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

FUNDS ACT 24 of 1956 (“the Act”): R L Tyler (“the complainant”) v 
Central Retirement Annuity Fund (“the first respondent”) and 
Sanlam Life Insurance Limited (“the second respondent”)  

 
Introduction 
 

[1] The complaint concerns the future deduction from the complainant’s fund 
share of unrecouped costs in the event that she make the underlying 
policy paid up.  
 

[2] The complaint was received on 15 July 2005 and a letter acknowledging 
receipt thereof was sent to the complainant on 3 August 2005. On 4 
August 2005 letters were dispatched to the respondents requesting them 
to submit responses to the complaint by 25 August 2005. The responses 
were received on 24 August 2005. The complainant was copied with the 
responses. No reply was received from the complainant.  

 
[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 
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 
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settlement to the fund on 17 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 23 October 2006 this office was informed that the parties in this 
complaint had failed to reach a settlement in this case.  The details of 
disagreement were not communicated to this office. It is with that brief 
background that this office now determines this complaint in the ordinary 
course.  
 

[4] The determination and reasons therefor appear below. As the facts are 
known to the parties only those facts that are pertinent to understanding 
this determination shall be repeated. 

 
Factual Background 
 
[3] The complainant commenced contributing to the first respondent when 

she was 26 on 1 January 2004 at the monthly rate of R600 with an 
annual contribution increase of 15%. The complainant’s elected 
retirement date was 22 April 2033.  When she commenced new 
employment in November 2004, she joined the new employer’s pension 
fund and could no longer afford to maintain the monthly contribution of 
R600. The complainant therefore wished to reduce payments to R200 
per month until her salary increased. The complainant’s financial advisor 
made enquiries in this regard and was informed by Sanlam that her fund 
value would be reduced by 75%.  

 
Complaint 
 
[4] The complainant was unhappy that fees will be deducted from her fund 

share should she reduce the contributions. The complainant was also 
unhappy about the lack of disclosure concerning these deductions in the 
rules of the policy. She wanted an explanation for the “extremely high 
charges” that the respondents intend to levy if she reduced the 
contributions or made the policy paid-up.  

 
The response 
 
Technical points 
 
[5] The first and second respondents have raised two technical points in 

response to the complaint, and have also dealt with the merits.  The first 
technical point is that this is not a “complaint” as defined in the Act, since 
it is not about the execution of duties by the first respondent (or 
administrator) but is in effect about the execution of duties by the second 
respondent under the policy. They submit that the grievance relates to 



 

 

3 

the actuarial substructure of the policy, which constitutes long-term 
insurance business as defined in, and regulated under, the Long-Term 
Insurance Act.  

 
[6] The second technical point is that because this complaint is not about 

maladministration of the fund by the first respondent (or the 
administrator), it is not a “complaint” as defined in the Act. 

 
Merits 
 
[7] The first respondent says that in terms of rule 1 of part 7 a member may 

change his contributions but it is subject to the conditions set out by the 
insurer. Rule 2 of part 7 stipulates that the member’s contributions are 
payable for the period determined in the policy and if the member ceases 
to pay contributions after he has paid sufficient contributions to the fund, 
the policy  obtains a paid-up value, with reduced benefits. The member 
may request a reinstatement of the policy but would be entitled to an 
adjusted benefit.  

 
[8] The second respondent states that the premium termination adjustment is 

not a penalty and was charged in accordance with the policy documents 
that also refer to a policy becoming paid-up when the contractual 
premiums are reduced or terminated. It says that according to actuarial 
rules, when the contributions are stopped prematurely, those policy 
expenses that have already been incurred, but which have not yet been 
recouped through the monthly administration fee, must then be taken into 
account when calculating an adjusted value for the policy.  

 
[9] The second respondent says that the following indicates the possible 

effect on the policy’s investment if premiums are to be reduced from 
R600 to R200 from 1 September 2005: 

 
“Total paid-in premiums up to 31/08/2005  R12 

000.00 
 Less: Total policy charges up to 31/08/2005  R  1 

161.20 
 Equals: Total premiums available for investment  R10 

838.80 
 Plus Investment Return   R  1 

625.62 
 Equals: Illustrative fund value of policy on 01/09/2005 
prior to the premium 
 Reduction 

 R12 
464.42 

 Less: Illustrative premium reduction adjustment  R  9 
546.45 

 Equals: Illustrative fund value of policy on 01/09/2005  R  2 
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after the premium 
 Reduction 

917.97” 

 
[10] The second respondent concludes that the projected fund value after a 

hypothetical reduction in contributions was calculated according to 
sections 46 and 52(3) of the Long-Term Insurance Act. These sections 
provide for the calculation of a policy value where the member reduces or 
prematurely discontinues the contributions, and also require that a policy 
must be actuarially sound.  

 
 
 
Determination and reasons therefor 
 
Technical points 
 
[11] There is no merit in the technical points raised by the respondents. The 

crux of this complaint does not constitute long-term insurance business, 
but actually relates to a retirement annuity fund, which is a pension fund 
organization as defined in the Act.  For the reasons more fully set out in 
Schwartz v Central Retirement Annuity Fund and Another [2005] 5 BPLR 
43 (PFA) at paragraphs [12] to [28] and authorities referred to therein and 
Louw v Central Retirement Annuity Fund and Another [2005] 7 BPLR 363 
(PFA) at paragraphs [17] to [36] this office cannot uphold the contention 
that this matter constitutes “long-term insurance business” over which it 
has no jurisdiction.   

 
[12] Furthermore, Davis J (in whose judgment Le Grange AJ concurred) in 

Central Retirement Annuity Fund v Adjudicator of Pension Funds and 
Others [2005] 8 BPLR 655 (C) at 660C - E confirmed the jurisdiction of 
this office and stated:  

   
“The Rules of the Fund set out its essential purpose as being to provide benefits 
to members upon retirement.  The fact that applicant may be exempt in terms of 
the applicable law from audit cannot exempt it from playing a role in the 
fulfillment of its purpose.  In any event, applicant is a pension fund organization 
and has separate legal personality in terms of s51 (a) [sic] of the Act. It cannot 
simply be treated as an illusionary ‘go between’ the members such as second 
respondent and Sanlam Life. It should be accountable to its members and 
hence be subject to the discipline of the Act’s complaint mechanism.” 

 
[13] In so far as the complaint implicitly relates to the administration of the first 

respondent and/or the investment of its funds and it is implicit therein that 
the complainant may suffer prejudice in consequence of the 
maladministration of the first respondent (in the form of reducing her 
investment value by the levying of undisclosed charges), her grievance 
constitutes a complaint as defined (See Louw (cited above) at 
paragraphs [11] to [15]). 
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 [14]   Both technical points are therefore dismissed.  
 
Merits 
 
 [15] The second respondent has confirmed that the complainant is continuing 

with her contributions, that the policy has not been made paid-up, and 
that the policy contract is still in existence. It states that if the 
contributions were to be reduced, the illustrated premium reduction 
adjustment would be made from the fund value.  

 
[16] The complainant is in effect seeking a declarator from this office on the 

actions that the second respondent states it would take in future on the 
occurrence of an event.  However, at this stage it is not appropriate for 
this office to issue an order. The complainant has not yet suffered any 
loss or prejudice, as the first or second respondents have not yet effected 
any reduction to her fund value.      

 
[17] The complaint is therefore premature and cannot succeed.  
 
Dated at Cape Town on this the               day of                                  2008.  
 
Yours faithfully 
 
 
 
 
Mamodupi Mohlala 
Pension Funds Adjudicator 
 


