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Dear Sir 

 

DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS ACT 

NO. 24 OF 1956 (“the Act”) – C G ROBERTSON (“compla inant”) v METRO 

GROUP RETIREMENT FUND (“first respondent”), ALEXAND ER FORBES 

FINANCIAL SERVICES (PTY) LTD (“second respondent”) AND SANLAM LIFE 

INSURANCE LIMITED (“third respondent”) 

 

[1]     INTRODUCTION 

 

1.1. The complaint concerns the quantum of the complainant’s pension 

increases. 

 

1.2. The complaint was received by this tribunal on 1 September 2008. A 

letter acknowledging receipt thereof was sent to the complainant on         

2 October 2008. On 10 October 2008 a letter was sent to the third 

respondent requesting a response to the complaint by no later than      

10 November 2008. A response dated 14 November 2008 was received 
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from the third respondent. Further submissions were received from the 

third respondent on 25 June 2009. On 3 June 2011 the second 

respondent was requested to file a response to the complaint. A 

response dated 21 June 2011 was received from the second respondent. 

Further submissions were received from the second respondent on        

7 July 2011. 

 

1.3. After reviewing the written submissions before this tribunal it is 

considered unnecessary to hold a hearing in this matter. This tribunal’s 

determination and its reasons therefor appear below. 

 

[2]    FACTUAL BACKGROUND  

 

2.1 The complainant was an employee of Metro Cash and Carry Group and 

by virtue of his employment became a member of the first respondent 

until his retirement in 1983. The complainant’s pension was outsourced, 

in the first respondent’s name, to the third respondent since 1 August 

1996. Subsequent to the termination of his employment with Metro Cash 

and Carry Group he was employed by South African Breweries Limited 

and by virtue of his employment became a member of the South African 

Breweries Pension Fund (“SAB Fund”). He currently receives a pension 

from the SAB Fund since April 1993. 

 

[3]    COMPLAINT  

 

3.1 The complainant is dissatisfied with the quantum of the pension 

increases he receives from the first respondent. At the time he started 

receiving a pension from the first respondent the pension amount was 

similar to the one received from the SAB Fund. However, the pension 

from the SAB Fund is now 67% more than the one he receives from the 

first respondent. The first respondent’s pension increases have become 

negligible. There was correspondence from the third respondent giving 

him an option to choose a doubling of the pension and to forfeit all future 
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increases. In view of the high risk of inflation and the fact that he was a 

young pensioner, he declined the offer. Neither fund had automatic 

inflation increases, but both funds had as an objective pension increases 

to compensate for at least a major portion of inflation. The pension 

increases depend on the purchase rate. He was advised that the pension 

purchase rate from the third respondent was 6%. However, he initially 

received correspondence from the third respondent that the purchase 

rate was 5%.  

 

[4]     RESPONSES     

 

          First and second respondents’ response 

 

4.1 The first and second respondents state that the third respondent is an 

insurer to whom the complainant’s assets in the first respondent were 

transferred in August 1996 to purchase a pension on his behalf. The first 

respondent has been a defined contribution fund since 1990. At the time 

when the second respondent was appointed the administrator of the first 

respondent in 1992, the pensioner liabilities were valued at a discount 

rate of 8%. This discount rate meant that the pensioner assets had to 

grow by at least this rate before increases could be granted. In practice 

the higher the discount rate, the lower the future pension increases.  

 

4.2 Given the fact that the first respondent is a defined contribution fund, 

there was a danger that there would be cross-subsidisation between the 

active members, whose fund credits were based on contributions plus 

fund returns, and the pensioners where there was a promise by the first 

respondent to pay a pension for life. The cross-subsidisation would 

occur where pensioners lived longer than the assets allocated to them 

as the first respondent would still be obliged to continue to pay them 

pension to the detriment of active members because fund returns would 

be lower in order to pay for the pension increases. 
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4.3 As a result of this potential cross-subsidisation and the risk to the 

pensioners that the pensioner pool would be insufficient to fund their 

liabilities, the trustees decided to transfer the pensioner assets to an 

insurance company, which would bear the liability for these pensioners 

and decide on pension increments. After receipt of quotations from 

various insurers, the trustees selected the third respondent as the 

appropriate insurer at the time as it offered the best value for money. At 

the time that pensioner assets were transferred to the third respondent, 

the pensioner pool could afford to purchase these pensions by reducing 

the discount rate from 8% to 6%. Thus, the transfer took place at a 

discount rate of 6%, which was beneficial to pensioners. Since then, the 

third respondent has provided increases based on the discount rate of 

6%. Although the third respondent referred to a discount rate of 5% in 

earlier correspondence with the complainant, it confirmed from the 

records of the third respondent that the transfer took place at a discount 

rate of 6%.  

