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Re:  DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 OF 1956 (“the Act”) – A T PII (“the complainant”) v 
GRAIN INDUSTRY PROVIDENT FUND (“the  respondent”)  

 
1.  Introduction 
 
1.1  The complaint concerns the payment of a death benefit, in particular the 

amended rules negative impact on the computation of the benefit.    
 
1.2 The complaint was received by this office on 21 September 2006. A letter 

acknowledging receipt thereof was sent to the complainant on 20 October 
2006.  On the same date a letter was dispatched to the respondent giving 
it until 21 November 2006 to file its response to the complaint. A 
response was received from the respondent on 25 September 2007. This 
response was forwarded to the complainant on 26 September 2007. A 
reply was received from the complainant on 15 October 2007. 

 
1.3 After reviewing the written submissions, it is considered unnecessary to 

hold a hearing in this matter. The determination and reasons therefor 
appear below. 

 
2.  Factual Background 
 
2.1     The complainant was married to the deceased at the time of his death. 

The deceased was employed by Senwes Ltd from August 1988 until 
August 2005. The deceased was the member of the Senwes Retirement 
Fund from August 1988 until September 2000. He then commenced 
membership with the respondent on 1 October 2001. 
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2.2 The complainant states that according to the document dated August 

2001 containing a comparison of benefits offered by the respondent and 
Senwes Retirement Fund, they both confirm that upon the death of a 
member in service, the benefit for distribution to his beneficiaries will be 
the lump sum death benefit of the greater of seven times (7x) annual 
pensionable salary or the member’s share of fund.  

 
2.3 However, the complainant states that the benefit paid by the respondent 

was the lump sum death benefit of the greater of four times (4x) annual 
pensionable salary. The complainant states further that she was advised 
by the respondent, upon seeking explanation, that due to the high re-
insurance costs, the trustees in consultation with the members decided to 
reduce this benefit to the greater of four times annual pensionable salary 
and the share of fund effective on 1 March 2005. The complainant 
alleges that she was not informed about this decision, and also the 
benefit was not correctly computed under the amendment in that the 
member’s equitable share in the amount of R31 593.12 was not included. 
The complainant confirms that she was paid R101 251.58 which is the 
deceased’s four times annual pensionable salary at the date of his death, 
28 August 2005.             

 
3.  Complaint 
 
3.1 The complainant is essentially unhappy about the respondent’s failure to 

inform her about the amendment of the rule regulating computation of a 
death benefit, and also the calculation of the benefit under the 
amendment.  

 
3.2 The complainant requests this office to order the respondent to correctly 

calculate her benefit. 
 
4.  Response 
 
4.1 This office received a response from the respondent.   

 
4.2 The respondent states that the fund was established on 1 October 2000 

in terms of the memorandum of agreement reached at the Bargaining 
Council for the Grain Industry. The respondent states that all employees 
of the employers who are members of the Bargaining Council were 
offered a once off choice to either join the fund or remain in their 
employer’s funds that were in place at that stage. The respondent 
advises that in order for members to make an informed choice, a 
comparison of benefits together with a circular was provided to the 
members, and session with members were held by the administrators of 
the fund to explain the difference in benefits as at that stage.  
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4.3 The respondent states that one of the provisions of the general rules of 

the fund is that a minimum of 5% of the employer contributions must go 
towards retirement savings. The respondent states that this means that 
from the gross employer contribution to the fund, an ongoing analysis 
must be made with regards to the costs for risk benefits as well as other 
operational costs to ensure that a minimum of 5% of employer 
contributions goes towards retirement savings. 

 
4.4 According to the respondent, the participating employer Senwes, the 

deceased’s former employer, commenced with a lump sum death benefit 
of greater of seven times (7x) annual pensionable salary and the 
member’s share of fund. 

 
4.5 The respondent advises that an analysis of the costs was carried out in 

2004 in view of the increase in costs for risk benefits. The respondent 
advises further that the result revealed that the net employer 
contributions for retirement saving would have been less than the 
minimum of 5% if the participating employer retained the lump sum death 
benefit of the greater of seven times annual pensionable salary and the 
share of the fund. The respondent states that this matter was discussed 
at the Board of Trustee meeting and a resolution was taken to reduce the 
lump sum death benefit from the greater of seven times to six times 
annual pensionable salary and the member’s share of the fund. The 
respondent attached a copy of the amendment document number 1 to 
the special rules of Senwes changing the death benefit with effect from 1 
March 2004. 

