the process of 

introducing legislation that will make preservation compulsory.

Summary of important determinations continued

In Theron v Sanlam Preservation Pension Fund and Another the 
complainant, who divorced the member spouse on 13 November 
2003, had requested the Sanlam Preservation Pension Fund and its 
administrator to pay her 50% share of pension interest in terms of an 
amended divorce order, but her request was refused.

She complained to the tribunal, contending that she was entitled to 
immediate payment of her share of the pension interest in the first 
respondent.
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Report of the Audit and Risk Management
Committe of the OPFA
for the year ended 31 March 2011

We are pleased to present our report for the financial year ended 31 March 2011.

Audit Committee members and attendance

Name of member Number of meetings attended

H Wilton 6
P Sutherland 7
J Mogadime 6

The Audit Committee is a subcommittee of the Board of the Financial Services Board and consists of only non-executive
Board members.

Audit Committee’s responsibility
The Audit Committee reports that it has complied with its responsibilities arising from sections 51(1)(a) of the Public
Finance Management Act, 1999 (Act No 1 of 1999) (PFMA) and Treasury Regulations 27.1.The Audit Committee reports
that it has adopted appropriate formal terms of reference as its Audit Committee charter, has regulated its affairs in
compliance with this charter and has discharged its responsibilities as contained therein.

The effectiveness of internal control and the internal audit function
During the year under review, several deficiencies in the system of internal control and/or deviations were reported by the
internal auditors and the Auditor-General South Africa, in particular in the areas of property, plant and equipment; supply
chain management; and performance information.The Committee has satisfied itself that management is taking appropriate
steps to remedy these deficiencies and to ensure that errors and irregularities which may occur will be prevented or
detected by the internal controls in good time. Furthermore, the Committee is not aware of any material losses that
occurred as a result of the noted deficiencies.

The evaluation of the internal audit function was performed by the Committee when considering the progress reports
submitted by the internal auditors.

Evaluation of the annual financial statements
The Audit Committee has reviewed and evaluated the financial statements of the OPFA for the year ended 31 March 2011
and are satisfied that the statements comply with the requirements of the Public Finance Management Act, Act No 1 of
1999, as amended, and the Standards of Generally Recognised Accounting Practice (GRAP) issued by the Accounting
Standards Board.The going concern principle was adopted in preparing the financial statements.

The Audit Committee concurs and accepts the conclusion of the Auditor-General on the annual financial statements 
and is of the opinion that the audited annual financial statements be accepted and read together with the report of the
Auditor-General.

For: H Wilton
Chairperson: Audit and Risk Management Committee
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Report by the Accounting Authority
for the year ended 31 March 2011

The annual financial statements are prepared in accordance with Statements of Generally Recognised Accounting Practice
(GRAP) and are based upon appropriate accounting policies consistently applied and supported by reasonable and prudent
judgments and estimates.

The Accounting Authority acknowledges its responsibility for the preparation and integrity of the financial statements and
related information included in the annual report. In order for the Accounting Authority to discharge these responsibilities,
as well as those bestowed on it in terms of the Public Finance Management Act (Act No 29 of 1999) and other applicable
legislation, it has developed and maintains a system of internal control.

Internal controls include a risk-based system of internal accounting and administrative controls designed to provide
reasonable, but not absolute, assurance that assets are safeguarded and that transactions are executed and recorded in
accordance with generally accepted business practice, as well as policies and procedures established by the Accounting
Authority and independent oversight by the Audit and Risk Management Committee.

The Accounting Authority believes that the OPFA will be a going concern in the year ahead and has, for this reason, adopted
the going concern basis in preparing the financial statements.

The annual financial statements for the year ended 31 March 2011, as set out on pages 26 to 43, were approved by the
Accounting Authority on 29 July 2011 and were signed on its behalf by:

Mr AM Sithole Dr EM de la Rey
Chairperson Acting Pension Funds Adjudicator
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TO PARLIAMENT ON THE OFFICE OF THE PENSION FUNDS ADJUDICATOR REPORT ON
THE FINANCIAL STATEMENTS 

Introduction
I have audited the accompanying financial statements of The Office of the Pension Funds Adjudicator, which comprise the
statement of financial position as at 31 March 2011, and the statement of financial performance, statement of changes in
net assets and cash flow statement for the year then ended, and a summary of significant accounting policies and other
explanatory information, as set out on pages 26 to 43.

Accounting authority’s responsibility for the financial statements
The accounting authority is responsible for the preparation and fair presentation of these financial statements in accordance
with South African Standards of Generally Recognised Accounting Practice (SA Standards of  GRAP) and the requirements
of the Public Finance Management Act of South Africa, 1999 (Act No 1 of 1999) (PFMA) and the Pension Funds Act of South
Africa, 1956 (Act No 24 of 1956) (Pension Funds Act), and for such internal control as management determines necessary
to enable the preparation of  financial statements that are free from material misstatement, whether due to fraud or error.

Auditor-General’s responsibility 
As required by section 188 of the Constitution of the Republic of South Africa, 1996 (Act No 108 of 1996), section 4 of
the Public Audit Act of South Africa, 2004 (Act No 25 of 2004) (PAA) and section 30(T) (3) of the Pension Funds Act, my
responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with International Standards on Auditing and General Notice 1111 of 2010 issued in
Government Gazette 33872 of 15 December 2010. Those standards require that I comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements.The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my qualified audit opinion.

