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V Ngalwana (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator), 

Please quote our reference: PFA/WE/4685/05/CN 
 
 
 
RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”): J SADIE v CENTRAL RETIREMENT 
ANNUITY FUND & SANLAM LIFE INSURANCE LIMITED 
 
INTRODUCTION 
 

1. This matter concerns the amount of the early retirement benefit that was 
paid to you by the fund, in accordance with the provisions of the 
underlying policy of insurance, when you became totally and permanently 
incapable of practicing your occupation.  

 
2. The complaint was received by this office on 4 August 2005 and a letter 

acknowledging receipt thereof sent to you on 11 August 2005. On the 
same date a letter was dispatched to the respondents giving them until 1 
September 2005 to file a response to the complaint. The response dated 1 
September 2005 was received on 1 September 2005. On 8 September 
2005 the response was sent to you for a reply by 22 September 2005. No 
reply was received from you despite a further reminder dated 21 
November 2005. On 17 May 2006, my Senior Assistant Adjudicator 
telephoned you to find out if you had any submissions to make in reply to 
the response, and you indicated that you did not have any. After 
considering the written submissions before me, I consider it unnecessary 
to hold a hearing in this matter.   

 
3. 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 

Z Camroodien (Snr Assistant Adjudicator), F Mtayi (Snr Assistant Adjudicator), K MacKenzie (Snr Assistant Adjudicator), R Maharaj (Snr 
Assistant Adjudicator), N van Coller (Assistant Adjudicator), L Mbalo (Assistant Adjudicator), J Mabuza (Assistant Adjudicator), V 
Abrahams (Assistant Adjudicator), S Gcelu (Assistant Adjudicator), T Thabethe (Assistant Adjudicator), M Ramabulana (Assistant 
Adjudicator) 
 
Office Manager: L Manuel 
 



 
 

2

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.   

 
4. This matter was referred for settlement to the Central Retirement Annuity 

Fund and Sanlam Life Insurance Limited on 19 January 2006.  The parties 
were given 30 days to settle the matter, failing which 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.  However, on 17 May 2006 you indicated that no settlement has 
been reached in this case.  The details of disagreement were not 
communicated to us.  

 
5. It is with that brief background that we now determine this complaint in the 

ordinary course.  
 
THE COMPLAINT 
 

6. You are contending that the insurer applied penalty clauses in calculating 
your early retirement benefit, and are requesting that the alleged penalty 
be “revised”.  

 
THE RESPONSE 
 

7. In a joint response, the respondents submit that the benefit that was paid 
to you was calculated in accordance with the provisions of the rules and 
the policy document, and was the greater of the balance of the investment 
account and the amount of your cover. They state that at the time of the 
admission of your claim for an early retirement benefit on grounds of 
permanent and total incapacity, the balance of the investment account 
was R182 503.83 while the cover amounted to R253 616.  According to 
the respondents, your benefit was the latter amount, of which you were 
allowed to commute an amount of R84 538.66 for a cash lump sum and to 
use the balance to purchase a compulsory pension.  

 
8. The respondents deny that any penalty clause was applied in the 

calculation of the benefit, and conclude that the benefit was correctly 
calculated.   

 
DETERMINATION AND REASONS THEREFOR 
 

9. Rule 1.3 provides that the benefit that is available in the case of total and 
permanent disability of the member is, subject to the provisions of the 
policy, the waiver of contributions and a pension paid at least to the 
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member’s death.  The applicable provision of the policy contract, clause 4 
of the section titled “Voordele”, provides as follows: 

 
“Indien die versekerde voor 1 Januarie 2009 totaal en permanent ongeskik raak, 
word die ongeskiktheidsbedrag kragtens die bylae 
ONGESKIKTHEIDSVOORDELE(002) beskikbaar. 
 
Die ongeskiktheidsbedrag is gelyk aan die grootste van die: 
 
-saldo van die Beleggingsrekening en die 
-Dekkingsbedrag, 
 
waar dekkingsbedrag dieselfde betekenis het as in 2 hierbo. 
 
Na aanwending van die ongeskiktheidsbedrag is geen verdere voordele kragtens die 
polis beskikbaar nie.”  
 

10. In terms of the above clause, your incapacity benefit is the greater of the 
balance in the investment account and the amount of cover. There is no 
provision in either the rules or the policy for the imposition of a penalty or 
the levying of any charge when a member becomes entitled to an early 
retirement benefit on the grounds of permanent incapacity.  

 
11. According to clause 2 the amount of cover was initially R159 123, and 

would increase by 6% on 1 December of each subsequent year.  The 
respondents state that by the time of the lodging of your claim, the cover 
had increased to R253 616. The amount of cover being greater than the 
balance of the investment account (R182 503.83), you were entitled to the 
amount of cover.  That being the benefit that was paid to you, no grounds 
exist for finding that you did not receive your correct entitlement in terms of 
the provisions of the policy.  You have also not shown that any penalty 
was imposed by the insurer, and have thus failed to discharge the onus 
that rests on you to prove that your benefit was incorrectly calculated.   

 
12. In the result, I cannot uphold your complaint, and the same is thus 

dismissed. 
 
 
SIGNED IN CAPE TOWN ON THIS  DAY OF  2006 
 
 
Yours faithfully 
 
 
……………………….. 
VUYANI NGALWANA  
PENSION FUNDS ADJUDICATOR 
 
 


