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                                                 Please quote our reference: PFA/GA/14869/2007 
     
 
Re:  DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 OF 1956 (“the Act”) – WAYNE NC (“the 
complainant”) v SOUTH AFRICAN RETIREMENT ANNUITY (“the 
respondent”) 

  
1. Introduction 
 
[1.1]  This complaint relates to calculation of the death benefit and availability 

of the reinvestment options. 
 
[1.2] The complaint was received by this office on 20 June 2007. A letter 

acknowledging receipt thereof was sent to the complainant on 27 July 
2007. On the same date a letter was dispatched to the respondent giving 
it until 29 August 2007 to file its response to the complaint. This office 
received a response from the respondent on 13 August 2007. 

 
2. Factual Background 
 
[2.1] The complainant is the sole beneficiary in a retirement annuity policy 

which was held by Mr. C. G. Theron (“the deceased”). 
 
[2.2] She is dissatisfied by the manner in which the values of the benefit were 

calculated and the fact that she was given options to re-invest. 
 
[2.3] The complainant would like the respondent to recalculate the values and 

allow her to withdraw and invest in a fund of her choice. 
  
3. Complaint 
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[3.1] The complainant submitted that she lived with the deceased for 23 years. 

Further that even if they were not married to each other the deceased 
regarded her as his wife.  

 
[3.2] She submitted that she was a sole beneficiary in the deceased’s estate 

and that the deceased’s children expressed that they were not dependent 
on him. 

 
[3.3] The complainant submitted that the deceased had a retirement annuity 

fund with the respondent and maturity date thereof was 1 February 2000. 
Further that on maturity, the deceased did not exercise his option and 
thus passed away prior to making the said choice. 

 
[3.4] The complainant submitted that the respondent was notified that she was 

the sole beneficiary and the deceased’s estate had been finalized. 
 
[3.5] The complainant submitted that on its maturity date the value of the policy 

amounted to R56 630.00 and that the deceased wished to proceed with 
contributing to his policy. 

 
[3.6] She alleged that the values and options which were given to her by the 

respondent were incorrect. According to her, when she enquired, the 
respondent advised her that it required her to provide it with options. 

 
[3.7] The complainant submitted that she only received a letter on which she 

was supposed to elect one of the options reflected. She mentioned that 
both options would give her an income until 2010 and thereafter nothing 
would be payable. 

 
[3.9] She asserted that she would have liked to withdraw the retirement 

annuity in full and invest it in a fund of her choice. Further that the amount 
of R63 475.53 was the incorrect value.    

 
4. Responses 
 
[4.1] This office received a response from Ms Jeanette Van Zyl, Executive 

Management Support Manager at Old Mutual (“the respondent’s 
administrator”). 

 
[4.2] The respondent submitted that prior to the deceased’s death the 

retirement annuity vested on 1 February 2000 and the available amount 
to purchase a compulsory annuity was R63 475.53. 
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[4.3] Further that the deceased requested an extension in term for a period of 
5(five) years on a premium paying basis, which would extend the vesting 
date beyond the legal allowable age to receive an annuity. 

 
[4.4] The respondent contended that it advised the deceased of the applicable 

legislation and it enquired whether an extension of vesting may be done 
for 4 years. Further that as it did not receive a response in this regard; the 
available amount was moved to the unclaimed claims account whilst 
waiting for the deceased’s instructions. 

 
[4.5] The respondent submitted that after it received a notice that the 

deceased had died, it recalculated the death benefit by extending the 
term policy to age of 69. It contended that the calculation was made in 
accordance with section 11 of the Income Tax Act 58 of 1962(“the 
Income Tax Act”). Such calculation was made as follows: 

   
The gross consideration:    R77 876.36 
Minus arrears premiums:  R4 500.00 
       (as at the date of death)                                             
Total amount:                 R73 376.36 
 