Property, plant and equipment
Basis for qualified opinion
The fixed asset register that I received from the Office of the Pension Funds Adjudicator could not be audited in terms of
valuation, accuracy, occurrence and presentation and disclosure.The register does not include the following for each of the assets:
• Date of purchase of the assets
• The accumulated depreciation for each asset
• Depreciation for the year
• Carrying value for each of the individual assets

I was therefore unable to gain audit comfort on the depreciation calculations of R699 341 and the amortisation charge of
R23 314 for the year ended 31 March 2011. Furthermore, I was unable to verify the accuracy of the fair value adjustment
of R424 653 that has been disclosed in the financial statements after the fixed assets have been fair valued.

Report of the Auditor-General
for the year ended 31 March 2011
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Report of the Auditor-General
for the year ended 31 March 2011
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The entity has revalued the assets for the first time in the current financial year, however, the entity has not applied GRAP
3: Accounting Policies, Change in Accounting Estimates and Errors, correctly in that no retrospective application per GRAP
17: Property, Plant and Equipment, has been effected.

Opinion
In my opinion, except for the possible effects of the matter described in the Basis for qualified opinion paragraph, the financial
statements present fairly, in all material respects, the financial position of the Office of the Pension Funds Adjudicator as at
31 March 2011 and its financial performance and cash flows for the year then ended, in accordance with SA Standards of
GRAP and the requirements of the PFMA and the Pension Funds Act.

Emphasis of matters
I draw attention to the matters below. My opinion is not modified in respect of these matters.

Irregular expenditure
As disclosed in note 18 to the financial statements, the Office of the Pension Funds Adjudicator incurred irregular
expenditure of R1 216 609.

Fruitless and wasteful expenditure 
As disclosed in note 17 to the financial statements, fruitless and wasteful expenditure amounting to R590 164 was incurred.

Report on other legal and regulatory requirements 
In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in Government Gazette 33872 of 
15 December 2010, I include below my findings on the annual performance report as set out on pages 44 to 49 and
material non-compliance with laws and regulations applicable to the public entity.

Predetermined objectives 
Reliability of information
The reported performance information was deficient in respect of the following criteria:
• Accuracy: The amounts, numbers and other data relating to reported actual performance have been recorded and

reported appropriately.
• Completeness: All actual results and events that should have been recorded have been included in the reported

performance information.

The following audit findings relate to the above criteria:

Reported performance against targets is not accurate and complete when compared to source information 
For the material reported target “to improve turnaround times on complaints received” the source information or evidence
provided was not accurate and complete as follows:
• Certain complaints were not captured on the system in the required time frame.
• The accuracy and completeness of information for complaints used for the reported statistics could not be relied upon.

Compliance with laws and regulations
Strategic planning and performance management
Section 51(1)(a)(i) of the PFMA states that the accounting authority must ensure that the entity had and maintained an
effective, efficient and transparent system of internal control. The accounting authority did not ensure that the entity had
and maintained an effective, efficient and transparent system of internal control with regard to performance management,
which describes and represents how the institution’s processes of performance planning, monitoring, measurement, review
and reporting are conducted, organised and managed.

Procurement and contract management
Goods and services with a transaction value of between R10 000 and R500 000 amounting to R1 080 357 were procured
without inviting at least three written price quotations from prospective suppliers, as per the requirement of National
Treasury Practice Note 8 of 2007/08 issued in terms of section 76(4)(c) of the PFMA.
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There was no evidence that goods and services with a transaction value of between R2 000 and R10 000 amounting to
R136 252 were procured with obtaining at least three verbal or written price quotations from prospective suppliers, as per
the requirement of National Treasury Practice Note 8 of 2007/08 issued in terms of section 76(4)(c) of the PFMA.

Expenditure management
The accounting authority did not take effective and appropriate steps to prevent irregular and fruitless and wasteful
expenditure, as per the requirements of section 51(1)(b)(ii) of the PFMA.

Annual financial statements
The financial statements submitted for audit purposes did not comply with section 55(1)(c)of the PFMA. Material
misstatements were identified during the audit, certain of these were corrected by management and those that were not
corrected are included in the basis for qualified opinion paragraph.

Internal control
In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in Government Gazette 33872 of 
15 December 2010, I considered internal control relevant to my audit, but not for the purpose of expressing an opinion on
the effectiveness of internal control.The matters reported below are limited to the significant deficiencies that resulted in
the basis for qualified opinion, the findings on the annual performance report and the findings on compliance with laws and
regulations included in this report.

Leadership
The accounting authority did not exercise oversight responsibility regarding financial and performance reporting and
compliance and related internal controls.

Financial and performance management
Management did not implement proper record keeping in a timely manner to ensure that complete, relevant and accurate
information is accessible and available to support financial and performance reporting.

The accounting authority did not prepare regular, accurate and complete financial and performance reports that are
supported and evidenced by reliable information.

Management does not review and monitor compliance with applicable laws and regulations.

Other reports 
Investigations
Investigations in progress
Two investigations were held during the year in respect of financial misconduct with management:
• A forensic investigation into possible fruitless and wasteful expenditure was conducted for year ended 31 March 2010.
• Matters identified in the management report of the Auditor-General in respect of the Office for the Pension Funds

Adjudicator for the year ended 31 March 2010.

