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

     Our reference:PFA/WE/5349/2005/CN(SG) 
 

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

FUNDS ACT, 24 OF 1956 (“the Act”): S Van As v South African 
Retirement Annuity Fund / Old Mutual Life Assurance Company 
(South Africa) Limited 

 
Introduction 
 

1. This matter concerns the illustrative values of a benefit.  
 
2. The complaint was received by this office on 13 September 2005 and a 

letter acknowledging receipt thereof was sent to you on 14 September 
2005. The response to the complaint, which was forwarded to you, was 
received by this office on 6 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 are the member of South African Retirement Annuity Fund (“the 
fund”) since 1 February 1983. The fund purchased a policy (Policy No. 
4158672) on your behalf from Old Mutual Life Assurance Company (SA) 
Limited (“the insurer”). Your chosen retirement date was 1 February 1997. 
The amount of your initial contribution is not apparent from the papers 
before me, nevertheless, with effect from 1 April 1997 you increased the 
monthly contributions to R426,25. 

 
4. In 1996, the fund provided you with the following illustrative values: 

 
 “a: Assuming an average annual rate of return of 14%:  R237 536,35 

  b: Assuming an average annual rate of return of 11% : R186 784,49”  
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5. In February 1998, after you increased the monthly contributions to 

R426,25, the fund provided you with the following illustrative value: 
 

“a: Assuming an average annual rate of return of 12% : R206 528,50 
 b: Assuming an average annual rate of return of 9%    :  R171 017,32” 
  

The complaint 
 
6. You are not satisfied with the projected value of your policy and state that 

over the years the illustrative values have dropped markedly 
notwithstanding the increase in monthly contributions.  

 
The response 
 

7. The fund submits that the illustrative values are by no means the exact 
maturity value of your investment. It is submitted that they are used to 
assist with the process of financial planning. The fund submits that it is 
bound by law to utilize one-third of your pension to purchase a compulsory 
annuity on your behalf upon you reaching your retirement age. It further 
submits that to enable the insurer to approximate the value of the annuity 
that the fund will purchase the insurer uses the illustrative values as 
estimates. The fund submits that the illustrative future values are basically 
the result of simply computing the underlying asset value of the policy with 
the assumed growth rates (including the effect of future investment 
amount) to the vesting date of the policy. It further submits that this 
exercise entails using two different assumed growth rates which are 
determined by Life Offices Association and are of uniform application to all 
the Life Offices. However, it is contended, these assumptions change from 
time to time and this is attributable to a variety of factors (including the role 
of inflation). 

 
8. The fund contends that during 1996, the Life Offices illustrated future 

values assuming growth rates of 14% and 11%. It further contends that 
the underlying asset value of the policy at the time was R49 560,13. 
Assuming these rates, the fund contends, the illustrated future values 
were R237 536,35 and R186 784,49, respectively. The fund contends that 
in 1998 the growth rates were adjusted downwards taking into 
consideration that a lower inflation rate would be achieved. The rates were 
adjusted to 12% and 9%, respectively. The fund avers that at that time 
your underlying asset value was R61 280,84. Assuming these rates, the 
fund avers, the illustrated future values were R206 528,50 and R171 
017,32  respectively.  

 
 
Determination and reasons therefor 
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9. 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.  

 
10. 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 
and in this exercise certain assumptions are being made. For illustrative 
purposes the insurer assumes two growth rates (higher and the lower 
rates). These growth rates are based on the assumptions of unknown 
factors such as the future market conditions, the performance of the local 
currency as oppose to the foreign currency, the current and projected 
inflation rates. In the present matter the illustrative values you were 
provided in the years 1996 and 1998 differ markedly because the 
assumed growth rate in 1998 was adjusted downwards. 

 
11. 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 or 
the fund 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. 

 
12. Therefore, the complaint cannot succeed.  

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


