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V Ngalwana (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator), 

              Our ref: PFA/WE/5806/05/VIA 
 
 
DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24 OF 1956 (“the Act”) – KHRISHNA PILLAY v THE LIQUOR AND 
CATERING TRADE (CAPE) PENSION FUND (“the fund”)  
 
Introduction 
 
1. This matter concerns the benefit you received on your retirement. The 

complaint was received by this office on 12 October 2005. On 2 November 
2005 a letter was dispatched to the fund giving it until 23 November 2005 to 
file its response to the complaint. The fund’s response was received on 2 
December 2005. On 4 December 2006 a copy of the response was sent to 
you for a reply by 11 December 2006. A reply was not received from you. It is 
with that brief background that we now determine this complaint in the 
ordinary course. 

 
Complaint 
 
2. You were formerly employed by Hildebrands Restaurant and were a member 

of The Liquor and Catering Trade (Cape) Pension Fund (“the fund”). You 
retired in December 2002 whereupon the fund paid you a cash benefit of              
R17 333.21. In July 2003 the fund paid R34 596.72 to Capital Alliance Limited 
(“Capital Alliance”) for the purpose of securing a single life annuity for your 
benefit. In November 2003 Capital Alliance commenced paying you a pension 
retrospectively with effect from 1 January 2003. You are currently receiving a 
monthly pension of R371.  

 
3. You contend that you are entitled to a benefit equal to 65% of your salary. 

You state further that you were not properly advised by the fund as regards 
the manner in which you benefit would be paid. It was only in August 2003 
when you received correspondence from Capital Alliance that you became 
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aware that an annuity had been purchased from the latter.  
 
4. You request that you benefit be paid to you as a lump sum to enable you to 

start a small business. 
 
The response 
 
5. Mr Mushtaq Parker of Metropolitan Life Limited, the fund’s administrator, 

states that in terms of the rules only one-third of your retirement benefit may 
be commuted to a cash lump sum.  

 
6. Mr Parker states further that you were adequately informed of your options on 

retirement since you were supplied with a copy of the “Member’s Guide” 
which clearly explained the options available to those members going on 
retirement. Furthermore, the “Certificate of Benefits” attached to your 
complaint states that only if a member’s share of the fund at retirement is 
insufficient to purchase a monthly pension of more than R150.00 may the full 
benefit be commuted to a cash lump sum.  

 
7. According to Mr Parker you received an amount of R17 333.21 as a cash 

lump sum and the balance of the benefit was used to purchase a compulsory 
pension.  

 
Determination and reasons therefor 
 
Whether you received the correct benefit 
 
8. The payment and computation of a retirement benefit is provided for in        

rule A4.  Rule A4.2 provides that a member’s retirement benefit shall be equal 
to his “MEMBER’S SHARE OF THE FUND”. “MEMBER’S SHARE OF THE 
FUND” is essentially the sum of the contributions paid by and on behalf of a 
member plus investment return earned thereon. 

 
9. Therefore in terms of the rules, you are not entitled to a benefit equal to 65% 

of your last salary.  
 
10. I note that on your benefit statement as at 30 April 2000 (attached to the 

response) it states that the income security benefit is a monthly benefit of 
approximately 65% of salary. I gather this is where you derive the figure of 
65% from. Note that the income security benefit is payable in the event that a 
member becomes disabled to work. You did not become disabled but attained 
retirement age and received a retirement benefit in terms of rule A4.2 
accordingly. 

 
Whether you are entitled to receive your entire benefit in cash 
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11. Rule A4.4 provides that a member shall not commute more than one-third of 
his retirement benefit, except where such pension does not exceed the 
minimum as laid down in the Income Tax Act 58 of 1962. 

 
12. In terms of the Income Tax Act a member’s retirement benefit may only be 

commuted for a single payment if the annual amount of all annuities, before 
commutation, does not exceed R1 800.00 or such other amount as 
determined by the Minister of Finance from time to time. The annual amount 
of your annuity is greater than R1 800.00. As such you do not fall within the 
exception and are not entitled to commute your entire benefit to cash.   

 
Your contention that you were not properly informed 
 
13. The “Member’s Guide” to which Mr Parker refers, clearly states that up to 

one-third of your pension may be taken in a cash lump sum. The “Certificate 
of Benefits” document attached to your complaint also makes it clear that full 
commutation is permitted only if the full monthly pension is less than R150.00. 

 
14. Therefore I am satisfied that you have no basis for your complaint in this 

regard. 
 
Regarding the annuity purchased from Capital Alliance 
 
15. My assistant requested further information regarding the annuity which you 

currently receive from Capital Alliance. His findings were as follows. 
 
16. The fund’s administration was transferred from Investec Employee Benefits 

(“Investec”) to Metropolitan Life Limited on 31 October 2003. Therefore at the 
time of your retirement in 2002, Investec were the administrators of the fund. 

 
17. The reason why you are now receiving an annuity from Capital Alliance is that 

at some point, while it was still administering the fund, Investec sold its 
Pension Annuity book to Capital Alliance.  

 
18. It is not clear what relief you were seeking in this regard. However I trust the 

above explanation addresses any concerns you may have had. 
 
 
 
Relief 
 
19. In the result your complaint cannot succeed. 
 
SIGNED AT CAPE TOWN ON THIS DAY OF    2007 
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Yours faithfully 
 
 
Vuyani Ngalwana 
Pension Funds Adjudicator  
 