Pretoria
29 July 2011
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Statement of financial position
for the year ended 31 March 2011
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2011 2010
Notes R R

Assets
Non-current assets 1 983 529 2 769 776

Property, plant and equipment 3 1 941 931 2 709 377
Intangible assets 4 41 598 60 399

Current assets 9 663 998 8 463 412

Accounts receivable 5 3 810 784 7 148 485
Cash and cash equivalents 6 5 853 214 1 314 927

Total assets 11 647 527 11 233 188

Funds and liabilities
Funds 9 444 497 6 336 948

Accumulated surplus 9 444 497 6 336 948

Current liabilities 2 203 030 4 896 240

Accounts payable 7 2 203 030 4 896 240

Total funds and liabilities 11 647 527 11 233 188
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Statement of financial performance
for the year ended 31 March 2011

2011 2010
Notes R R

Revenue 35 314 170 37 963 565

Contributions from the FSB and other income 8 35 314 170 37 963 565

Expenses (32 229 026) (34 899 434)

Staff expenditure (20 693 250) (18 344 716)
Operating expenses 21 (10 388 468) (15 749 221)
Depreciation and amortisation charge (1 147 308) (805 497)

Net operating surplus 3 085 144 3 064 131
Finance income 9 22 405 6 346

Surplus for the year 3 107 549 3 070 477
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Statement of changes in net assets
for the year ended 31 March 2011
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Accumulated
Surplus

R

Balance at 31 March 2009 3 266 471

Surplus for the year 3 070 477

Balance at 31 March 2010 6 336 948

Surplus for the year 3 107 549

Balance at 31 March 2011 9 444 497
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Cash flow statement 
for the year ended 31 March 2011

2011 2009
Notes R R

Cash flows from operating activities
Cash received from entities 38 651 871 35 418 530
Cash paid to suppliers and employees (33 774 928) (33 514 479)

Cash generated from operations 10 4 876 943 1 904 051
Finance income 9 22 405 6 346

Net cash inflows from operating activities 4 899 348 1 910 398

Cash flows from investing activities

Acquisition of property, plant and equipment (356 548) (2 048 690)
Acquisition of intangible assets (4 513) (63 766)

Net cash outflows from investing activities (361 061) (2 112 456)

Net (decrease)/increase in cash and cash equivalents 4 538 287 (202 058)
Cash and cash equivalents at beginning of the year 1 314 927 1 516 985

Cash and cash equivalent at end of the year 6 5 853 214 1 314 927
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1. Significant accounting policies
The Office of the Pension Funds Adjudicator (OPFA) is a National Public Entity as specified in Schedule 3A of the
Public Finance Management Act (PFMA), Act No 1 of 1999 (as amended by Act 29 of 1999).The principle accounting
policies applied in the preparation and presentation of these financial statements are set out below.These policies have
been consistently applied to the years presented, unless otherwise stated.

1.1 Basis of preparation
The OPFA’s financial statements are prepared in accordance with the effective standards of Generally Recognised
Accounting Practice (GRAP), as determined by Directive 5 (Determining the GRAP Reporting Framework) issued by
the Accounting Standards Board (ASB) in accordance with Section 55 and 89 of the Public Finance Management Act,
Act No 1 of 1999 (as amended by Act 29 of 1999).

These financial statements are prepared in accordance with the going concern principle and on an accrual basis with
the measurement base applied being the historical cost unless stated otherwise.

In terms of Notice 991 and 992 in Government Gazette 28095 of December 2005 and Notice 516 in Government
Gazette 31021 of 9 May 2008 the OPFA must comply with the requirements of GRAP. Directive 5 details the GRAP
Reporting Framework comprising the effective standards of GRAP, interpretations (IGRAPs) of such standards issued
by the ASB, ASB guidelines, ASB directives, and standards and pronouncements of other standard setters, as identified
by the ASB on an annual basis.

Accounting policies for material transactions, events or conditions not covered by the GRAP reporting framework, as
detailed above, have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3 and the hierarchy
approved in Directive 5 issued by the Accounting Standards Board.

In applying accounting policies management is required to make various judgements, apart from those involving
estimations, which may affect the amounts of items recognised in the financial statements. Management is also required
to make estimates of the effects of uncertain future events which could affect the carrying amounts of certain assets
and liabilities at the reporting date. Actual results in the future could differ from estimates which may be material to
the financial statements. Details of any significant judgements and estimates are explained in the relevant policy where
the impact on the financial statements may be material.

1.2 Standards and amendments to standards issued but not effective
The following standards and amendments to standards have been issued but are not effective.

Standard Summary and impact Effective date

GRAP 18 – Segment This standard establishes principles for 
Reporting reporting financial information by segments. Issued by the ASB – March 2005

The impact on the financial results and Effective date – to be determined
disclosure is considered to be minimal. by the Minister of Finance
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Standard Summary and impact Effective date

GRAP 21 – Impairment of This standard prescribes the procedures that Issued by the ASB – March 2009
Non-cash-generating Assets apply to determine whether a non-cash 

generating asset is impaired and to ensure 
that impairment losses are recognised.

The impact on the financial results and 
disclosure is considered to be minimal. Effective date – 1 April 2012

GRAP 23 – Revenue from This standard prescribes the requirements for Issued by the ASB – March 2008
Non-exchange transactions the financial reporting of revenue from non-

exchange (grants and transfer payments) 
transactions.

The impact on the financial results and 
disclosure is considered to be minimal. Effective date – 1 April 2012

GRAP 24 – Presentation This standard requires a comparison of budget
of Budget Information in and actual amounts and an explanation for Issued by the ASB – November 
the Financial Statements material differences. 2007

The impact on the financial results is
considered to be minimal. However, the 
impact on disclosure is significant. Effective date – 1 April 2012

GRAP 25 – Employee The standard prescribes the accounting Issued by the ASB – November
Benefits treatment and disclosure for employee benefits. 2009

The impact on the financial results and Effective date – to be determined
disclosure is considered to be minimal by the Minister of Finance

GRAP 26 – Impairment This standard prescribes the procedures to Issued by the ASB – March 2009
of Cash-generating Assets determine whether a cash generating asset 

is impaired and to ensure that impairment 
losses are recognised.

