
  

 

 

 

 

 
M Mohlala (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator),   
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), V Abrahams (Assistant Adjudicator),            
S Gcelu (Assistant Adjudicator), T Nekile (Assistant Adjudicator), M Ramabulana (Assistant Adjudicator), N Sihlali (Assistant Adjudicator), 
S Mothupi (Assistant Adjudicator) 
 
Office Manager: L Manuel 

 

HEAD OFFICE 
Johannesburg 

2nd Floor, Sandown House 
Sandton Close 2, Sandton, 2196 
PO Box 651826, Benmore, 2010 

Tel (011) 884-8454 � Fax (011) 884-1144 
E-Mail: enquiries-jhb@pfa.org.za 

 
Cape Town 

2nd Floor, Oakdale House, The Oval  
Oakdale Road, Newlands, 7700  

P O Box 23005, Claremont, 7735 
Tel (021) 674-0209  �   Fax (021) 674-0185 

E-mail: enquiries@pfa.org.za 
Website: www.pfa.org.za 

 

Our ref: PFA/WE/6069/05/VIA 
   

 
 
 
 
  

DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24 OF 1956 (“the Act”) – ABDULLA KHAN (“the complainant”) v 
SOUTH AFRICAN RETIREMENT ANNUITY FUND (“the first respondent”) & 
OLD MUTUAL LIFE ASSURANCE COMPANY (SOUTH AFRICA) LIMITED 
(“the second respondent”)  
 
 
1. Introduction 
 
 
1.1 The complaint concerns the discrepancy between the retirement benefit to 

which the complainant became entitled and the illustrative maturity value. It 
also concerns Old Mutual’s lack of financial advice.  

 
1.2 The complaint was received by this office on 27 October 2005. On 30 

November 2005 letters were dispatched to the respondents giving them until 
21 December 2005 to file their respective responses to the complaint. A 
response was received from the second respondent on 27 September 2006 
and from the first respondent on 12 February 2007. A copy of the responses 
was forwarded to the complainant on 9 and 12 February 2007 respectively. 
A reply was not received from the complainant.  

 
1.3 After reviewing the written submissions it is considered unnecessary to hold 

a hearing in this matter. The determination and reasons therefore appear 
below. 
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2. Factual Background 
 
2.1 On 1 August 1993 the complainant became a member of the first 

respondent. The first respondent is administered by the second respondent 
which is also the investor of its funds. The complainant made a single 
contribution of R75 209.33 which was invested in an Old Mutual policy with 
policy number 8646180 (“the policy”) in the Smoothed Bonus Portfolio. His 
chosen retirement date was 1 August 2003. 

 
2.2 In terms of the policy the balance in the accumulation account, with a 

minimum guaranteed benefit of R119 309.00, would become payable on the 
complainant’s retirement date. In addition the second respondent provided 
the complainant with projected [illustrated] retirement capital values of R232 
635.00 which included vesting bonuses and R303 288.00 which included 
vesting and claim bonuses.    

 
2.3 In a letter of 12 November 2002 the second respondent advised the 

complainant that his illustrative retirement benefit on 1 August 2003 
amounts to R218 060.50 which will secure a monthly annuity of R2 030.00 
or R1 345.00 if he chose to take one-third amounting to R72 686.00 as a 
cash lump sum. 

 
2.4 The complainant retired on 1 August 2003 and was paid a retirement benefit 

of R215 954.89. He elected to take R71 984.96, one-third of the retirement 
proceeds in cash, and to use the R143 969.93 to purchase a monthly 
pension (single life annuity). The complainant is currently receiving a 
monthly pension of R1 155.10. 

 
3. The complaint 
 
3.1 The complainant is dissatisfied that the retirement benefit that was paid to 

him in August 2003 is less than the projected retirement value given to him 
in August 1993 when the second respondent indicated to him that his 
projected retirement value of R303 288.00 would purchase an annual 
pension of R43 274.40 (a monthly pension of ± R3606.20) or if he took one-
third (an amount of R101 096.00) of the projected retirement capital in cash, 
he would receive an annual pension of R28 816.08 (a monthly pension of ± 
R2 401.25). 

 
3.2 The complainant is also dissatisfied with the second respondent’s lack of 

advice and guidance as regards the investment performance (or the lack 
thereof) of the Smoothed Bonus portfolio and possible steps that he could 
have taken to ensure minimal diminution of his retirement value. He states: 

“why could’nt  Old Mutual during @ least 5 yrs down the line (5 yrs prior to 
retirement date) inform or advise me that I should rather change my 
investment portfolio to what ever, that has more stability and growth than the 
current in order to prevent this disaster I was facing. (sic)” 
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4. The response 
 
4.1 The respondents contend that the illustrative values that the complainant 

relied on must be viewed against the particular economic environment that 
prevailed at the time when the values were calculated. They further state, at 
the time of calculating the illustrative values the economic environment was 
characterized by a relatively high inflation environment. Furthermore that the 
inflation rate has been progressively managed downwards with the result 
that nominal returns, measured over the long term, were generally lower 
than the assumptions used when the illustration was done. They also state 
that the illustrative values quoted were not guaranteed but are only provided 
to be used as a tool for financial planning.  

 
4.2 The respondents sate further that the final vesting value (retirement benefit) 

of R215 954.89 exceeded the contractual guaranteed maturity value of 
R119 309.00 with an overall internal rate of return of 11.29% per annum.  

 
5. Determination and reasons therefor 
 
Illustrative value 

 

5.1 On 13 February 2007 the complainant advised my assistant that he is fully 
aware that the illustrative values given to him at the inception of the policy 
were not guaranteed and that he did not expect same as his final retirement 
benefit.  

 
5.2 In the circumstances I shall not determine this part of the complaint. 
 
Investment Advice 

 
5.3 In terms of Section 1 of the Act, any complaint lodged with this office must 

relate to one of three aspects of a pension fund organization (as defined in 
the Act), namely, the administration of the fund, the investment of its funds 
or the interpretation and application of its rules and therefore the 
complainant needs to make one or more of those allegations in his 
complaint. 

 
5.4 The complaint lodged by the complainant does not constitute a “complaint” 

as defined in the Act because it does not relate to a pension fund 
organization but to the conduct of the second respondent. 

 
 
5.5 The second respondent is not a pension fund organization as defined in the 

Act. As such this Tribunal does not have jurisdiction to investigate and 
adjudicate this part of the complaint. The most appropriate forum to 
investigate this part of the complaint, provided they subscribe the jurisdiction 
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of that office, is the Ombudsman for Long-term Insurance. The 
Ombudsman’s contact details appear at the foot of this letter.   

 
6. Relief 

 
 In the result the complaint cannot succeed. 
 
DATED AT CAPE TOWN ON THIS THE  DAY OF      2007 
 
Yours faithfully,  
 
 
 
Mamodupi Mohlala 
Pension Funds Adjudicator  
 


