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Dear Madam, 

 

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

24 OF 1956 (“The Act”):  T NAIDU-LEWIN (“complainant”) v CENTRAL 

RETIREMENT ANNUITY FUND (“first respondent”) AND SANLAM LIFE 

INSURANCE LIMITED (“second respondent”) 

 

[1] INTRODUCTION 

 

1.1 The complaint concerns the causal event charge to be imposed by the 

second respondent on the complainant‟s fund value in the first 

respondent should she decide to decrease the current monthly 

contribution. 

 

1.2 The complaint was received by this Tribunal on 1 July 2015. A letter 

acknowledging receipt of the complaint was sent to the complainant on 

2 July 2015. On the same date, the complaint was forwarded to the 

second respondent requesting it to file its response by 2 August 2015. 
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A response was received from the first respondent on 3 July 2015. No 

further submissions were received from the parties.  

 

1.3 After reviewing the written submissions before this Tribunal, it is 

considered unnecessary to hold a hearing in this matter. The 

determination and reasons therefor appear below.  

 

[2] FACTUAL BACKGROUND 

 

2.1 The complainant was admitted to membership of the first respondent, a 

registered retirement annuity fund in terms of the Act, by virtue of being 

issued with a retirement annuity policy number 043328926x1            

(“the policy”) on 1 February 2011. The second respondent is the 

underwriting insurer and administrator of the first respondent. The 

complainant‟s membership was to endure until her chosen retirement 

date of 16 October 2035. The initial monthly contribution was R500.00 

per month. The current monthly contribution is R2 928.00 per month.   

 

2.2 On 26 May 2015, the complainant requested the second respondent to 

permit her to decrease the monthly contribution to R500.00 per month. 

The complainant‟s fund value immediately before her decision to 

reduce the monthly contributions was R120 349.59 (“pre-causal event 

fund value”). 

 

2.3 As a result of the complainant‟s decision to reduce her monthly 

contribution, the second respondent proposed a causal event charge of 

R9 281.95, resulting in the complainant‟s fund value decreasing to 

R111 067.64 (“post-causal event fund value”) on 27 May 2015. 

 

[3] COMPLAINT 

 

3.1 The complainant submitted that she is employed as a State Law 

Advisor (International Law) by the Department of International 
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Relations and Cooperation in Pretoria since 8 January 2007. On        

28 December 2011, she left Pretoria to take up a diplomatic posting at 

the South African Embassy at The Hague in Netherlands for a period of 

four (4) years. Her posting is due to end on 15 December 2015 and 

she will return to Pretoria to resume her position as a State Law 

Advisor.  

 

3.2 The complainant further submitted that she became a member of the 

first respondent on 1 February 2011 by virtue of being issued with the 

retirement annuity fund policy number 043328926X1. She further 

submitted that prior to leaving for Netherlands, she decided to increase 

her monthly contribution to R2 000.00 per month (with a 10% yearly 

increase) for a period of four years. The monthly contribution increase 

took effect from 1 January 2012. She further submitted that her 

decision to increase the monthly contribution for the duration of her 

posting was solely based on the fact that she would be able to pay 

higher contributions as a result of her overseas posting.  

 

3.3 The complainant further submitted that in May 2015, she contacted the 

second respondent to ask for advice on decreasing her monthly 

contributions with effect from 1 January 2016. She asked for a variation 

because she will be returning to South Africa in December 2015 and 

will no longer be able to afford the current monthly contribution, which 

is R2 928.20 per month. She was advised by the second respondent 

that should she wish to decrease her monthly contribution to R500 a 

month, there would be a penalty of R9 281.95 that she would have to 

incur for decreasing the monthly contribution. She stated that she was 

deeply shocked and disappointed and felt aggrieved by a state of 

affairs that appeared to be manifestly unjust.  