The impact on the financial results and 
disclosure is considered to be minimal. Effective date – 1 April 2012

GRAP 104 – Financial This standard establishes principles for Issued by the ASB – October 2009
Instruments recognising, measuring, presenting and 

disclosing financial instruments.

The impact on the financial results and Effective date – to be determined 
disclosure is considered to be minimal. by the Minister of Finance
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1. Significant accounting policies (continued)
1.2 Standards and amendments to standards issued but not effective (continued)

Standard Summary and impact Effective date

* Improvements to the Improvements are proposed to the following Proposed effective date is 
Standards of GRAP standards of GRAP: GRAP 1 – 4, 9 – 14, 16-17, 1 April 2011

19 and 100 as part of the ASB’s improvement 
project.

The impact on the financial results and 
disclosure is considered to be minimal.

IFRS 9 – Financial New standard issued relating to the classification 1 January 2013
Instruments and measurement of financial assets, which will 

replace the relevant portions of IAS 39.

This standard will not have an impact on the 
financial results or disclosure as it has been 
removed from the framework prescribed in 
Directive 5 for periods beginning on 1 April 2010.

* Standards affected by the Improvements Project of the ASB issued in an exposure draft as ED 63 – Improvements to the Standards
of GRAP

1.3 Property, plant and equipment
The cost of an item of property, plant and equipment is recognised as an asset when:
– it is probable that future economic benefits or service potential associated with the item will flow to the entity; and
– the cost or fair value of the item can be measured reliably.

Property, plant and equipment, comprising office equipment, leasehold improvements, library books, computer
equipment, furniture and fixtures as well as paintings and sculptures, are stated at cost less accumulated depreciation
and any accumulated impairment losses.

All items of property, plant and equipment are depreciated on a straight-line basis at rates which will reduce their
book values to estimated residual values over their estimated useful lives.

The following depreciation rates per annum have been applied:
Furniture and fixtures 5 – 10 years
Office equipment 3 – 5 years
Computer hardware 3 – 4 years
Leasehold improvements Lease period
Library books 4 – 8 years
Paintings and sculptures 5 – 10 years

The useful lives, depreciation method and the residual values of assets are reviewed and adjusted annually, if
appropriate. Changes resulting from this review are accounted for prospectively as changes in estimates. An asset’s
carrying amount is written down immediately to its recoverable amount if the asset’s carrying value exceeds its
estimated recoverable amount.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.
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1.4 Intangible assets
Computer software licenses and costs associated with the development or maintenance of computer software
programs are recognised as an expense as incurred. Costs associated with the acquisition of computer software are
recognised as assets and are amortised over three years on a straight line basis.There has been no change in the useful
life of intangibles during the year.The OPFA currently does not have indefinite intangible assets.

1.5 Significant accounting judgements and estimates
The preparation of financial statements in conformity with GRAP requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the OPFA’s accounting
policies. Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.The areas involving
a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the annual
financial statements, are disclosed below.

Critical accounting estimates and assumptions
Depreciation
During each financial year, management reviews the assets within property, plant and equipment to assess whether
the useful lives and residual values applicable to each asset are appropriate.

1.6 Financial assets
Accounts receivable are classified as loans and receivables in the statement of financial position. Loans and receivables
are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. Loans
and receivables are carried at cost and are included in current assets as their maturity is less than 12 months from
financial position date. Financial assets are derecognised when the rights to receive cash flows from the loans and trade
receivables have expired.

1.7 Accounts receivable
Accounts receivable are carried at amortised cost less the provision made for impairment of these receivables. A
provision for impairment of trade receivables is established when there is objective evidence that the entity will not
be able to collect all amounts due according to original terms of the receivables.

1.8 Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits held at banks and other short-term highly liquid investments
with original maturities of three months or less. Cash and cash equivalents are recognised at cost which equates to
their fair value.

1.9 Leases
Leases in which significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases are charged against income on a straight-line basis over the
period of the lease.

1.10 Revenue recognition
Revenue comprises fair value of the consideration received or receivable from the Financial Services Board (FSB). It
is recognised when the amount of revenue can be measured reliably and it is probable that future economic benefits
will flow to the Office of the Pension Funds Adjudicator.
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1. Significant accounting policies (continued)
1.11 Provisions

Accounts payable/provisions are recognised when:
a the OPFA has a present obligation as a result of a past event;
b it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
c a reliable estimate can be made of the obligation

All transactions were done at arms length. Leave provision has been reclassified to ensure that it is comparable with
previous years balance and to ensure that it has been fully provided.

1.12 Trade and other payables
Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.

1.13 Employee benefits
The cost of providing employee benefits is accounted for in the period in which the benefits are earned by the
employees.

OPFA contributes to a retirement annuity fund on behalf of its employees.There is no contract between the OPFA
and the retirement annuity fund. Each employee has an individual contract with the retirement annuity fund.The extent
of the OPFA’s relationship with the retirement annuity fund is purely administrative.

1.14 Related parties
The entity operates in an economic environment currently dominated by entities directly or indirectly owned by the
South African Government.As a result of the constitutional independence of all three spheres of government in South
Africa, only parties within the national sphere of Government will be considered to be related parties.

Key management is defined as being individuals with the authority and responsibility for planning, directing and
controlling the activities of the entity.We regard all individuals reporting directly to the Pension Funds Adjudicator as
key management per the definition of the standard.

The objective of the standard and financial statements is to provide relevant and reliable information and therefore
materiality is considered in the disclosure of these transactions.

