
The final duty of the trustees is to determine the most appropriate manner in which the benefits should be paid to the 
dependants and/or nominees, with there being a number of options available.

The trustees must inform beneficiaries of their decision, the reasons for reaching it and the portion of the benefit allocated 
subject at all times to the restrictions placed on them in terms of the Protection of Personal Information Act, 2013.

STEP 3: DETERMINING APPROPRIATE 
METHODS OF PAYMENT

Once the board of trustees has determined the beneficiaries and is satisfied that its 
proposed allocation is fair and equitable, the beneficiaries must elect how they would 

like to receive the death benefit.
This final article in our short article series on Section 37C of the Pension Funds Act 

considers these payment options and also offers trustees advice on navigating the often 
complex application of this legislation. 

Payment options

If the beneficiary is a minor or legally incapacitated adult, the trustees may pay the benefit to a beneficiary fund or to the 
parent or other person who has a legal responsibility for that person, or to a care-giver as defined in the Childrens’ Act, 2005. 
The benefit may also be paid to a trust, if nominated by the member or the beneficiary, and approved by the board of trustees.

Compulsory annuity Lump sum Combination

• The beneficiary can purchase a 
compulsory annuity (i.e. a living 
or guaranteed life annuity) in 
their name from a South African 
registered insurer of their choice.

• The beneficiary can take the full 
benefit as a lump sum (from which 
tax may be deducted).

• The beneficiary can take a 
combination of a cash lump sum 
(from which tax may be deducted) 
and a compulsory annuity.
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Payment timeframe
Section 37C(1)(b) aims to ensure that death benefits are 
distributed within a reasonable timeframe. According to 
Section 37C, the payment should be effected after a period of 
12 months from the date of the member’s death, at the least. 
However, if the board sees the need for further investigation, 
it is not compelled to make payment after the 12 months has 
passed. Neither does Section 37C prohibit the distribution of 
death benefits within 12 months, nor does it compel distribution 
at the expiry of the 12-month period. The section 37C(1)(b) 
12-month timeframe should serve as a benchmark that a board 
should strive to meet, but distribution should not be made if it 
has not taken all reasonable steps to identify dependants or is 
uncertain about dependants already identified. 

If a board finds itself in the position where further investigation 
is needed, it should notify the identified beneficiaries of the need 
for further investigation. Communication with beneficiaries 
could guard against unwarranted costs that could arise from 
complaints being laid by dependants, as well as prevent any 
delay that could be caused due to dealing with a complaint 
brought to the Pension Funds Adjudicator (PFA).

Complaints and the Pension Funds Adjudicator
Dependants and nominees who wish to dispute trustees’ 
decisions with regard to death benefit allocations and payments 
can do so by submitting a complaint to the principal officer of 
the fund. Should they wish to take the matter further – in the 
event that the principal officer’s response is unsatisfactory – a 
complaint can be lodged with the PFA.

Advice for trustees
Increasingly, disputes around the distribution of death benefits 
as determined by trustees are being brought to the PFA to 
resolve. While the intention of Section 37C was to streamline 
the distribution of benefits to ensure that no dependant is left 
destitute after a member’s death, the outcome determined 
by trustees is not always well-received by dependants and 
nominees, and the process of allocating death benefits can 
become drawn out when disputes are lodged with either the 
fund and/or PFA or the Financial Sector Tribunal or the high 
court.

In order to mitigate this, a possible solution would be for 
the legislature itself to provide more specific guidelines (e.g., 
regarding the steps to be taken, what would be regarded as 
equitable, legal dependency, maintenance and indigency, etc.) 
and then allowing for a final distribution to known dependants 
and nominees at the expiry of a reasonable period (a type of 
prescription period), as well as clarity around what information 
can be provided to beneficiaries in terms of the Promotion 
of Administrative Justice Act, 2000, and the Protection of 
Personal Information Act, 2013 – concluding with the necessary 
indemnities to protect the board against further claims. 

At present, such guidelines are not yet in place and it is advisable 
for trustees and administrators to keep a close eye on PFA 
determinations and Financial Sector Tribunal reconsiderations 
and outcomes of high court cases in this regard for useful 
guidance on the application of Section 37C.

Do you have a question that you would like us to address in a subsequent article? 
If so, please send your questions or suggestions for article topics by email to:  

info@atleha-edu.org

This article marks the end of our short article series on Section 37C of the Pension Funds Act. To access the full-length publica-
tion, Retirement fund death benefits: Trustees’ duties and responsibilities, visit our website: www.atleha-edu.org.
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Atleha-edu
Speaking life into investment decisions

Our purpose at Atleha-edu is to help ordinary South Africans save and invest for a 
better tomorrow.  

We do this through Financial Sector Code (FSC)-compliant awareness and 
interactive education programmes focused on retirement fund trustee, management 
committee member; and fund member awareness and education initiatives, such as 

this short article. 
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short articles series.
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