3.4 The complainant further submitted that she then contacted 

Hellopeter.com, a consumer-complaint website, to register her 

grievance. Following that, Hellopeter.com put her in touch with Ms Ina 

Ehlers who is responsible for Client Relations at the second 
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respondent. Ms Ina Ehlers informed her that the penalty she was 

complaining about was in fact not a penalty at all, rather a charge for 

her variation of the monthly policy contribution or deciding to decrease 

her monthly contribution. She was also advised that if she could not 

afford to pay contributions upon her return to South Africa, she had the 

option of taking a „premium holiday‟ which essentially means that she 

would not have to pay her contributions for one calendar year. She 

further submitted that she found this strange given that she was not 

saying that she did not wish to pay her contributions, rather she could 

no longer afford to pay such high contributions. In this regard, she 

attached correspondence between her and the second respondent. 

 

3.5 The complainant further submitted that her dissatisfaction lies in the 

intransigence of the second respondent‟s position that if she wishes to 

change her monthly contributions, she will have to pay a penalty to do 

so. This seems unfair as people‟s circumstances change at various 

points in their lives and careers and she feels that she is being made to 

suffer a great financial imposition as a result of the penalty that the 

second respondent will hold her to pay if she reduces her monthly 

contribution. She notes that the rate of inflation in South Africa is 4,60% 

as of May 2015 and yet the monthly contribution increases at a rate of 

10% every year and therefore, she would appreciate clarity on whether 

the second respondent is justified in imposing a 10% annual increase 

in this regard.   

 

3.6 The complainant seeks this Tribunal to rule whether or not the second 

respondent is imposing an arbitrary penalty on her by charging her      

R9 281.95 before it reduces her contribution to R500 a month and also 

whether or not the 10% yearly contribution increase is arbitrary or 

based on the rule of law.   

 

[4] RESPONSE 
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4.1 The second respondent submitted a response in its capacity as the 

underwriting insurer and administrator of the first respondent. The 

second respondent confirmed the background facts as summarised in 

paragraph 2 above. The second respondent submitted that the 

contractual monthly contribution at inception date was R500.00 and 

increased with 10% on every policy anniversary. An alteration was 

done on the policy and the monthly contribution increased to R2 000.00 

with effect from 1 January 2012. 

 

4.2 The second respondent submitted that it received a request from the 

complainant on 26 May 2015 to decrease the monthly contribution to 

R500.00. An alteration quote indicating that a charge of R9 281.95 

(7.71% of the complainant‟s fund value) will be deducted from the 

complainant‟s fund value was sent to her on 27 March 2015. The 

alteration charge to be levied is not a penalty as indicated by the 

complainant. It was charged in accordance with what had been stated 

in the policy.  

 

4.3 The second respondent further submitted that most of the expenses 

with respect to policies are incurred at the commencement of the policy 

(“upfront costs”) or when the premiums or contributions are reduced or 

stopped. These upfront costs are recovered by means of charges 

which are imposed over the term of the policy. When the policy charges 

were calculated, it was assumed that the contractual premiums or 

contributions would be paid up to the end of the policy term. Should the 

premium payments or contributions be stopped or reduced, the second 

respondent will no longer be able to recover these costs from the future 

charges as these will now stop. 

 

4.4 The second respondent further submitted that the purpose of the 

causal event charge is to recover the expense of doing the alteration on 

the policy and to partly recover the loss, resulting from the alteration, of 

future policy charges that are required to pay for the initial expenses 
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already incurred on the policy. If the contractual payments were to be 

continued until the chosen retirement date, these expenses would have 

been recovered by the charges.  

 

4.5 The second respondent further submitted that the regulations issued 

under the Long-term Insurance Act, 52 of 1998 (“LTI Act”), published 

on 1 December 2006, confirmed the application of actuarial rules to 

policies. The deductions and charges are levied in accordance with 

these actuarial rules. The regulations ensure that policy benefits and 

values are to be calculated in compliance with the LTI Act, as was done 

in the case of the complainant‟s policy. The regulations provide for 

maximum limits regarding the values and charges (so-called causal 

event charges) that may be imposed, and which are considered as fair 

and acceptable by the regulator. These charges are limited to 30% for 

retirement annuity policies.  