1.15 Irregular and fruitless and wasteful expenditure
Irregular expenditure means expenditure incurred in contravention of, or not in accordance with, a requirement of
any applicable legislation, including:
– The Public Finance Management Act; or
– Any legislation providing for procurement procedures

Fruitless and wasteful expenditure means expenditure that was made in vain and would have been avoided had
reasonable care been exercised.

Any irregular and fruitless and wasteful expenditure is charged against the profit and loss in the period in which it was
incurred.
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2. Financial risk management
Market risk
Foreign exchange risk
The OPFA does not operate internationally but is exposed to foreign currency risk arising from foreign travelling
expenses. Foreign travel is only undertaken by the PFA and foreign travel expenses are paid at a spot rate.

Price risk
The OPFA is not subject to price risk as we do not trade in goods nor hold investments.

Cash flow and fair value interest rate risk
The OPFA has cash and cash equivalents and its income and operating cash flow are dependent on grants received
from the FSB.

Credit risk
The OPFA has no significant concentrations of credit risk. The OPFA has policies to limit the amount of credit
exposure to any one financial institution. FSB collects levies on behalf of OPFA and all income is received from the
FSB.The credit risk is limited as the OPFA is a regulatory body and levies are charged in terms of legislation.

Liquidity risk
Prudent liquidity risk management implies maintaining sufficient liquid resources and the ability to settle debts as they
become due. In this case, the OPFA liquid resources consist of mainly cash and cash equivalents.The OPFA maintains
adequate resources by monitoring cash available in our current bank account a month in advance before payments
are made. Cash is normally transferred into OPFA account within 24 hours after the request to FSB.The OPFA aims
to maintain flexibility in funding by keeping committed credit lines available.

Notes to the annual financial statements
for the year ended 31 March 2011
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3. Property, plant and equipment

Leasehold Computer Office Furniture Paintings and Library 
improvements equipment equipment and fixtures sculptures books Total

R R R R R R R

Year ended 31 March 2011
Cost 1 245 059 975 041 402 920 698 329 36 207 996 795 4 354 351
Additions 79 687 246 443 580 921 – – – 907 051
Accumulated depreciation (685 126) (70 865) (137 743) – – – (893 734)
Correction of error 
(note 22)
Elimination of accumulated 
depreciation to date – (804 578) (373 435) (377 201) (13 397) (510 348) (2 078 959)
Write-down of the 
carrying amount 
to fair value – (61 013) 6 315 (126 498) (16 680) (148 902) (346 778)

Net carrying amount 639 620 285 028 478 978 194 630 6 130 337 545 1 941 931

Reconciliation of 
property, plant and 
equipment – 2011
Opening balance 1 081 970 401 891 399 509 356 809 25 345 443 853 2 709 377
Additions 79 687 56 412 177 855 – – 42 594 356 548
Depreciation (444 162) (112 262) (104 701) (35 681) (2 535) – (699 341)
Write-down of carrying 
amount to fair value (77 875) (61 013) 6 315 (126 498) (16 680) (148 902) 424 653

Closing balance 639 620 285 028 478 978 194 630 6 130 337 545 1 941 931

Year ended 31 March 2010
Cost 1 716 967 1 165 072 805 987 698 329 36 207 954 201 5 376 763
Accumulated depreciation (634 997) (763 181) (406 478) (341 520) (10 862) (510 348) (2 667 386)

Net carrying amount 1 081 970 401 891 399 509 356 809 25 345 443 853 2 709 377

Reconciliation of 
property, plant and 
equipment – 2010
Opening balance 218 991 361 988 82 759 266 806 28 966 462 978 1 422 488
Additions 1 245 059 198 893 406 736 145 615 – 91 989 2 088 292
Depreciation (382 080) (149 194) (89 986) (55 612) (3 621) (111 114) (791 607)
Disposals – (9 796) – – – – (9 796)

Closing balance 1 081 970 401 891 399 509 356 809 25 345 443 853 2 709 377
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2011 2010
R R

The OPFA has assets held for disposal which were fair valued on 31 March 2011 761 –

During the current year the OPFA implemented a process to identify, record, value and manage property, plant and
equipment.This resulted in a reconstructed fixed asset register.

Physical verification and valuation
– All assets were physically verified in the current year by management. During this process the asset’s location and

condition was recorded.
– The assets have been valued by independent valuators at fair market values, the effective dates of the valuations

are 31 March 2011.
– Due to the historical lack of detail on assets, a reconciliation from the prior years annual financial statements to

the new register is not possible. For this reason the retrospective application is not practical.

Disclosure of the asset information
– As the valuation is effective on 31 March 2011 and the fact that the correction of the error is applied prospectively,

opening balances of the prior year are disclosed in the financial statements. The adjustment is reflected in the
property, plant and equipment reconciliation for 2011.

4. Intangible assets

2011 2010
R R

Computer software
Cost 132 843 251 931
Accumulated amortisation (91 245) (191 532)

Net carrying amount 41 598 60 399

Movement for the year
Opening balance 60 399 10 523
Additions 4 513 63 766
Amortisation charge (23 314) (13 890)

Closing balance 41 598 60 399
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5. Accounts receivable

2011 2010
R R

Accounts receivables 3 560 943 6 617 346
Other receivables 249 841 531 139

3 810 784 7 148 485

All accounts receivable are due within twelve months from the reporting date

Movement in accounts receivable
Opening balance receivable 6 617 346 4 030 180
Payment received from FSB (6 617 346) –
Amount receivable current year 3 560 943 2 587 166

Amount receivable 3 560 943 6 617 346

Debtors do not contain any items that need to be impaired at year end.The maximum exposure to credit risk at the
reporting date is the fair value of each class of receivable mentioned above.The entity does not hold any collateral as
security. Accounts receivable are recognised initially at fair value and subsequently measured at amortised cost. A
provision for credit losses is established when there is evidence that not all amounts due will be collected according
to original terms of the receivables.