[4.6] The respondent attached the annuity option letter which reflected the 
complainant’s options. According to the respondent, the complainant 
could opt for a purchase of annuities with the full amount of R73 376.361, 
which would allow her to receive a monthly payment of R630.18 from 
September 2002 to 1 August 2012, or to receive a cash payment of R42 
828.49 and therefore to receive a monthly annuity in the sum of R247.81 

 
5. Determination  
 
[5.1] The Income Tax Act defines the Retirement Annuity Fund, the relevant 

portions thereof reads as follows: 
 

 “retirement annuity fund' means any fund (other than a pension fund, provident fund or 

benefit fund) which is approved by the Commissioner in respect of the year of 
assessment in question and, in the case of any such fund established on or after 1 July 
1986, is registered under the provisions of the Pension Funds Act, 1956 (Act 24 of 1956): 
Provided that the Commissioner may approve a fund subject to such limitations or 
conditions as he may determine, and shall not approve any fund in respect of any year of 
assessment unless he is in respect of that year of assessment satisfied- 

  
  

 (ii)        that not more than one-third of the total value of any annuities to which any 
person    

  becomes entitled, may be commuted for a single payment, except where the  
  annual amount of such annuities does not exceed R1 800 or such other amount  

  
 
  
 Options 
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[5.2] Pension funds are obliged to use the non-commuted portion of the 

retiree’s benefit to either purchase a pension annuity from the registered  
insurer and pay the member a monthly pension or transfer the benefit to 
an insurer, usually of the member’s choice, where after the insurer pays a 
monthly annuity to the retiree. 

 
[5.3]  In this matter the complainant was given an option to either purchase a 

monthly pension annuity with the full amount of R73 376.36 and receive 
annuity in the same of R630.18 or to commute the sum of R42 828.29 
allowing her to receive a monthly pension of R247.21 

 
[5.4] It is evident that the reason the matter was not resolved is that the 

deceased, therefore the complainant as the sole beneficiary had not 
elected an option as was required. The complainant on the other hand 
contended that she did not elect the option because the value furnished 
her by the respondent were incorrectly calculated. 

 
 Extension of policy term: retirement age 
 
[5.5] The respondent was correct in maintaining that it could only extend the 

deceased policy term to four years as the latter could only become its 
member until the age of 69. This is confirmed by the provisions of the 
definition of the retirement annuity fund in the Income Tax Act which 
reads as follows: 

   
“ (v) that no member shall become entitled to the payment of any annuity 

after he reaches the age of seventy years or, except in the case of a 
member who becomes permanently incapable through infirmity of mind 
or body of carrying on his occupation, before he reaches the age of fifty-
five years;” 

 

 
 Calculation of death benefit 
 
[5.6] Paragraph (b) (vi) of the definition section of the Income Tax Act reads as 

follows: 
 

“(vi) that where a member dies before he becomes entitled to the payment of an 
annuity, the benefits shall not exceed a refund to his estate or to his dependants 
or nominees of the sum of the amounts (with or without reasonable interest 
thereon) contributed by him and an annuity or annuities to his dependants or 
nominees;” 

 
 The respondent correctly illustrated how it calculated the death benefit 

and explained that it `subtracted the premiums that were due from vesting 
date to date of death. 
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[5.7] Further confirmed is the fact that the total value of the benefit is R73 
376.36 after the deduction of arrear premiums and not R63 475.53 as 
was mentioned by the complainant. The total value prior to the aforesaid 
deduction was R77 876.36.  

 
[5.8] It should be noted that if the deceased had made his options when he 

was required to do so by the respondent, this delay would not have 
occurred and the need to transfer his benefit to unclaimed claims account 
would not have arisen. 

 
[5.9] In view of the above, this office is satisfied that the respondent has acted 

in terms of the provisions of the Income Tax Act and has correctly 
calculated the values. 

 
[5.10] In order for this matter to be settled timeously, the complainant should 

inform the respondent of her option. 
 
[6] Relief 
 
[6.1]   The complaint is dismissed.      
 
 
 
 
DATED AT JOHANNESBURG ON THIS            DAY OF                       2008. 
 
 
 
 
Yours faithfully 

 
 
 
    
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 