 
4.6 According to the respondent, another analysis of the costs of risk and 

operational costs was done in 2005. The respondent advises that again it 
emerged that the increase in costs for risk benefits had an implication that 
the net employer contribution for retirement savings for Senwes would 
have been less that the minimum of 5% if the lump sum death benefit of 
the greater of six times annual pensionable salary and share of fund was 
retained. The respondent states that after deliberations at the Board of 
Trustee meeting, it was resolved that the lump sum death benefits be 
further reduced from the greater of six times to the greater of four times 
annual pensionable salary and share of fund. The respondent attached a 
copy of the amendment number 2 to the special rules of Senwes 
changing the death benefit with effect from 1 March 2005. 

 
4.7 The respondent states that the changes in the lump sum death benefits 

were to their knowledge communicated to the members at employer 
level. The respondent states further that this benefit was also 
communicated as per the attached copy of the summary of benefits which 
was distributed together with the benefits statements in 2005. 
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4.8 The respondent concludes by stating that the deceased passed away on 

28 August 2005 and the benefits payable at that stage was a lump death 
benefit of the greater of four times (4x) annual pensionable salary and the 
member’s share of fund in terms of the amendment document number 2.                      
     

5.       Determination and reasons therefor 
 
5.1 Section 13 states that subject to the provisions of the Act, the rules of a 

registered fund shall be binding on the fund and the members, 
shareholders and officers thereof, and on any person who claims under 
the rules or whose claim is derived from the person so claiming. The 
Supreme Court of Appeal reiterated this principle in Tek Corporation 
Provident Fund & Others v Lorentz [2002] 3 BPLR 227 (SCA), at 
paragraph 28, when it stated that the trustees may only do with the 
Fund’s assets what is set forth in the rules. If what they propose to do is 
not within the powers conferred on them by the rules, they may not do it. 

 
5.2 The relevant rule regulating death benefit before normal retirement date 

that was applicable at the time of deceased’s death, August 2005, in the 
rules of the fund is Rule 8.1, which reads as follows: 

 
  “A lump sum benefit equal to the greater of: 
 

   (a) the deceased MEMBER’S EQUITABLE SHARE in the FUND as at the
 date of his death, or  

 
   (b) an amount equal to 4 (four) times the deceased MEMBER’S annual

  PENSIONABLE SALARY as at the date of his death, 
 
   shall be paid by the FUND.”   
 

5.3 In the present matter, it is clear that the deceased passed away on 28 
August 2005 and the benefits were payable at the time in terms of rule 
8.1 supra. The changes in the lump sum death benefits were effective 
from 1 March 2005. The trustees were therefore correct in paying the 
benefit in terms of rule 8.1. It is also clear that according to rule 8.1 a 
lump sum benefit must be to the greater of the deceased’s equitable 
share or an amount equal to four times the deceased’s annual 
pensionable salary at the date of his death. It follows that the 
beneficiaries of the deceased’s member were not entitled to receive both 
the R31 593.12 (deceased’s equitable share) and R101 251.56 
(deceased’s four times annual pensionable salary). They were only 
entitled to receive a greater lump sum benefit between the deceased’s 
equitable share and the deceased’s four times pensionable salary. It is 
clear that the greater benefit was the deceased’s four times annual 
pensionable salary, R101 251.56. The trustees again were correct in 
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paying the complainant R101 251.56. Thus, the complainant was paid a 
correctly calculated benefit in terms of the rules of the fund. 

 
5.4 Regarding the complainant’s allegations that she was not informed of the 

changes in the lump sum death benefits, the fund has an obligation in 
terms of sections 7C and 7D of the Act to ensure that adequate and 
appropriate information is communicated to the members informing of 
their rights, benefits and duties, and also to ensure that the interests of 
the members in terms of rules are protected at all times. It is evident that 
the deceased was the member of the respondent. It follows that the 
respondent had a duty to communicate relevant information to the 
deceased. The complainant is the deceased’s beneficiary and not the 
member of the respondent. The respondent is under no obligation to 
provide the complainant with information meant for the fund members. 
There is evidence that this information was distributed to the members.   

 
6. Relief   
 
6.1 In the result, the complaint is dismissed.  
 
 
 
DATED AT CAPE TOWN ON THIS            DAY OF                       2008. 
 
 
Yours faithfully 

 
 
     
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 

 

           
 


