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DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24, OF 1956 (�the Act�) � G LANGE v CENTRAL RETIREMENT 
ANNUITY FUND & SANLAM 
 
Introduction 
 
[1] Having considered the complaint received by this office on 8 April 2005, I 

consider it unnecessary to hold a hearing in this matter. My determination 
and reasons therefor appear below.  

 
Facts 
 
[2] You became a member of the Central Retirement Annuity Fund (�the 

fund�) with effect from 1 November 1986. On the inception of your 
membership a policy of insurance was issued on your life to the fund by 
Sanlam.  

 
[3] Your chosen date of retirement was 1 November 2004 whereupon you 

became entitled to a benefit of R53 605.27. In a letter dated 21 September 
2004 the fund requested you to indicate whether you wanted to receive 
one-third of your pension as a cash lump sum or to use the full proceeds 
to purchase a pension. It also requested you to indicate the type of 
pension you wanted to purchase. You elected to receive the one-third 
cash lump sum (equal to R17 868.42). With the balance of R35 736.85 
you elected the option to purchase a fixed pension (R324.01 per month in 
your case) without future growth thereon. 

 
[4] However you subsequently changed your mind deciding rather to 

postpone your retirement for another year when another life policy which 
you owned was due to mature. 
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[5] Some five months later you requested payment of your retirement benefit 
with effect from 1 March 2005. Again the fund requested you to indicate 
the type of pension you wanted to receive. You elected the same option as 
before. However this time a fixed pension without future growth gave you 
a monthly pension of R298.76 as opposed to R324.01.  

 
Complaint  
 
[6] Firstly you query the discrepancy between the monthly pension amount 

given to you in 2004 (R324.01) and that given to you in 2005 (R298.76). 
You would like to know how the figure of R298.76 was arrived at. 

 
[7] You would also like to know from where the annuity rates of 95.80 and 

87.33 used in the calculation of the monthly pension in November 2004 
and March 2005 respectively are derived.  

 
[8] Finally you would like to know what happened to the additional 

contributions which you contend you paid in the period from 1 November 
2004 to 1 March 2005. 

 
The responses 
 
Fund 
 
[9] The fund explains that the lower the interest rate, the lower the monthly 

pension that can be purchased. Therefore, although the amount of your 
pension was higher in March 2005 than in November 2004, the interest 
rate dropped in this period resulting in a lower monthly pension instalment.  

 
[10] With regard to the additional contributions paid, according to the fund 

these were added to your benefit as reflected in the difference between 
the purchase sum of R35 736.85 in November 2004 and of R36 277.92 in 
March 2005.  

 
Insurer 
 
[11] Sanlam has raised a technical point that what is at issue in this matter is 

�long-term insurance business� and as such does not constitute a 
�complaint� as defined in the Pension Funds Act. 

 
[12] On the merits, Sanlam states that life annuity rates are dependent on 

yields on government bonds and these yields reduced by approximately 
1.6% between September 2004 and March 2005.  For this reason while an 
annuity rate of 95.80 was applied in 2004, an annuity rate of 87.33 was 
applied in 2005. Sanlam provides the following calculations to show how 
the figures of R324.01 and R298.76 respectively were arrived at: 
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�R324.01 was calculated by using a tariff of 95.80. The calculation was as follows: 
(35736.85 � 350) * (95.80/10000) - 15 = 324.01 
 
R298.76 was calculated by using a tariff of 87.33. The calculation was as follows: 
(36277.92 � 350) * (87.33 /10000) -15 = 298.76 
 
The amounts of R350 and R15 used in the calculations above represent the 
following: 
 
R350 � Initial policy fee (once only) 
R15 � Monthly administration fee� 

 
[13] Sanlam explains that these annuity rates are determined by Sanlam�s 

actuarial department and are based on the formula that has been 
approved by the statutory actuary in compliance with section 46 of the 
Long-Term Insurance Act.  

 
[14] On the question of the additional contributions, Sanlam�s version (which I 

note is different from that of the fund) is that in fact no additional 
contributions were received from you for the period 1 November 2004 to 1 
March 2005. It explains that the difference in value between the benefit 
payable in November 2004 and the benefit payable in March 2005 is due 
to the interest earned on your investment for this period less an 
administration fee of R28. (See the table on page 3 of Sanlam�s letter 
dated 7 September 2005 which was sent to you).  

 
Determination and reasons therefor 
 
Technical points 
 
[15] With regard to the technical point raised by the respondents that I do not 

have jurisdiction, I am satisfied that the crux of your complaint does not 
constitute long term insurance business, but actually relates to a 
retirement annuity fund, which is a pension fund organization as defined in 
the Act.  For the reasons more fully set out in Schwartz v Central 
Retirement Annuity Fund & Another [2005] 5 BPLR 435 (PFA) at 
paragraphs [12] to [28], I cannot uphold the contention that this matter 
constitutes �long term insurance business� over which I have no 
jurisdiction.   