 

4.6 The second respondent further submitted that the fixed contribution 

growth of 10% on policy anniversary was agreed to at inception date 

and was therefore, the complainant‟s own personal choice. It did not 

arbitrarily increase the annual contribution rate, it based its decision to 

increase it on the rule of law. The contribution rate increased annually 

with 10% in accordance the complainant‟s decision as was agreed to at 

inception date. This was also not linked to the inflation rate. The 

declaration that the complainant signed on 19 October 2011 for the 

increase of the monthly contribution to R2 000.00 also stated that the 

contribution rate will be increased by 10% annually. In this regard, it 

annexed copies of the policy, application form for the increase of the 

monthly contribution and benefit statements reflecting the annual fixed 

contribution growth of 10%. 

4.7 The second respondent concluded by submitting that the policy values 

were calculated according to the rules that the insurer must have and 

apply for this purpose and which must be approved by the statutory 

actuary as required by sections 46 and 52(3) of the LTI Act. The fund 
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value, after the complainant took early retirement, was calculated in 

accordance with these rules and the provision of the policy document 

and the rules of the first respondent. The fixed contribution growth of 

10% on every policy anniversary was agreed to at inception date and 

was therefore, the complainant‟s own personal choice.   

 

[5] DETERMINATION AND REASONS THEREFOR 

 

 Introduction 

 

5.1 The issue for determination is whether or not the causal event charge 

to be imposed by the second respondent on the complainant‟s fund 

value in the first respondent should she decrease the current monthly 

contribution of R2 928.00 to R500.00 per month with effect from            

1 January 2016 is fair and reasonable, and whether or not the 

complainant agreed to the annual fixed contribution growth rate of 10%.  

  

Whether or not the causal event charge is fair and reasonable 

 

5.2 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.” 

5.3 The learned judge, having confirmed that causal event charges may be 

imposed by underwriting insurers, what remains is to ascertain the 

fairness and reasonableness of the causal event charge that would 

have been levied by the second respondent. This Tribunal takes 
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cognisance, 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.” 

 

5.4 Further, section 52 of the LTI Act prescribes the manner in which    

long-term policies are to be dealt with in the event of premature 

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 be actuarially sound.  

 

5.5 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 1 January 2001.  

 

5.6 Rule 23 of the rules of the first respondent provides that: 
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“CONTRIBUTIONS are payable during the period determined in the POLICY 

which the FUND takes out in respect of the MEMBER.” 

 

 Rule 25 of the rules of the first respondent reads as follows: 

 

“Any change in the POLICY benefits provided or to be provided under the 

POLICY on account of a CAUSAL EVENT, as determined in accordance with 

the POLICY PRESCRIPTIONS, will result in the FUND‟s liability to the 

MEMBER changing accordingly.” 

 

 Rule 5.10 of the rules of the first respondent defines a causal event as 

follows: 

 

“CAUSAL EVENT in relation to a POLICY means one of the following events:  

 

   5.10.1 the POLICY becomes fully paid-up; 

 

5.10.2 the basic premium is reduced, without the POLICY thereby coming to              

an end or becoming fully paid-up;  

 

5.10.3 the remaining policy term or the remaining premium-paying term is 

reduced, without the POLICY thereby coming to an end or becoming 

fully paid-up;  

 

5.10.4 the POLICY is surrendered in part, other than for the purpose of a 

transfer from one fund to another in terms of section 14 of the ACT, 

or a part of the POLICY comes to an end for another reason (other 

than because risk cover under the POLICY has come to an end);  

 

5.10.5 the POLICY is surrendered in part for the purpose of a transfer from 

one fund to another in terms of section 14 of the ACT;  

 

5.10.6 the POLICY is surrendered in full, other than for the purpose of a 

transfer from one fund to another in terms of section 14 of the ACT, 

or the POLICY comes to an end for another reason (other than 

because the POLICY has reached its maturity date); or  

 

5.10.7 the POLICY is surrendered in full for the purpose of a transfer from 

one fund to another in terms of section 14 of the ACT.”  
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5.7 Therefore, in determining the fairness and reasonableness of the 

causal event charge that would have been imposed by the second 

respondent, this Tribunal engaged the services of an independent 

actuary. 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 charge.  

