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

FUNDS ACT 24, 1956 (“the Act”): MR PV NAIDU (“the complainant”) v 
LIFESTYLE RETIREMENT PRESERVER PENSION PLAN (“the first 
respondent”) / LIBERTY GROUP LIMITED T/A LIBERTY LIFE (“the 
second respondent”) 

   
1. Introduction 
 

1.1 This complaint, dated 10 October 2006, concerns the calculation of a 
withdrawal benefit paid to the complainant. 

 
1.2  On 15 November 2006, a letter acknowledging receipt was sent to 

the complainant. On the same day a copy of the complaint was sent to 
the second respondent, which responded on 5 December 2006. The 
second respondent’s reply was supported by a letter from the first 
respondent, of the same date. This responses were submitted to the 
complainant under cover of a  letter dated 23 April 2007, requesting a 
response by 7 May 2007. No response was received. 

 
1.3 Having considered the written submissions filed before this tribunal, it 

is considered unnecessary to hold a hearing in this matter. The 
determination and reasons therefor appear below.   

 1.4 As the background facts are well-known to all parties, these shall be 
repeated only to the extent that they are pertinent to the issues raised 
herein. 

 
 
2. Facts in brief 
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2.1 The complainant paid a lump sum amount of R 315,119.92 to the first 
respondent on 21 May 2003. 

  
2.2  Upon withdrawal on 30 October 2003, the complainant received a net 

amount of R 217,235.83, being his lump sum payment less tax and 
penalties for early redemption of R 17,458.07 

 
 

3. Complaint 
 

The complainant states that the penalties charged are unjustified and the 
second respondent should refund him this amount. 

 
 
4 First and Second Respondents’ Response  

 
4.1 The second respondent, in its reply on behalf of the first respondent, 

states that the complainant agreed to pay a lump sum single 
contribution of R 315,119.92 at 21 May 2003. 
 

4.2 Of this amount, 1% was deducted as a guarantee charge, resulting in 
a net investment allocation of R 31,968.72. The complainant’s 
selected retirement date was 21 May 2007 
 

4.3  With effect 30 October 2003, the full investment value of R 325,707.78 
was withdrawn from the contract. This attracted charges in respect of 
unrecouped expenses to the amount of R 17,458.07, representing 
5.36% of the investment value at that date. The balance of R 
308,252.10 included an amount of R 91, 016.27 due to SARS as tax 
on the amount withdrawn. The cash payout to the complainant was 
therefore R 217,235.83. 

 
5. Determination and reasons therefor 
 

 
5.1 Following discussions between the Life Offices Association and 

National Treasury, a Statement of Intent was issued in December 
2005 providing an indication of the maximum costs to be incurred by 
the Life Industry regarding policy values on early termination. 

 
5.2 In terms of the agreement, retirement annuities that are terminated on 

or after January 2001 should have a minimum value of 65% of the 
investment account on the date contributions cease. The amount 
deducted for outstanding expenses should thus not exceed 35% of 
the investment value at this date. 
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5.3 In the present matter, the expenses recouped amounted to 5.36% of 
the investment value at the date of withdrawal. The complainant’s loss 
was exacerbated by the amount of tax the respondents were forced to 
withhold from his payment. It is further generally known that the 
securities market was fairly depressed during a large part of 2003. 

 
5.4 Due to an unfortunate sequence of events, the complainant was 

forced to terminate his contract with the first respondent prematurely 
and, as a result, was left worse off by his pension preservation choice. 

 
5.5 The expenses debited against the complainant’s investment upon 

early withdrawal are under the circumstances unfortunate but not 
unreasonable.  

 
5.6 In the result, the complaint is dismissed. 

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


