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Dear Madam 
 
Re: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS ACT, 

24 of 1956 (“The Act”): M DA MATTA (“complainant”) v LIFESTYLE 
RETIREMENT ANNUITY FUND (“first respondent”) AND LI BERTY LIFE GROUP 
LIMITED (“second respondent”) 

 
1.0  Introduction  
 
1.1 This complaint concerns the charges to be imposed on the complainant’s retirement 

annuity fund value by the second respondent if she decided to make her policy paid-
up from the first respondent on 1 July 2008.  

 
1.2 The complaint was received by this office on 4 June 2008. A letter acknowledging 

receipt of the complaint was sent on 26 June 2008. On 27 June 2008 letters were 
dispatched to the respondents, giving them until 28 July 2008 to file a response to 
the complaint. Responses from the respondents, which were also forwarded to the 
complainant, were received on 21 August 2008. No reply was received from the 
complainant.  

 
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. 
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2.0 Factual Background 
 
2.1 The complainant applied for and was admitted to membership of the first respondent, 

which is a registered retirement annuity fund in terms of the Act, on 1 October 2000. 
The second respondent is the underwriting insurer and administrator of the first 
respondent. The complainant’s membership is to endure until her chosen retirement 
date of 1 October 2027. However, the complainant made a query to find out what her 
fund value would be if she makes her policy paid-up on 1 July 2008. The 
complainant’s fund value before her query was R59 531.15 (“pre-causal event fund 
value”). 
 

2.2 If complainant decided to prematurely cease contributions from the second 
respondent, the second respondent would impose a charge of R14 302.32 for this 
causal event, resulting in the complainant’s fund value reducing to R45 228.83 on 1 
July 2008. Prior to the complainant’s query, she reduced her contributions from 
R600.00 to R350.00 in October 2003. 
 

2.3 With effect from 1 December 2006 the Minister of Finance, in terms of section 72 
read with section 54 of the Long-term Insurance Act, no. 52 of 1998 (“LTI Act”) 
amended the regulations under the LTI Act (“the regulations”) to, inter alia, make 
provision for maximum limits regarding the values and charges that may be imposed 
on long-term policies such as the complainant’s retirement annuity fund policy. 
Pursuant thereto, the second respondent evaluated the complainant’s pre- and post-
causal event fund values and concluded that no adjustment to the complainant’s fund 
value was required because it fell within the permissible range stipulated in the 
regulations.    

 
 
3.0 Complaint 
 
3.1 The complainant is aggrieved about the charges which would have been imposed by 

the second respondent if she made her policy paid-up on 1 July 2008. She alleges 
that this charge is excessively high.  

 
4.0 Responses  
 
4.1.1 The second respondent submits that the complainant’s contributions were reduced in 

October 2003. Also, the second respondent explains that since the expenses are 
incurred upfront with regard to policies, if a member prematurely cease or reduce 
contributions the unrecouped expenses will be recouped if the policy is made paid-up 
or if the premiums are reduced. However, with regard to this policy, the second 
respondent submits that no expenses were recouped when the complainant reduced 
her contributions. 

 
4.1.2  The second respondent also submits that their calculations are in line with their rules 

and refer to paragraph 5.1 of their rules and submits that the member’s contributions 
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are payable to maturity, failing which the policy converts to a paid-up status with 
reduced benefits. 

 
4.1.3 Further, the complainant submits that the values are in line with the Statement of 

Intent.   
    
 
5.0 Determination and reasons therefor 
 
5.1    The merits 

 
5.1.1 The issue to be determined here is whether or not the charges which could have 

been imposed by the second respondent on the complainant’s fund value if the 
complainant reduced contributions on 1 July 2008 were fair and reasonable as the 
complainant alleges that these charges are excessively high. 
 

