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

FUNDS ACT, 24 OF 1956 (“the Act”) – L ROSS (“the complainant’) v 
CENTRAL RETIREMENT ANNUITY FUND (“the first respondent”) 
AND SANLAM LIFE INSURANCE LIMITED (“the second respondent”) 

 
1.Introduction 
 
[1.1]  The complaint concerns the failure of the respondents to pay the 

remaining two-thirds of the complainant’s retirement benefit in a lump sum. 
 
[1.2]  The complaint was received by this office on 25 July 2005. A letter 

acknowledging receipt thereof was sent to the complainant on 7 October 
2005. On the same date a letter was dispatched to the respondents giving 
them until 28 October 2005 to file their responses to the complaint.  

 
[1.3] A joint response on behalf of the respondents was received on 28 October 

2005. This response was forwarded to the complainant on 14 November 
2005, in the event that he wished to make any further submissions. On 28 
November 2005, this office received the complainant’s further 
submissions.  

 
[1.4] Having considered the written submissions before this tribunal, it is 
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considered unnecessary to hold a hearing in this matter. As the 
background facts are well known to all the parties, only those facts that are 
pertinent to the issues raised herein shall be repeated. The determination 
and reasons therefor appear below. 

 
2.Factual Background 
 
[2.1] The complainant is a pensioner of the first respondent. The complainant’s 

retirement policy in the first respondent commenced on 1 September 1989 
with a maturity date of 1 September 2005. The complainant made the 
policy paid-up and received a lump sum retirement benefit of R8476.79 
and the balance is being paid to him in the form of a monthly pension of 
R114.86 per month.  

 
3.Complaint 
 
[3.1] The complaint is that the second respondent failed to pay the complainant 

the total proceeds of his retirement policy in the sum of R24 900.00 in the 
form of a lump sum. The complainant contends that he was paid a lump 
sum amount of R8476.00 and the balance as a monthly pension of 
approximately R100. Further, the complainant submitted that the monthly 
pension that is being paid to him is not sufficient and that this tribunal 
should direct the second respondent to pay him the full proceeds of his 
retirement policy in the form of a lump sum.  

 
4.Response 
 
[4.1] Mr C Bester, the head of policy administration and claims of the second 

respondent, filed a response on behalf of the respondents. He submits 
that the complaint relates to the failure of the respondents to pay the 
complainant the remaining two-third of the proceeds of his retirement 
benefit. He submitted that the complainant’s policy document made it clear 
that a maximum of one-third of the proceeds of his retirement benefit is the 
amount that is available as a cash payment. He further pointed out that the 
balance had to be taken in the form of a monthly pension.  

 
[4.2] He stated that the policy document reads as follows: 
 

“A maximum of one third of the available amount may be taken in cash. The 

balance must be taken in the form of a pension.”   
 
5.Determination and reasons therefor 
 

[5.1]  The issue that falls for determination is whether the complainant is entitled 

to receive the full proceeds of his retirement benefit in the form of a lump 

sum. It is trite law that the rules of a fund are paramount and binding on all 
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the parties (see Tek Corporation Provident Fund and Others v Lorentz 

1999 (4) SA 884 (SCA) at 894 B-C and section 13 of the Act).  

 

[5.2]  Part 8 in the first respondent’s rules sets out the different benefits that are 

payable to a member of the fund. Paragraph 1.1 in Part 8 of the first 

respondent’s rules provides for a pension that commences on the 

member’s retirement date and which is payable at least until his death. 

Rule 3.1 read as follows: 

 

 “A maximum of one third of the PENSION referred to in paragraphs 1.1 and 1.2.2 

may be commuted to a lump sum, but should the PENSION not exceed R1 800 

per annum or any other amount which the Minister of Finance may determined 

(sic) and announce in the Government Gazette from time to time, the full 

PENSION may be commuted.”  

 

[5.3] Thus, in terms of Rule 3.1 of the first respondent’s rules a member of the 

fund is only entitled to commute one-third of his or her retirement benefit 

unless the benefit does not exceed R1 800 per annum or the amount 

determined by the Minister of Finance from time to time. Further, it is clear 

that the complainant signed a policy document with the second 

respondent which provides that a maximum of one-third of the available 

amount may be taken in cash and the balance must be taken in the form 

of a pension. It is evident, therefore, that the complainant was always 

aware of the one-third restriction and further that he was aware that the 

one-third payout plus a monthly pension is his reasonable benefit 

expectation in terms of the first respondent’s rules.  

 

[5.4] In casu, the complainant received a commuted one-third of his retirement 

benefit in the sum of R8476.26 and the balance of two-third is being paid 

to him in the form of a monthly pension of R114.86. The complainant  

submitted that the amount of the monthly pension that is being paid to him 

is too small. However, the complainant is bound by the first respondent’s 

rules. The first respondent is also bound to act in terms of its rules and the 

Income Tax Act of 1962 which requires that not more that one-third of the 

total value of the annuity or annuities to which any employee becomes 

entitled, may be commuted for a single payment, except where the annual 

amount of such annuity or annuities does not exceed R1 800 or such other 

amount determined by the Minister of Finance.  

 

[5.5] It has been held that the objective of this rule, though paternalistic, is 

clearly aimed at protecting pensioners by only allowing them to commute 

one-third of their pensions. This in turn forces the pensioner to purchase a 
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pension or another form of investment which will guarantee him or her an 

income which will ensure his or her financial well-being (see Nair v Natal 

Witness Group Pension Fund and Another [2001] 1 BPLR 1500 (PFA) at 

1504F-G). It follows that the respondents were acting properly in terms of 

the first respondent’s rules and pursuant to the Income Tax Act when they 

refused to allow the complainant to commute the total proceeds of his 

retirement benefit for a single once-off payment. 

 

[5.6]  In the result, the complaint cannot succeed. 

 
 
DATED AT JOHANNESBURG ON THIS            DAY OF                       2008. 
 
 
Yours faithfully 
 

 
 
    
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 