6. Cash and cash equivalents

2011 2010
R R

Petty cash 3 739 2 127
Cash at bank 5 849 475 1 312 800

5 853 214 1 314 927

7. Accounts payable
Trade payables from exchange transactions 642 109 334 835
Operating lease accrual 272 232 833 023
Leave accrual 1 154 325 1 114 416
Accruals – 2 612 026
Credit card 5 242 1 940
Other payables 129 122 –

2 203 030 4 896 240

All accounts payable are due within 12 months after the reporting date.
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8. Revenue

2011 2010
R R

Revenue comprises the fair value of the consideration received 
or receivable and is recognised as follows:
Contribution from the Financial Services Board (FSB) 35 314 170 37 923 960
Furniture received as a donation stated at fair value – 39 605

35 314 170 37 963 565

9. Finance income
Interest received 22 405 6 346

10. Reconciliation of the surplus for the year to cash 
generated from operations
Surplus for the year 3 107 549 3 070 477
Adjustments for:
Depreciation 1 123 994 791 607
Amortisation 23 314 13 890
Furniture received as donation – (39 605)
Finance income (22 405) (6 346)
Loss on disposal of property, plant and equipment – 9 797

Cash inflow before changes in working capital 4 232 452 3 839 819

Changes in working capital:
Decrease/(increase) in accounts receivable 3 337 701 (2 769 123)
(Decrease)/increase in accounts payable (2 693 210) 833 355

Cash generated by operations 4 876 943 1 904 051

11. Executive management remuneration
Staff expenditure includes costs for the following managerial staff:

Incentive Leave
Salary bonus commutation Total

R R R R

Year ended 31 March 2011
C Pillai, PFA from 1 April until 5 November 2010 959 634 160 000 55 417 1 175 051
Dr EM de La Rey, SAA 1 April until 14 October 2010 
and Acting PFA from 15 October 2010 909 699 – 29 098 938 797
R Maharaj, Senior Assistant Adjudicator (SAA) 966 370 55 000 – 1 021 370
Z Camroodien, SAA from 17 August 2010 541 390 – – 541 390
M Moga, CFO from 6 May 2010 469 600 46 667 – 516 267
M Ramabulana, SAA 781 194 55 000 – 836 194
F Mantsho, Finance Manager resigned 16 April 2010 28 405 – 44 043 72 448

4 656 293 316 667 128 557 5 101 517
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11. Executive management remuneration (continued)
Employees of the OPFA are paid on total cost to entity basis.Where applicable, salaries include retirement fund
contributions, medical aid contributions and travel allowances for the period under review.

Incentive Leave
Salary bonus commutation Total

R R R R

Year ended 31 March 2010
M Mohlala, PFA (Resigned 30 September 2009) 680 513 – 241 442 921 955
E de La Rey, Acting PFA from 12 October 2009 to 
31 March 2010 424 315 – – 424 315
F Mantsho, Finance Manager 600 000 39 506 23 014 662 520

1 704 828 39 506 264 456 2 008 790

12. Current tax
The Office of The Pension Funds Adjudicator (OPFA) is not liable for income tax in terms of section 10(1)(cA)(i)(bb)
of the Income Tax Act, 1962.

13. Financial risk matters
Financial risk factors
The OPFA has limited exposure to financial risks as a consequence of its operations.The OPFA’s risk management
programme is limited to the management of liquidity and credit exposure and complies with policies set below:

(a) Market risk
Cash flow and interest rate risk
The OPFA has significant cash and cash equivalents and its income and operating cash flows are dependent on changes
in market interest rates.This is managed in line with movements in money market rates.The OPFA does not have any
interest-bearing borrowings and therefore there is not adverse exposure to the interest rate movements. Should the
balances held on short-term deposit remain constant the OPFA’s interest income will fluctuate R58 495 for every
100 basis point fluctuation in the prime interest rate.

(b) Credit risk
Cash and cash equivalents and accounts receivable potentially subject the OPFA to credit risk. Cash and cash
equivalents in excess of the OPFA’s immediate operational requirements are are deposited with a major bank.

The credit risk is limited as the OPFA is a regulatory body and levies and other fees are charged in terms of legislation.

The OPFA limits investments with A1 rated banks.

Below is the balance that is held by the bank at the reporting date:

2011 2010
R R

Standard Bank Limited 5 849 475 1 314 927

Notes to the annual financial statements continued

for the year ended 31 March 2011
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(c) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient liquid resources and the ability to settle debts as they
become due.The OPFA maintains adequate liquid resources consisting of cash and cash equivalents. Rolling cash flow
forecasts of the cash and cash equivalents are monitored on the basis of expected cash flow.