 

4.4 The complainant should have raised this issue in 1996 when he was 

informed of the decision by the trustees to transfer the pensioner liability 

to the third respondent. Given the fact that the pensions are based on a 

discount rate of 6% since August 1996 and that the SAB Fund used a 

much lower discount rate (the discount rate was around 4% in the early 

1990’s), it can be expected that the SAB Fund pensions would have 

escalated at a higher rate than the first respondent. The transfer of 

pensioner assets to the third respondent was carried out legitimately in 

accordance with the rules applicable at the time. As the first respondent 

entered into an agreement with the third respondent that the third 

respondent was going to be responsible for pension increases, the first 

respondent has no authority to determine or interfere with pension 

increases. All queries should be directed to the third respondent. 

 

4.5 The complainant’s pension was outsourced in the name of the first 

respondent and he is not a GN18 pensioner. The policy issued by the 
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third respondent, from which the pension is paid to the complainant, is in 

the name of the first respondent. The first respondent does not have a 

pension increase policy as pensioner liabilities are underwritten by the 

policy.  

 

  Third respondent’s response 

 

4.6 The third respondent informed this tribunal that the complainant’s 

pension was outsourced to the Sanlam’s Bonus Pensions product 

effective 1 August 1996, based on a purchase bonus rate of 6% and not 

5% as mentioned in previous correspondence. The complainant cannot 

compare his pension with that from the SAB Fund. Pensions purchased 

with different guarantees and purchase rates can never deliver same 

results. Bonus pensions are with-profit pensions, implying that increases 

depend on the bonus rates declared, which in turn depends on the 

investment return of the Bonus Pension Portfolio. The annual pension 

increase applicable to a specific Bonus Pension is determined in 

accordance with the rate at which the Bonus Pension was purchased 

and the bonus rate as determined by it from time-to-time. 

 

4.7 The Bonus Pension is increased to the extent that the bonus rate 

exceeds the purchase rate, which is 6%. The trustees of the first 

respondent determined this rate when the Bonus Pension was 

purchased. Further, it guarantees to pay the current level of pension for 

the rest of the complainant’s life. Therefore, the current level of pension 

will not be reduced during the complainant’s lifetime. It does not provide 

any guarantee on the level or extent of future increases. However, once 

the pension has been increased, it guarantees that the pension will not 

be reduced from the new level to a lower one. It always strives to 

maximise increases, subject to the constraints imposed by the guarantee 

that the pension will not be reduced from the new level to a lower one. It 

could not find correspondence to the effect that the complainant was 
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given an option to choose a doubling of the pension and forfeiting all 

future increases.   

 

[5]     DETERMINATION AND REASONS THEREFOR  

    

5.1 The issue for determination is whether or not the complainant receives 

the correct pension increases. The first respondent submitted that the 

complainant’s pension is underwritten by the third respondent and the 

third respondent determines pension increases based on a 6% bonus 

purchase rate. The third respondent confirmed that the complainant’s 

pension was outsourced to the Sanlam’s Bonus Pensions product 

effective 1 August 1996, based on a bonus purchase rate of 6%.  

        

5.2 The complainant’s pension was not outsourced in terms of GN18 and 

although it is paid by the third respondent since August 1996, the policy 

is still owned by the first respondent. Therefore, the complainant 

remains a pensioner of the first respondent and this was confirmed by 

the second respondent.  

 
5.3 The respondents have confirmed that the complainant’s pension was 

purchased based on a discount rate of 6%. The SAB Fund has a lower 

bonus rate of 4%. Therefore, the pensions from the two funds will not be 

the same. The second respondent has also noted that the underlying 

assets are invested in different asset classes, which yield different 

returns each year. This also impacts on the pension increases provided 

by the two funds. Further, section 14B(3)(c)(ii) of the Act does not 

require pension increase policies in instances where funds have 

purchased annuities from an insurer for their pensioners. There is no 

evidence to suggest that the complainant’s pension increases are 

incorrectly calculated.  

 

[6]  ORDER 

 

  1. In the result, the complaint is dismissed. 
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DATED AT JOHANNESBURG ON THIS 19th DAY OF JULY 2011  

 

 

 

   ________________ 

DR. E.M. DE LA REY 

ACTING PENSION FUNDS ADJUDICATOR 

 
 
 
Cc:  Attention: Sandile Maphalala 

            Metro Group Retirement Fund 

C/o Alexander Forbes Financial Services (Pty) Ltd 

 P O Box 651938 

 BENMORE 

 2010  

 

 Fax:  (011) 263 2944 

 

Cc:     Attention: Carien Du Toit 

Sanlam Life Insurance Limited 

P. O. Box 1 

SANLAMHOF 

7532 

 

Fax:   086 685 1898 

 

Registered address of fund:     

Alexander Forbes Place 

61 Katherine Street 

SANDOWN     

                   

Section 30M filing: Magistrate’s Court 

No legal representation 

 

      

 


