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

      Our ref:PFA/EC/5602/2005/ CN(SG) 
 

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

FUNDS ACT, 24 OF 1956 (“the Act”): P Nicholas L v Central 
Retirement Annuity Fund / Sanlam Life Insurance Limited 

 
Introduction 
 

1. This matter concerns the negative performance achieved by the fund.   
 
2. The complaint was received by this office on 26 September 2005, and a 

letter acknowledging receipt thereof was sent to you on the same day. The 
response to the complaint, which was copied to you, was received by this 
office on 24 October 2005. 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.   

 
Factual Background 
 

3. You were a member of the Central Retirement Annuity Fund (“the fund”) 
from 1 April 1999 until 1 April 2005. The fund took out a policy (Policy No. 
17463366x9) on your behalf underwritten by Sanlam Life Insurance 
Limited (“the insurer”). The inception date of the policy was 1 April 1999. 
You started paying monthly contributions of R1000 which were to increase 
by 10% on each policy anniversary. The policy was a conversion of the 
previous policy and thus a lump sum of R29 393,28 was transferred to the 
policy when the previous policy was terminated. Your chosen retirement 
date was 1 April 2005. When you exited the fund the vesting value of the 
policy was R97 215,92. 

 
 
The complaint 
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4. Your complaint relates to the negative performance achieved by the fund 

which resulted in the reduction of your investment. You are aggrieved that 
after 18 years of investment the benefit you received is less than the 
contributions paid by you.  

 
The response 

 
5. The fund contends that your contributions were invested in the Sanlam 

Life’s market related Offshore Equity Fund which holds no guarantees. 
The fund submits that this portfolio is US dollar-denominated and its 
investment portfolio shares are the full market-related growth of the 
assets. It further submits that the performance of the fund is influenced by 
performance of offshore markets and the Rand/US dollar exchange. The 
fund further submits that the offshore markets performed poorly in 2000 
and 2002 and that had adverse effect on your investment. It contends that 
the strengthening of the rand against the US dollar from 2002 negatively 
affected the performance.  It further contends that the upshot of this is that 
when you exited the fund your investment achieved a negative return of 
R14 893,95. 

 
6. The fund argues that at all material times you were acquainted with the 

risks inherent in the offshore investment portfolio. To strengthen its 
argument it sought to rely on the clause in the Certificate of Membership 
you signed when you joined the fund, which stipulates: 

 
“6 If I herein apply for an alteration to an offshore fund policy, I confirm that 

(a) I am duly conversant with the way the policy for which I am proposing 
works; (b) I am fully conversant with the risks in particular the exchange 
rate risk, to which the policy is exposed; and (c) that I accept those risks.” 

 
 
Determination and reasons therefor 
 

7. Your contributions were invested in the Sanlam Life’s market related 
Offshore Equity Fund which is a market related investment portfolio. The 
performance of this portfolio was impacted upon by the fluctuation of the 
market. The offshore portfolio in which you invested did not perform well in 
2000 and 2002 due to the overall poor performance of the offshore 
markets. Further, the strengthening of the Rand against the US dollar had 
adverse effect on the performance of this portfolio. When you joined the 
fund you were apprised of the manner in which your offshore portfolio 
works and you signed a declaration acknowledging this. There is no 
evidence before me to suggest that the negative performance achieved by 
the portfolio in which you invested is attributable to the maladministration 
of the fund. That you invested in the offshore portfolio the performance of 
which is subject to the ever-changing climate in the market cannot make 
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the fund, in my view, blameworthy. 
 

8. The complaint thus can therefore not succeed.  
 
 

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