The table below shows the maturity of OPFA’s financial liabilities at the reporting date:

Less than 1 Between 1 Between 2
year and 2 years and 5 years

R R R

Year ended 31 March 2011
Accounts payable 776 472 – –

Year ended 31 March 2010
Accounts payable 2 956 580 – –

14. Commitments

2011 2010
R R

14.1 Operating lease commitments
The OPFA leases its office accommodation in terms of an operating lease.
The operating lease rentals include a charge for rental, parking, operational 
costs, electricity, rates and taxes. Escalations of 10% have been included in 
the lease agreements.
Due within one year 5 289 211 4 596 831
Due between one and three years 2 274 083 7 654 259

7 563 294 12 251 090

14.2 Capital commitments
Capital expenditure contracted but not yet incurred at the statement 
of financial position date is as follows:
Property, plant and equipment 114 667 37 312

15. Contingent liabilities
The Office of the Pension Funds Adjudicator has no contingent liabilities.

16. Related parties
Funds provided from the FSB in terms of section 30R (1) (a) of the 
Pension Funds Act 24 of 1956 as amended.
Contributions received 35 314 170 37 923 960
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17. Fruitless and wasteful expenditure
2011 2010

R R

Lease agreements
The Office of the Pension Funds Adjudicator entered into a lease agreement 
in respect of Heritage House, 140 Daisy Street Sandton with Growthpoint 
Securitisation Warehouse Trust (the Creditor).The lease was subsequently 
disputed by the OPFA and the lease was terminated. As a result the Creditor
instituted legal action against the OPFA for outstanding rental resulting in a 
contingent liability of R14,7 million. Senior counsel’s opinion was sought on 
whether or not a binding lease contract had been concluded. Summons was 
issued against the OPFA for damages due to breach of contract and the 
pleadings had closed.The parties agreed to settle the matter subsequent 
to year-end – 2 600 000

Legal fees incurred due to the cancellation of the lease agreement in respect of
Heritage House. – 346 073

Rental paid in respect of building at Sandown House which was leased from 
1 September 2007 and vacated on 3 December 2009 prior to the termination 
of the lease agreement on 31 August 2010 473 673 236 133

Payment of bonus
The OPFA paid performance bonuses to two staff members in error 70 000 –

Debtor written off
The OPFA prepaid R150 000 for furniture in September 2009, furniture to the 
value of R46 491 was not delivered and legal action was instituted against the 
supplier. OPFA’s lawyers have advised that the amount should be written off 
as the Close Corporation is inactive and the estimated legal costs should the 
case go to trial would be greater than R50 000 46 491 –

590 164 3 182 206

18. Irregular expenses
The previous Pension Funds Adjudicator’s term of office ended on 30 September 2009,
However, expenses were authorised by her on 9 October 2009, after her term in office 
had expired.These expenses were authorised by the previous Pension Funds Adjudicator 
since the Acting Pension Funds Adjudicator only assumed duty on 12 October 2009. – 476 463

Non-compliance with Supply Chain Management Practices:
National Treasury – SCM note 8 of 2007/08 paragraph 3.3 1 216 609 –

1 216 609 476 463
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19. Reconciliation between budget and statement of financial performance

2011 2010
R R

Net surplus per the statement of financial performance 3 107 549 3 070 477
Adjusted for :
(Decrease)/increase in provisions (391 761) 833 355
Underspending of expenditure (2 693 383) (1 781 669)
Capital expenses – (2 115 817)
Finance income (22 405) (6 346)

Net surplus/deficit per the approved budget – –

20. Auditor-General fees
Current year - interim fee 105 224 –
Prior year audit fees 1 165 865 810 302

1 271 089 810 302

21. Operating expenses
Advertising and recruitment 124 274 636 452
Audit fees – external 1 271 089 810 302
Audit fees – internal 306 028 –
Closure Cape Town office – 233 156
Legal fees 713 236 439 811
Other operating costs 1 076 197 1 945 501
Operating lease rentals – buildings 4 343 445 6 405 524
Printing and stationary 431 840 556 972
Professional fees 1 692 186 3 345 824
Telephone 337 359 836 740
Travel and accommodation 92 814 538 939

10 388 468 15 749 221

22. Correction of an error
During the current financial year the OPFA corrected property, plant and equipment. The OPFA implemented a
process to identify, record, value and manage property, plant and equipment. This resulted in a reconstructed fixed
asset register. Due to historical lack of detail on assets, a reconciliation from the prior year annual financial statements
to the reconstructed register is not possible. For this reason the retrospective application and restatement is
impracticable.An amount of R2 078 959 relating to accumulated depreciation is deemed to be incorrect which relates
to prior periods was eliminated against the cost of the asset, as the asset cost was also determined to be incorrect.
A further R346 778 relating to fair valuation was written off from the carrying amount of property, plant and
equipment to agree to values as valued by the independent valuators as at 31 March 2011.
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Strategic focus area 1: Complaints 

To improve the complaints-resolution process

Measurable objective Output Outcome Measurable indicator Performance t

1. Development and The implementation Procedurally, fair, Documented and approved Process review
implementation of an of an improved expeditious resolutions improved complaints resolution 
approved complaints complaints of complaints in terms process
resolution process in order resolution process of the ACT
to provide a cost effective Approved implementation plan Implementatio
service with consistent 
performance standards

Implementation of activities set 
out in plan Target set for 

2. To improve turnaround Timeously resolved Procedurally, fair, expeditious Number of complaints closed 80 per month
times on complaints complaints resolutions of complaints in (complaints received before 
received terms of the ACT 31 March 2008)

Number of complaints closed 
(Complaints received after 
1 April 2008 up to 31 March 
2011) 80 per month

% of valid complaints closed 
within nine months of lodging 
complaint (complaints received 
from 1 July 2010) 60%
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tor Performance targets 2010/11 Performance results 31 March 2011 Reasons for variance

approved Process reviewed by December 2010 The document has been completed Not applicable
nts resolution and approved

entation plan Implementation plan by March 2011 To be approved once complaints Implementation plan 
resolution process documented deferred to 2011/2012

f activities set N/A as target was set for 2011/2012
Target set for 2011/12 financial year Not applicable

aints closed 80 per month 1 160 complaints resolved for Not applicable
ed before the period

aints closed 
ved after 
o 31 March 4 963 complaints resolved 

80 per month for the period Not applicable

nts closed Overview:
s of lodging In nine months 4 743 

aints received Received in this period 1 577 complaints were received 
60% closed 798 (50,6%) 2 741 (57,79%) closed in 

this period; the reason for
the variance is the OPFA is
currently clearing the
backlog of files.The statistics
are being audited and
reviewed
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Strategic focus area 2: Stakeholder relationships

