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DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS ACT 24 
1956 (“the Act”): AMOS L R L (“the complainant”) v LIBERTY LIFE (“the first 
respondent”) 
 
1.         Introduction 
 

1.1 The complaint concerns the retirement annuity payable by the respondent 
upon the complainant’s retirement.      

 
1.2  An initial complaint was received by this office on 11 October 2006. A letter 

acknowledging receipt thereof was sent to the complainant on 17 November 
2006. On the same date, a letter was sent to the second respondent 
informing them about the complaint and giving them until 04 December 2006 
to respond to the complaint. A response was received from the respondent 
on 24 November 2006. 

 
     1.3  As the background facts are well known to the parties, only facts which are 

relevant to the issues raised herein shall be repeated.     
 
2. Factual background 
 

2.1 The complainant purchased a retirement annuity with the Retirement 
Annuity Fund which was administered by the respondent on 01 July 1986. 
An amount of R18 000.00 was initially invested when the retirement annuity 
was purchased and the monthly contributions wereR63.00 increasing at 
10% each year. 
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2.2 The retirement date in terms of the policy was scheduled for 01 July 2006 
and the estimated maturity value at approximately R140 000.000 despite 
previous illustrated values ranging from R165 000.00 to R191 000.00. 

 
2.3 The policy was cashed in on 01 January 2002 because of forced 

retrenchment. The value of the policy was R73 069.00 of which R24 356.34 
was taken in cash and the balance was reinvested in a new Life Annuity 
Policy.    

 
3. The complaint 
 

3.1     The complainant is dissatisfied with the value of the policy decreasing when 
it approached the maturity date. 

 
3.2     The illustrated maturity values were indicated as follows: 

1994 - R191 000.00 
1995 - R174 000.00 
1996 - R165 00.00 
2001 - R140 000.00  

 
4. Respondent’s response 
 
     4.1 The respondent provided the breakdown of the early retirement benefit as 

follows: 
 

• Investment value prior to early retirement -    R 73 491.56 

• Less early retirement charge   -   R 422.53 

• Early retirement benefit    -   R 73 069.03 

• Charges as a percentage of investment value -   0.575% 
 

4.2 The respondent provides that in terms of a statement issued by the 
members of the long term insurance industry and the Minister of Finance, 
retirement annuities that were terminated on or after 01 January 2001 
should have a minimum value of 65% of the investment account on the date 
that contributions cease. In other words, the maximum early retirement 
charges to be levied may not exceed 35% of the investment value. 

 
4.3 On this particular contract, the deduction in respect of outstanding expenses 

amounted to 0.575% of the investment value when it was made paid-up, 
and thus within the specified time limits. The investment return earned by 
the Retirement Annuity Fund over the period of investment was 9.43% per 
annum compound, net of all fees and charges. 

 
4.4 Economic uncertainties make it difficult to predict the rates of investment 

and as a result of this “illustrative values” are not guaranteed.   
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5. Determination and reasons thereof 
 

5.1 The issue of whether a fund should pay illustrative benefits or guaranteed 
benefits was fully canvassed in the case of Central Retirement Annuity Fund 
v Adjudicator of Pension Funds and Others [2005] 8 BPLR 655 (C), this was 
a High Court appeal where the Judge overturned the Adjudicator’s 
determination that the non fulfillment of the amount contained in the initial 
illustrative value benefit document was based on unreasonable acts or 
omissions on the part of the applicant [Sanlam]. In stating his reasons for 
overturning the Adjudicator’s determination, the Judge said as follows: 
“Sanlam Life continued to communicate with the second respondent about 
the benefits. As the returns began to decline from 1997 onwards, these 
decreases were reflected in documentation provided to the second 
respondent by way of further illustrative values”. 

 
  5.2  The policy in this case was taken out in 01 July 1986.The illustrative rate of 

projection was 15% per annum. In 1997 this figure changed to 12% due to 
inflation rate that went down. The inflation rate did not get any better and this 
resulted in the illustrative rate of projection changing to 10% per annum in 
August 2002. All of this resulted in the value of the policy decreasing as it 
approached maturity date. Further, the complainant had an early retirement 
because of forced retrenchment.       
 

5.3  Following the case of Kunene JA v The South African Retirement Annuity 
Fund 280907 “unreported”, the Adjudicator held that because the inflation 
rate was constantly being managed downwards during the lifetime of the 
policy and because the deceased did not survive the whole contractual 
period, the illustrative benefit was therefore not payable.   

 
5.4       Having regard to the two cases above, it becomes clear that when 

illustrative benefits are projected, a lot of factors are assumed and if none of 
them materialise or materialise in the way  that was not assumed, then they 
cannot become payable. 

 
    5.5 In the result, your complaint cannot succeed and it is hereby dismissed.            

   
 

DATED AT JOHANNESBURG ON THIS THE         DAY OF                  2008 
 
 
Yours faithfully  
 
 
 
 
____________________ 
Mamodupi Mohlala 
Pension Funds Adjudicator  


