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  Please quote our reference: PFA/GA/3501/2005/RM          
     
Re: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 of 1956 (“THE ACT”): J L KOLOTSI (“the complainant”) 
v METRO GROUP RETIREMENT FUND (“first respondent”) / METCASH 
AND CARRY  (“second respondent”) AND ALEXANDER FORBES 
FINACIAL SERVICES (“third respondent”) 

 
1. Introduction  
 
1.1 The complaint concerns the payment of a monthly pension by the first 

respondent. It was received by this office on 17 May 2005.    
 
1.2 A letter acknowledging receipt thereof was sent to the complainant on 27 

September 2005. On the same date letters were dispatched to the 
respondents, giving them until 18 October 2005 to submit their responses to 
the complaint. A response on behalf of the first respondent and the second 
respondent, which was also forwarded to the complainant, was received on 
25 October 2005. 
 

1.3 After considering the submissions, it is found unnecessary to hold a hearing 
in this matter. The determination and reasons therefor appear below. As the 
background facts are well known to all the parties, only those facts that are 
pertinent to the issues raised herein will be repeated. 

 
 
 
 2. Factual Background 
 
2.1 The complainant became a member of the first respondent in November 

1988 by virtue of his employment with the second respondent. The 
complainant’s employment was terminated in August 2001, when he was 60 
years of age and eligible for early retirement. The total value of the 
complainant retirement benefit on 31 August 2001 was R43 709.29, of which 
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one-third was paid to the complainant as a lump sum and the remaining two-
thirds, in the sum of R29 139.53, was used to purchase a monthly pension 
annuity for him from a registered insurer. The one-third cash lump sum was 
paid to the complainant on 8 May 2002, by which time the first respondent 
had to pay the complainant late payment interest of R1 262.18. So, in total 
the complainant received a cash lump sum payment of R15 831.94.  

 
3. Complaint 
 
3.1 The crux of the complainant’s complaint is that he want to be paid out the 

capital sum that has been invested for him, which is presently providing him 
with a monthly pension of R216.62. 

 
4. Response  
 
4.1 This tribunal received a joint response on behalf of the first and second 

respondents on 25 October 2005. It was submitted that, in accordance with 
the rules, the Act, and the Income Tax Act, 1962, the complainant is not able 
to withdraw his entire retirement benefit as a cash lump sum. Only a 
maximum of one-third of his retirement benefit could be paid in cash. The 
rules require that the remaining two-thirds be used to purchase a pension 
annuity in the complainants name with a registered insurer. The first 
respondent did this so it has acted in terms of its rules and the law. The first 
respondent refers to rules 7.1 and 7.6, which stipulate that on retirement the 
member’s share of the fund must be used to purchase a pension from a 
registered insurer. 

 
4.2 It is also submitted that, in the definition of a “pension fund” in section 1 of 

the Income Tax Act, 1962, it is stated that not more than one-third of the total 
value of an annuity may be taken as a lump sum. Thus, the first respondent 
has acted in terms of its rules and the law, so the complaint ought to be 
dismissed. 

 
5. Determination and reasons therefor 
 
5.1 In terms of the rules of the first respondent a member’s normal retirement 

age is the last day of the month in which he attains age 63 years. Since the 
complainant was 60 years old when his employment was terminated in 
August 2001 he became entitled to an early retirement benefit equivalent to 
his member’s share on 31 August 2001. This amounted to R43 709.29.  

 
5.2 The payment of pensions is regulated by rule 7. Rule 7.1(a) requires that, on 

retirement, the member’s share of fund be used to secure a pension from a 
registered insurer. In the present matter the complainant member’s share 
was used to purchase a pension in his name from Sanlam Life Insurance 
Company Limited (“Sanlam”). Once the first respondent had finalised the 
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purchasing of the complainant pension from the insurer its liability towards 
him ceased in terms of rule 7.2(c). The rule reads as follows: 

 
  “on purchase of a Pension in terms of this Rule, the Fund shall have 

no further liability in respect of the Member, such liability resting with 
the Registered Insurer from whom the Pension is purchased.” 

  
5.3 What this means is that once the first respondent had finalised the payment of 

the complainant’s retirement benefit to Sanlam on 8 May 2002, it discharged 
its liability towards the complainant. Thus, the registered insurer, Sanlam, 
became responsible for the payment of the complainant’s pension annuity from 
May 2002 onward.  

 
5.4 This office was created in terms of section 30B of the Act to deal with 

complaints directed against pension fund organisations as defined in the Act.  
A complaint must relate to the administration of the fund or the interpretation 
and application of the rules or the investment of fund assets and thereafter 
make one of four allegations.   A fund in turn is defined in the Act. In this 
matter the first respondent discharged its liability towards the complainant 
once it purchased a pension annuity from the insurer in his name on 8 May 
2002. The complainant’s grievance relates his pension annuity contract 
between himself and Sanlam, therefore, it falls outside the definition of a 
complaint and cannot be determined by this Tribunal. This tribunal informs the 
complainant inform you that the Ombudsman for Long-term Insurance, whose 
contact details appear below, has jurisdiction over registered insurers in such 
instances, so he may wish to lodge his complaint with him.  

 
5.5 In the result, the complaint cannot succeed.  
 
 
Dated at Johannesburg on this the               day of                                  2008 
 
Yours faithfully 
 
 
 
 
 
_________________________ 
MAMODUPI MOHLALA 
Pension Funds Adjudicator 
 


