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

FUNDS ACT 24, OF 1956 (“the Act”): M F VAN GRAAN (“the 
complainant”) v CENTRAL RETIREMENT ANNUITY FUND (“the first 
respondent”)/ SANLAM LIFE INSURANCE LIMITED (“the second 
respondent”) 

  
 Introduction 
 
[1] At issue in this complaint received by this office on 24 January 2006 is 

whether the complainant is entitled at law to commute the two-thirds portion 
of her pension benefit for cash after attaining the age of retirement. 

 
[2] In December 2005 an announcement was made of a Statement of Intent 

between the Minister of Finance, on the one hand, and the Life Offices 
Association and five large life assurers on the other, in terms of which the 
life assurers would commit themselves to certain minimum standards in 
respect of retirement annuity funds and endowment policies. Although the 
statement is not binding on this office, we nevertheless referred all 
retirement annuity fund complaints (including this one) back to the 
management boards and life assurers administering these funds with a view 
to facilitating an amicable resolution of the complaint between the parties 
without the intervention of this office. This matter was referred for settlement 
to both the fund and Sanlam on 28 February 2006. The parties were given 
30 ordinary days of the date of the letter to settle the matter failing which 
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this office would determine the complaint in the ordinary course. Many 
complaints were settled on this basis but the settlement terms were not 
divulged to this office. It appears that this complaint has not been resolved. 
The details of disagreement were not communicated to us. It is with that 
brief background that we now determine this complaint in the ordinary 
course. Having considered the written submissions before this tribunal, it is 
considered unnecessary to hold a hearing. The determination and reasons 
therefor appear below. As the background facts are well-known to the 
parties, I shall not burden this determination by repeating them here.  
   

 
 Complaint 
 
[3] On her  retirement from the first respondent, the complainant commuted 

one-third of her pension benefit as cash and the remaining two-thirds of the 
benefit was utilized to purchase her an annuity. She is dissatisfied with the 
amount of the monthly annuity and contends that it should, by reason of it 
being paltry, be commutable for cash. She further contends that she was 
never advised by the second respondent that if the amount of the annuity 
exceeds R22 500.00, it cannot be commuted for cash.   

 
[4] She accordingly seeks that I investigate this matter. 
  
 Response 
 
[5] The second respondent in its response disputes that it never advised the 

complainant that she can only commute one-third of her pension as cash 
and that the remainder is to be used to purchase an annuity. It refers me, 
inter alia, to a clause in the policy document which provides: 

 
“Hoogstens een derde van die beskikbare bedrag mag in kontant geneem word. 
Die oorblywende deel moet in die vorm van n’ pensioen geneem word.”.    

 
 Determination and reasons therefor 
 
[6] The Income Tax Act 58, of 1962 distinguishes between three types of 

pension fund organisations, namely , pension funds, provident funds and 
retirement annuity funds. Section1 lays down the requirements with which 
these funds must comply for tax approval.   

 
[7] One of the specific requirements for the approval of retirement annuity funds 

and pension funds is that the tax authorities (South African Revenue 
Services) must be satisfied that the rules of the fund contain provisions  
which require that no more than one-third of the total annuity may be 
commuted for a lump sum. It follows therefore that one of the salient 
features of a retirement annuity fund is that retirement benefits payable 
therefrom may not be paid by way of a lump sum.    
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[8] It is common cause that the complainant belonged to a retirement annuity 

fund and it follows therefrom that, she is, in terms of the income tax 
legislation only entitled to commute one-thirds of her pension as cash. 

 
[9] In the result, her complaint cannot succeed and our file in this matter is now 

closed.  
 
 
DATED at JOHANNESBURG on this             day of                                2008. 
 
 
Yours faithfully 
 
 
 
 
 
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 

 


