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V Ngalwana (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator), 

       Our reference:PFA/KZN/4932/SG 
 

                                 
 
Re:  DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 OF 1956 (“the Act”): S C Schultz v The Prosure 
Retirement Annuity Fund / Metropolitan Life Group 

 
Introduction 
 

1. This matter concerns the illustrative values of a member’s benefit.  
 
2. The complaint was received by this office on 26 September 2005. The 

response to the complaint was received by this office on 1 August 2006. 
After considering the written submissions before me, I consider it 
unnecessary to hold a hearing in this matter. My determination and 
reasons therefor appear below.   

 
3. In December 2005 an announcement was made of a Statement of Intent 

between the Minister of Finance, on the one hand, and the Life Offices 
Association and five large life assurers on the other, in terms of which the 
life assurers would commit themselves to certain minimum standards in 
respect of retirement annuity funds and endowment policies. Although the 
statement is not binding on this office, we nevertheless referred all 
retirement annuity fund complaints (including this one) back to the 
management boards and life assurers administering these funds with a 
view to facilitating an amicable resolution of the complaint between the 
parties without the intervention of this office. This matter was referred for 
settlement to the fund and administrator on 19 January 2006. The parties 
were given 30 ordinary days to settle the matter failing which this office 
would determine the complaint in the ordinary course. Many complaints 
were settled on this basis but the settlement terms were not divulged to 
this office. However, in a letter dated 3 March 2006 the fund informed this 

Z Camroodien (Snr Assistant Adjudicator), F Mtayi (Snr Assistant Adjudicator), K MacKenzie (Snr Assistant Adjudicator), R Maharaj (Snr 
Assistant Adjudicator), N van Coller (Assistant Adjudicator), L Mbalo (Assistant Adjudicator), J Mabuza (Assistant Adjudicator), V 
Abrahams (Assistant Adjudicator), S Gcelu (Assistant Adjudicator), T Thabethe (Assistant Adjudicator), M Ramabulana (Assistant 
Adjudicator) 
 
Office Manager: L Manuel 
 



 
 

2

office that the matter does not fall within the scope of the Statement of 
Intent. I shall now determine this complaint in the ordinary course.  

 
 
Factual Background 
 

4. You became a member of the Prosure Retirement Annuity Fund (“the 
fund”) from 1 March 1997. The fund purchased a policy (Policy No. 
0032506500) on your behalf from Metropolitan Life Group (“the insurer”) 
The commencement date of the policy was 1 March 1997 and your 
chosen retirement date is 1 October 2017 at which date you will be 67 
years old. The amount of the premium at the commencement date was 
R150 escalating by 15% on each policy anniversary. On 27 June 2000, 
you submitted a written request to the insurer to alter the terms of the 
policy by reducing your retirement date to 1 March 2012 at which date you 
will be 60 years. 

 
5. At the inception of the policy, you elected to invest your contributions in 

the following portfolios: Syfret (25%); BOE (50%); GuardBan (25%). 
 

6. On 27 June 2000, you made a request to the insurer to switch your 
investment to other portfolios. The insurer acceded to your request and 
the switch took effect from 1 July 2000. Your investment was allocated at 
your behest to the following portfolios:Global Hedge GHP (50%);Standard 
International (50%). 

 
7. On 13 April 2005, you made another request to switch your investment to 

other portfolios. The insurer acceded to your request and the switch took 
effect from 1 May 2005 and your investment was allocated to the following 
portfolios:Franklin Templeton Unitised Property (60%); Franklin Templeton 
NIB Equity (40%). 

 
The complaint 

 
8. You are unhappy that the projected value of your policy has dropped from 

R490 000 to R105 000 while you are paying an additional monthly 
contribution of R200 to the fund. 

 
The response 
 

9. The fund contends that the illustrative value of R490 000 to which you 
refer appears on a quotation dated 27 June 2000 which relates to a 
separate policy and unrelated to the policy that forms the subject matter. It 
further contends that the figure of R105 000 to which you refer is in fact an 
amount of R104 758 that indicated a projected retirement value on the 
policy which forms the subject matter. The fund submits that these figures 
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are unrelated to each other and thus cannot be compared. 
  
10. The fund contends that at the inception of the policy, you were provided 

with the following illustrative values: 
 

“Higher Standard Basis(14%) 
Capital value without escalation R185 839 
Capital value with escalation R564 435 
 
Lower Standard Basis (11%) 
Capital value without escalation R126 447 
Capital value with escalation R435 597”. 
 

11. It further contends that the above illustrative values assumed the following 
factors: that the policy term would be 21 years; the elected portfolio 
selected would remain unchanged and the premium would escalate by 
15% per annum. The fund contends that you were informed that the 
contributions would be invested in the portfolios that are subject to market 
fluctuations. 

  
12. The fund submits that the decline of the illustrative values was affected by 

the following factors: that you reduced the policy term to 14 years; you had 
switched portfolios on two occasions; the premium escalation of 15% was 
never honoured and that you only started paying an additional contribution 
of R200 per month from 2 March 2002. 

 
13. The fund submits that the illustrative values are by no means the set and 

determined value of your benefit at your selected retirement date. It further 
submits that its liability is limited to the sum that the insurer will pay to you 
in terms of the policy at retirement. 

 
 
Determination and reasons therefor 
 

14. When you retire from the fund, you will be entitled to a retirement benefit 
which will be calculated in accordance with the rules of the fund, read 
together with the provisions of the policy document.  What the value of the 
benefit will be cannot be determined at this stage. All that the fund and the 
insurer have been able to do is to make a projection of your benefit at two 
rates of interest.  

 
15. As it is impossible to give an exact maturity value, the insurer uses 

illustrative maturity values to give an estimate of what that value will be if 
certain assumptions are met. In the present matter the illustrative value 
has dropped markedly due to certain assumptions not being met: the 
duration of the policy was reduced from 21 years to 14 years; you 
switched portfolios in which your contributions are invested on two 
occasions and you did not honour the premium annual escalation of 15% 
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instead you increased the monthly premium by R200 from 1 March 2002. 
Further, as your assets are invested in market-related portfolios, the 
performance of the portfolios is subject to prevailing market value 
fluctuations. The exact value of the retirement benefit is also determined 
by the performance of the underlying assets. The projected values are not 
guaranteed.  

 
16. In light of the above, I am satisfied that there was sufficient disclosure on 

the part of the fund and the insurer as regards the illustrative values. In 
addition thereto, you have neither alleged nor proved that the insurer 
acted unreasonably in providing the said illustrations, or that the fund was 
mal-administered by adopting the illustrations, nor that you have suffered 
loss as a result thereof. 

 
17. Therefore, the complaint cannot succeed.  

 
 
DATED AT CAPE TOWN ON THIS  DAY OF  2007 
 
 
Yours faithfully 
 
 
 
Vuyani Ngalwana 
Pension Funds Adjudicator 
 