5.1.2 The basis for imposing a causal event charge needs to be determined and it must be 
decided whether or not the causal event charge levied by the second respondent 
represented a reasonable basis for the determination thereof. In this regard Fourie J, 
in Old Mutual Life Assurance Company (SA) Ltd v Pension Funds Adjudicator and 
Others [2007] 1 BPLR 117 (C) at paragraph 35, noted that: 

 
 “The fact that the policy does not specify a formula according to which the paid-up reduced 

benefit is to be calculated, does not mean that Applicant has an unfettered discretion to 
arbitrarily determine a value in a manner that is unfair, unreasonable or capricious. In this 
regard, I am in agreement with Applicant’s submission that the provisions of the LTIA, referred 
to hereunder, dictate that the paid-up reduced benefit to which Second Respondent is entitled 
has to be calculated in accordance with generally accepted actuarial principles and practice.” 

 
5.1.3 Therefore, in ascertaining the reasonableness of the causal event charge levied by 

the second respondent this tribunal takes cognizance, firstly, of the provisions of 
section 46 of the LTI Act, which reads as follows: 

 
  “A long-term insurer shall not- 
 

(a) enter into any particular kind of long-term policy unless the statutory actuary is satisfied 
that the premiums, benefits and other values thereof are actuarially sound; 

(b) make a distinction between the premiums, benefits or other values of different long-term 
policies unless the statutory actuary is satisfied that the distinction is actuarially justified; 
or 

(c) award a bonus or similar benefit to a policy-holder unless the statutory actuary is satisfied 
that it is actuarially sound and that a surplus is available for that purpose.” 

 
5.1.4 Further, section 52 of the LTI Act prescribes the manner in which long-term policies 

are to be dealt with in the event of cessation of contributions. The insurer must have 
rules approved by the statutory actuary that prescribe a sound actuarial basis and the 
method to be used to value a long term policy in the event of a causal event 
occurring. Thus, the benefits and values attaching to a prematurely terminated policy, 
and any distinctions between it and policies that do not prematurely terminate, must 
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be actuarially sound.  
 
5.1.5 Lastly, in addition to the requirement that causal event charges must be computed 

using generally accepted actuarial principles that ensure the actuarial soundness of 
the insurer, on 1 December 2006 the Minister of Finance promulgated regulations in 
terms of the LTI Act that stipulate maximum causal event charges in respect of 
causal events that occurred on or after January 2001.  

 
5.1.6 Therefore, in determining the reasonableness of the causal event charges imposed 

by the second respondent, this tribunal engaged the services of an independent 
actuary to assess the charges imposed. The actuary considered the first 
respondent’s rules, the policy terms, the provisions of the Act and LTI Act, generally 
accepted actuarial principles and the regulations before reaching a conclusion on the 
reasonableness of the causal event charges. 

 
5.1.7 The actuary found that the total causal event charges imposed by the second 

respondent when the complainant ceased contributions and also if the complainant 
decided to make a policy paid-up on 1 July 2008 from the second respondent were 
fair and reasonable.  

 
5.1.8 Thus, on a careful consideration of the facts placed before this tribunal it has been 

shown that the second respondent acted in accordance with generally accepted 
actuarial practice, the provisions of the rules, the provisions of the policy document, 
the provisions of the LTI Act and the regulations. This tribunal accordingly finds that 
the evidence does not justify the complainant’s submission that the causal event 
charges imposed by the second respondent were unfair, unreasonable or capricious 
in nature. 

 
 
6.0. ORDER 
 
6.1 In the result, the complainant’s complaint cannot succeed and is dismissed. 

 
 

Dated at Johannesburg on this               day of                                  2010 
 
Yours faithfully 
 
 
 
_________________ 
DR E.M. DE LA REY 
Pension Funds Adjudicator 
 
 
Cc:  Mr. Joe Wolmarans (Principal Officer) 
 Lifestyle Retirement Annuity Fund 



 
 

5

P.O. Box2094 
Johannesburg 
2000 

  
 Fax: 011 408 2983 
 
Cc: Mr. Saffia Ismai (Actuarial Agent)l  
 Liberty Life Group Limited 
 P.O. Box 10499 
             Johannesburg 
             2000  
  
 
 Fax: 011 408 2689 
 
Registered office of fund: 1 Ameshoff Street 
                                          Braamfontein 
                                           2001     
 
Section 30M Filing: Magistrate’s Court  
 
Parties unrepresented  
 
 
 
 
 