 
[16] In so far as your complaint concerns the calculation of your pension 

benefit and alleges that the fund omitted to include part of the 
contributions paid and furthermore queries certain discrepancies with 
regard to the calculation, I am satisfied that it is a complaint as defined in 
the Act.  

 
[17] Furthermore, Davis J (in whose judgment Le Grange AJ concurred) in the 
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as yet unreported decision in Central Retirement Annuity Fund v 
Adjudicator of Pension Funds, FE de Beer & Another, Cape Of Good 
Hope Provincial Division Case No. 3404/05 (handed down on 20 October 
2005), at page 9, confirmed the jurisdiction of this office and stated:  

 
�The basis of the complaint was that applicant [Central Retirement Annuity Fund] 
as the holder of the policy on the life of a member, was neither obliged nor 
entitled simply to allow Sanlam Life [the insurer] to charge whatever costs and 
charges it chose to levy and to accept whatever investment bonuses that it chose 
to declare from time to time without first satisfying itself through its own 
management committee of the reasonableness or adequacy thereof.   

 
The Rules of the Fund set out its essential purpose as being to provide benefits 
to members upon retirement.  The fact that applicant may be exempt in terms of 
the applicable law from audit cannot exempt it from playing a role in the fulfillment 
of its purpose.  In any event, applicant is a pension fund organization and has 
separate legal personality in terms of s51(a) [sic] of the Act. It cannot simply be 
treated as an illusionary �go between� the members such as second respondent 
and Sanlam Life. It should be accountable to its members and hence be subject 
to the discipline of the Act�s complaint mechanism.� 

 
The drop in the monthly pension 
 
[18] As the respondents explain, a decline in the interest rate causes the 

purchasing power of money to weaken. The interest rate dropped in the 
period from November 2004 to March 2005 which explains why            
R35 736.85 in November 2004 fetched a greater monthly pension than 
what R36 277.92 fetched in March 2005. 

 
Annuity rates 
 
[19] The annuity rates are not arbitrarily determined. They are based on a 

formula that must be approved by the statutory actuary. It should also be 
borne in mind that, given the competitive nature of the market, annuity 
rates used by any one insurer will always be measured against that used 
by the other insurers. In other words any discretion in this regard is largely 
curtailed by market forces. So for example, if Sanlam determined an 
annuity rate which was out of kilter with what the rest of the industry was 
doing, its clients could simply choose another insurer with a more 
favourable annuity rate. It therefore stands to reason that the annuity rates 
used by the various insurers will not differ to a great extent.  

 
The additional contributions 
 
[20] There exists a dispute of fact with regard to the additional contributions 

which you contend you paid for the period November 2004 to March 2005 
in that Sanlam contends to the contrary that no additional contributions 
were in fact received from you. 
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[21] It was for this reason that my assistant requested you in a letter dated 12 
September 2005 to provide firstly, the amount of those additional 
contributions you claim to have paid, secondly to indicate how the 
payments were effected and thirdly, to provide documentary proof of those 
payments. This was your response: 

 
�According to your fax from the 12th of September I get the impression somebody is 
wasting time.  
1. Sanlam is not answering the question about the origin of the two figures. 
2. The amount is a lumpsum (sic) of R6729.19. And Sanlam still deducted another 

contribution. 
 What more proof do you need by a lumpsum (sic). 
 I am still waiting for the origin of R95,80 and 87,33 where you did not get any 
 further (sic). 
 If you can get me the answers for the first two figures and the deduction for the 
 contribution then I will say you got powers. Otherwise we are wasting each others 
 time.� 

 
[22] Your letter fails to provide any of the information requested � you even fail 

to provide the amount of the additional contributions you claim to have 
paid.  

 
[23] Clearly, it is you that is wasting our time. As stated in our letter, I am not 

able to make an order against the fund based on a bald allegation which, 
in the absence of any proof let alone particulars, your contention in this 
regard amounts to. For this reason, this aspect of your complaint can also 
not succeed. 

 
Relief 
 
[24] In the result, your complaint cannot succeed. 
 
DATED AT CAPE TOWN ON THIS THE       DAY OF                         2005. 
 
Yours faithfully 
 
 
VUYANI NGALWANA 
PENSION FUNDS ADJUDICATOR 
 
Cc: Mrs DE Ozrovech 
 Principal Officer 
 Central Retirement Annuity Fund  
 PO Box 1 
 Sanlamhof 
 
Cc: PG Jonker 
 Legal Advisor 
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 Law Service: Sanlam Life 
 Fax: 021 � 947 2769 
 
 Registered address of Fund 

Central Retirement Annuity Fund 
Sanlam Life Assurance Limited 
2 Strand Road 
BELLVILLE 
7530 

 
Section 30M Filing: Magistrate�s Court 