 

5.8 The actuary concluded that the causal event charge of R9 281.95 

(7.71% of the fund value of R120 349.59) that would be imposed by the 

second respondent on the complainant‟s fund value in the first 

respondent should she decrease the monthly contribution from 

R2 928.00 to R500.00 per month is within the 30% limit stipulated in the 

regulations of the LTI Act and therefore, is fair and reasonable.  

 

5.9 Therefore, after careful consideration of the facts placed before this 

Tribunal, it is evident that the second respondent acted in accordance 

with generally accepted actuarial practice, the provisions of the rules, 

the provisions of the policy documents, the provisions of the LTI Act 

and the regulations. This Tribunal accordingly finds that the causal 

event charge that would be imposed by the second respondent on the 

complainant‟s fund value is not unfair and unreasonable. 

 

5.10 This Tribunal also needs to state that the complaint illustrates the dire 

need for service providers in the retirement fund industry to educate 

and properly inform the members about the permissible costs and 

charges to be levied on those members who reduce or cease their 

contributions to a retirement annuity fund or transfer their savings to 

another fund prior the agreed maturity date in terms of the LTI Act and 

registered fund rules. The costs and charges must not only be 

disclosed, the service providers must ensure that the members actually 

understand them and how these charges are calculated so that they 
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can be able calculate for themselves at inception date of the policy. 

This Tribunal doubts that anyone who ever had the presence of mind to 

belong to a retirement annuity fund will decide to stop or reduce 

contributions without valid reasons. Often, difficult financial 

circumstances lead to members of retirement annuity funds reviewing 

their continued membership of such funds. This eventuality is presently 

not taken into account by the service providers who underwrite these 

retirement annuity policies. 

 

5.11 Inasmuch as this Tribunal understands and accepts that the life 

assurers who underwrite these retirement annuity policies need to 

recoup the upfront costs incurred by deducting causal event charges, 

what is problematic is the erosion of the members‟ benefits without the 

service providers explicitly disclosing these penalties and how they are 

calculated to members. As a result thereof, these retirement annuity 

polices do not serve their intended purpose of preserving retirement 

savings for members. The time has arrived for the service providers to 

stop being concerned about profits only and start acting in line with the 

current thinking and the principle of Treating Customers Fairly (TCF) in 

terms of realising their retirement benefit entitlements.  

 

Annual fixed contribution growth rate of 10%  

 

5.12 The complainant submitted that the rate of inflation in South Africa is 

4,60% as of May 2015 and yet the monthly contribution increases at a 

rate of 10% every year and therefore, she would appreciate clarity on 

whether the second respondent is justified in imposing a 10% annual 

increase in this regard. On the other hand, the second respondent 

submitted that the fixed contribution growth of 10% on policy 

anniversary was agreed to at inception date and was therefore, the 

complainant‟s own personal choice. It did not arbitrary increase the 

annual contribution rate or based its decision to increase it on the rule 
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of law. The 10% annual contribution rate increase is not linked to the 

inflation rate.  

 

5.13 This Tribunal notes that the application form signed by the complainant 

in February 2011 as well as application form for the increase of the 

monthly contribution she signed in October 2011 reflect an annual fixed 

contribution growth rate of 10%. The complainant appended her 

signature on the application form. The caveat subscriptor rule applies 

as the complainant is presumed to have known the contents of the 

application form she signed as it clearly indicates a contribution growth 

rate of 10%. By appending her signature, the complainant is purported 

to have agreed to the terms and conditions thereof. 

 

[6] ORDER 

 

1. In the result, the complaint cannot succeed and is dismissed. 

 

 

DATED AT PRETORIA ON THIS 13TH DAY OF OCTOBER 2015 

 

 

 

 

_____________________________ 

MA LUKHAIMANE 

PENSION FUNDS ADJUDICATOR    

 

 

 

Section 30M filing: High Court 

Parties unrepresented    
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