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

FUNDS ACT 24, 1956 (“the Act”): VAN AARDT RC (“the Complainant”) 
v PRUDENT RETIREMENT ANNUITY FUND (“the 1st  Respondent”)  & 
LIBERTY GROUP LIMITED (“the 2nd Respondent”)  

 
Introduction 
 

1. This complaint relates to the calculation of the proceeds of two retirement 
annuity policies payable to the beneficiary of a member of a retirement 
annuity fund upon the member’s death, as well as the fund’s refusal to 
pay the proceeds as a lump sum instead of in the form of annuities. 

  
2. The reformulated complaint was received by this office on 26 June 2006, 

and a letter acknowledging receipt thereof sent to the complainant on 8 
August 2006. On the same date a letter was dispatched to the 
respondents requesting them to submit their responses by no later than 7 
September 2006. The response, dated 31 August 206, was received on 
10 October 2006 and was subsequently forwarded to the complainant for 
a reply. No reply has been received from the complainant. 

 
3. After considering all the written submissions received, it is considered 

unnecessary to hold a hearing in this matter. The determination and 
reasons therefor are set out below.   

 
The complaint 
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4. The complainant, who is the widow and beneficiary of the late Mr. KD van 
Aardt (“the deceased”), a member of the 1st respondent during his 
lifetime, is aggrieved by the amount of the death benefit that became 
payable to her by the 1st respondent upon the deceased’s death.  She is 
also challenging the payment of the benefit in the form of annuities rather 
than a lump sum.  

 
5. According to her, because the retirement annuity policies (Contract Nos. 

61375781600 and 60004103700) on the deceased’s life included life 
cover, the amounts due to her should be much higher than what was 
quoted to her by the 2nd respondent.  

 
The response 
 

6. The 2nd respondent states that the two policy contracts referred to by the 
complainant were in fact non-life retirement annuities and are similar to 
endowment policies, in that at the end of the contractual term the value of 
the fund standing to the credit of the member will be paid out, subject to 
legislative limitations.  It states that that is in accordance with the 
definition of a “retirement annuity fund” as contained in section 1(b)(vi) of 
the Income Tax Act, in terms of which a fund will be approved as a 
retirement annuity fund if, among other things, its rules provide that where 
a member dies before he becomes entitled to payment of an annuity, the 
benefits shall not exceed a refund to his estate or to his 
dependants/nominees of the sum of his contributions with interest 
thereon, and an annuity to his dependants/nominees. 

   
7. It goes on to state that where a member who has a retirement annuity 

policy without life cover dies before retirement, only a portion of the fund 
value can be paid out as a cash lump sum to his dependants, and that 
the calculation of the cash portion is as per accepted practice approved 
by the SARS as the return of contributions plus 7% compound interest 
thereon, plus one-third difference between the fund value and the return 
of contributions plus 7% compound interest thereon.  

 
8. According to the 2nd respondent, the maximum cash amounts payable 

were calculated as follows:  
 

“61375781600 
 
The investment value on 07/09/2005 was R16 715.86. 
 
The total contributions plus 7% interest on this date was R9 072.27. 
 
Maximum cash: Total contributions at 7% interest plus 1/3 x (investment value, 

less contributions at 7% interest) 
 
   =R9 072.27 plus ½ x (R16 715.86 less R9 072.27) 
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   =R11 620.13 
 
60004103700 
 
The investment value on 07/09/2005 was R17 667.99 
 
The total contributions plus 7% interest on this date was R10 559.25. 
 
Maximum cash: Total contributions at 7% interest plus 1/3 x (investment value, 

less contributions at 7% interest) 
 
   =R10 559.25 plus 1/3 x (R17 667.99 less R10 559.25) 
   =R12 928.83” 

     
9. In a letter (dated 7 March 2006) from the 2nd respondent which was 

addressed to the complainant, it appears that there is a third policy 
contract (No. 57537531100) in respect of which the death value payable, 
an amount of R7 096.34, was paid to the complainant in full.  

 
Determination and reasons therefor   
 
10. The rules of a retirement annuity fund, together with the governing 

legislative provisions and the provisions of any underlying policy contract, 
govern the nature of the benefit that is payable to its members. 

    
11. The definition of “a retirement annuity fund” as contained in the Income 

Tax Act provides that in order for a fund to receive tax approval status as 
a retirement annuity fund, its rules must inter alia contain a provision that 
upon the death of the member before he becomes entitled to an annuity, 
the benefits shall not exceed a refund to his estate or to his dependants 
or nominees of the sum of the amounts contributed by him and an 
annuity or annuities to his dependants or nominees.  

 
12. Rule 9 of the 1st respondent provides 

 
“DEATH BENEFIT 
 
A. In the event of the death of a Member prior to the commencement of his Fund 

Pension 
(1) The total proceeds of the assurance effected on his life shall be applied by the 

Insurer to provide an annuity for his Beneficiary 
 
 OR 
 

(2) If the Member so directed or, failing such direction, if his Beneficiary so elects, 
the whole or part of the said proceeds shall be payable in cash to his 
Beneficiary and, if a part, then the annuity under (1) shall be proportionately 
reduced, provided always that the amount so payable in cash shall not exceed 
the refund of all the Member’s contributions with compound interest thereon 
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calculated at the rate of 4% per annum, or, if less, the total proceeds of the 

assurance on his life...”  (emphasis added). 
 

13. The policy contracts both contain a provision, Clause 2(a)(i), to the effect 
that on death before the retirement date the value of the units at the date 
of death or the total investible amounts of all contributions paid to the 
date of death, if greater, shall be payable.  

 
14. The rules of the 1st respondent, like those of any other registered fund, 

are binding on it, its members, officials, shareholders and beneficiaries 
alike. If the rules do not provide for the payment of a certain benefit or a 
certain course of conduct, then the fund may neither pay that benefit nor 
embark on that specific course of conduct (See Section 13 of the Act).   

 
15. In addition thereto, if the 1st respondent’s rules were to exclude the 

provision relating to the payment of a death benefit in the form of a cash 
lump sum not exceeding a prescribed maximum amount, as well as an 
annuity or annuities for the member’s nominees or dependants, the 1st 
respondent would lose its tax approval status to the detriment of the 
entire membership.   

 
16. Insofar as the calculation of the benefit amount is concerned, it appears 

to have been done in accordance with the applicable rules. 
 

17. In the result, the complaint cannot be upheld.  
 
 
SIGNED IN CAPE TOWN ON THIS  DAY OF  2008 
 
 
Yours faithfully, 
 
 
……………………………. 
MAMODUPI MOHLALA  
PENSION FUNDS ADJUDICATOR 
 

           
 