Developing and maintaining stakeholder relationships to enhance performance, accountability and public confidence

Measurable objective Output Outcome Measurable indicator Performance t

1.To collaborate and build Approved stakeholder Improved cooperation Date of approval of stakeholder 31 March 201
relationships with relationship strategy with stakeholders relationship strategy
stakeholders and communication plan

completed and Date of approval of Target set for 
implemented communication plan

Adherence to timelines of 
activities set out in plan Target set for 

Strategic focus area 3: Operational effectiveness

Strengthening the Pension Funds Adjudicator’s organisational capability and performance to deliver on its mandate 
in an economical, efficient and effective manner, in accordance with the relevant regulatory frameworks

Measurable objective Output Outcome Measurable indicator Performance t

1.To ensure a sustainable Approved budget Sufficient funds to deliver An approved zero based budget Complete and
source of revenue to fund on mandate 31 March 201
operations in accordance 
with the PFA’s mandate

2.To comply with the Clean audit report Build public confidence in Audit report 100% complia
requirements of the PFMA, the financial management regulations be
Treasury regulations and of the PFA
other financial frameworks

3.To establish a proper Supply Chain Adherence to Supply Chain An approved Supply Chain Supply chain p
Supply Chain Management management system Management policies and Management Policy developed by 
system procedures
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confidence

tor Performance targets 2010/11 Performance results 31 March 2011 Reasons for variance

of stakeholder 31 March 2011 Project has been put on hold as it was Project deferred to 
gy realised that it would be more effective 2011/2012 financial year

to appoint an external service provider.
of Target set for 30 June 2011 N/A as target was set for 2011/2012 
an financial year Not applicable

elines of N/A as target set for 2011/2012
 plan Target set for 2011/12 financial year Not applicable

mandate 

tor Performance targets 2010/11 Performance results 31 March 2011 Reasons for variance

based budget Complete and approve budget by An effective zero-based budgeting 
31 March 2011 methodology was completed, approved 

by the board and submitted to 
National Treasury (NT) Not applicable

100% compliance to PFMA and other Policies and procedures prepared and 
regulations before 31 March 2011 approved by the Board of the FSB on 

30 September 2010 Not applicable

ply Chain Supply chain policies and procedures Policies and procedures prepared and 
y developed by 31 March 2011 approved by the Board of the FSB on 

30 September 2010 Not applicable
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Strategic focus area 3: Operational effectiveness

Measurable objective Output Outcome Measurable indicator Performance t

4.To ensure that appropriate Approved recruitment Appropriate skilled and Date of approval of recruitment Strategy appro
talent is recruited, developed strategy and competent staff to execute strategy
and retained to support the implementation thereof PFA’s mandate
execution of the PFA’s 
mandate by developing and Approved training Skilled and competent staff Date of approval of training Approved trai
implementing recruitment, strategy and plan and strategy and plan 31 March 201
training and retention the successful 
strategies implementation thereof Increase in productivity % of training strategies and 100% of traini

plans executed

Approved retention 
strategy including 
employee wellness Date of approval of retention Retention stra
programme Increase in productivity strategy and wellness programme 31 March 201

% of activities Implemented of 
employee wellness programme Target set for 

Approved remuneration Appropriately recognised 
policy and performance and rewarded staff Date of approval of remuneration
scheme policy and performance scheme Policy approve

5.To maintain and align ICT Approved IT strategy 
systems to support business and plan and the 
needs and overall objectives successful 
of the PFA by implementing implementation Enhanced internal
the ICT strategy and plans thereof effectiveness and Date of approval of ICT strategy Approved IT s
within specific timeframes service delivery and plan March 2011

% progress against ICT 90% achievem
implementation plan the ICT strate

6. Compliance to legislation Approved compliance 
and governance framework and the 

successful 
implementation The OPFA be a Date of approval of Compliance
thereof compliant entity framework 31 March 201

% compliance to framework Target set for 
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tor Performance targets 2010/11 Performance results 31 March 2011 Reasons for variance

of recruitment Strategy approved by 31 March 2011 Recruitment and selection policy 
completed and approved by the Board Not applicable

of training Approved training strategy and plan by Training policy completed and approved 
31 March 2011 by the Board

egies and 100% of training strategies plans executed Not applicable as policy approved on 
31 March 2011 Not applicable

Retention strategy completed and
of retention Retention strategy approved by approved by Human Resources 
ess programme 31 March 2011 Committee Not applicable

emented of N/A as target was set for 2011/2012
s programme Target set for 2012/13 financial year Not applicable

Remuneration policy and performance It was agreed to resubmit 
of remuneration scheme completed and to be approved the policy at the next HR 
mance scheme Policy approved by 31 March 2011 by the Board at its next meeting Committee meeting as

changes were required prior
to approval

Policies and procedures prepared and 
of ICT strategy Approved IT strategy and plan by approved by the Board of the FSB 

March 2011 on 30 September 2010 Not applicable

ICT 90% achievement of milestones within N/A as target was set for 2011/2012 
an the ICT strategy and plan financial year Not applicable

Compliance framework to be completed 
and to be approved by the Board at its 
next meeting. Compliance Officer has Project deferred to 

of Compliance been appointed from 1 April 2011. 2011/2012 financial year
31 March 2011

ramework Target set for 2011/12 N/A as target was set for 2011/2012 
financial year Not applicable
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