
  
 
 
 

HEAD OFFICE
Johannesburg

1st Floor, Norfolk House
Cnr 5th Street & Norwich Close

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

 

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

 
   Please quote our ref: PFA/KZN/2992/2005/SG(CN) 
 
 
 
RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT 24 OF 1956 (“the Act”): PL BOOTH v SOUTH AFRICAN 
RETIREMENT ANNUITY FUND & OLD MUTUAL LIFE ASSURANCE 
COMPANY (SA) LTD 

 
Introduction 
 
[1] This matter concerns the fluctuations in the illustrative maturity values of a 

retirement annuity policy purchased by a retirement annuity fund for the 
purpose of funding its liability to pay a retirement benefit to its member.   

 
[2] The reformulated complaint was received by this office on 23 June 2005, 

and a letter acknowledging receipt thereof sent to you on 30 June 2005. 
On the same date a letter was dispatched to the respondents requesting 
them to submit a response by 21 July 2005.  The initial response dated 21 
July 2005 was received on 21 July 2005.  After certain documents had 
been furnished to the respondents, a second response was submitted on 
31 July 2005.   

 
[3] A letter addressed to you, responding to the issues raised in your 

complaint, dated 15 February 2005, was attached to the second response.  
Your reply was received on 12 August 2005.  After considering all the 
written submissions, I consider it unnecessary to hold a hearing in this 
matter. My determination and the reasons therefor appear below.  

  

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 
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The complaint  
 
[4] You are aggrieved by the apparent fluctuations in the illustrative maturity 

values as reflected in the benefit statements that are being issued to you 
by Old Mutual Life Assurance Company (SA) Limited (“the insurer”) in its 
capacity as the administrator of the South African Retirement Annuity 
Fund (“the fund”) which you became a member of on 1 June 1986.   

 
[5] Your contention is that the previous information that was given to you, a 

letter dated 8 August 2001 (reflecting the illustrative maturity value as at 
that date) as well as an advertisement in a newspaper showing the returns 
achieved by a hypothetical retirement annuity policy which was taken out 
around the same time as yours, but had matured in August 2005, is 
misleading. 

   
Responses 
Technical point  
 
[6] In a joint response dated 21 July 2005, the respondents state that as your 

grievance pertains to varying illustrative benefits in respect of a policy, 
they are of the prima facie view that the grievance concerns insurance 
business and is thus not “a complaint” in terms of the Act.  Thus, they 
contend, I do not have the jurisdiction to investigate and adjudicate upon 
it.  

 
The merits  
 
[7] The merits are dealt with in a response dated 31 July 2005, wherein it is 

stated that there are fundamental differences between the conclusions you 
are drawing about your retirement annuity and those illustrated in the 
advertisement.  According to the respondents, the main difference is that 
the retirement annuities referred to in the advertisement had already 
matured and had thus already earned actual returns, while the retirement 
date in terms of your policy will only be reached in June 2007. The 
respondents further submit that the average contribution in the cases 
referred to in the advertisement is R200 per month without any deviation 
or interruption in contributions, while on your policy it is R74 per month, 
which will have increased to an average of R77 by the time your 
contractual retirement date arrives.   
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[8] On the issue of the fluctuating values, the respondents state that the 
investment rate of return if policy costs are taken into account on your 
policy is 10.9% per annum compounded on a monthly contribution basis 
from 1 June 1986 to 1 February 2006.  They go on to state that the 
inflation rate over the same period has been 6.7%, which means that your 
policy has given you a real return of 4.2% in excess of the inflation rate 
over the term.   

 
[9] The respondents explain that illustrative values are an industry standard 

that is used to give an indication of the possible end values if the 
illustrative growth rates are achieved. They further explain that the inflation 
and growth rates have been declining over the last decade, which has 
necessitated a downwards adjustment of illustrative growth rates.  
According to them, the apparent lack of growth on your investment is due 
to the fact that your chosen investment portfolio is an equity-driven 
balanced portfolio, which is heavily influenced by the state of the market at 
entry and exit, and the performance of its underlying assets during the 
term.   

 
Determination and reasons therefor 
Technical point  
 
[10] There is no merit in the technical point raised by the fund. The crux of this 

complaint does not constitute long-term insurance business, but actually 
relates to a retirement annuity fund, which is a pension fund organization 
as defined in the Act.  For the reasons more fully set out in Louw v Central 
Retirement Annuity Fund and Another [2005] 5 BPLR 622 (PFA) at 
paragraphs [17] to [36] and the authorities referred to therein, I cannot 
uphold the contention that this matter constitutes “long-term insurance 
business” over which I have no jurisdiction.   

 
 
[11] Furthermore, Davis J (in whose judgment Le Grange AJ concurred) in 

Central Retirement Annuity Fund v Adjudicator of Pension Funds & 
Another, [2005] 8 BPLR 655 (C), (“the de Beer judgment”), at 660D-E 
confirmed the jurisdiction of this office and stated:  

 
“The Rules of the Fund set out its essential purpose as being to provide benefits 
to members upon retirement.  The fact that applicant may be exempt in terms of 
the applicable law from audit cannot exempt it from playing a role in the fulfillment 
of its purpose.  In any event, applicant is a pension fund organization and has 
separate legal personality in terms of s51(a) [sic] of the Act. It cannot simply be 
treated as an illusionary ‘go between’ the members such as second respondent 
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and Sanlam Life. It should be accountable to its members and hence be subject 
to the discipline of the Act’s complaint mechanism.” 
 

[12] The technical point is therefore dismissed.  
 
The merits  
 
[13] The contents of the letter dated 8 August 2001 from the insurer are quite 

relevant to the current complaint, and it is stated as follows therein:  
 

“The illustrative values as at August 8, 2001 on the above policy/ies are as follows:  

 

Policy 
number 

Fund 
value 

Surrender 
value 

Death 
value  

Illustrative 
maturity 
value (12%) 

Illustrative 
maturity 
value (6%) 

Available 
loan 
value 

Loan 
debt 

4977508 R25,325.06 N/A R27.258.41 R62,568.82@ 
01.06.2007 

R46,767.82 R0.00 R0.00

 

• Illustrative values are not guaranteed and do not indicate, nor predict future 
investment performance for any specific investment portfolio.  

• To conform to current industry practice, ILLUSTRATIVE FUTURE VALUES 
based on two assumed growth rates are provided in this illustration. The purpose 
of applying two assumed growth rates is to show how sensitive your policy values 
are to differences in investment returns. 

• The illustrative growth included in the values shown in this illustration is 
calculated on the premiums after deducting policy charges. 

• The illustrative death and maturity values should be measured against the buying 
power of money at the time that the policy pays out.  The real value of the benefit 
paid at that time is the actual growth in excess of inflation…” 

  
[14] It is also stated that favourable or adverse market conditions, non-

payment of remaining contributions and changes that are made to the 
policy could significantly affect the illustrated values.   

 
[15] As correctly pointed out by the respondents, illustrative values are not 

guarantees, but are used for the purpose of giving the investor an idea of 
what the likely values can be at retirement, provided that certain 
assumptions are met.  In market-linked portfolios like yours, it is 
impossible for the insurer to predict how the markets will perform, hence 
the use of two assumed growth rates.   
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[16] You have neither alleged nor proved that you have suffered any prejudice 
as a result of the fluctuations in the illustrative values.  In any event, since 
your selected retirement date has not arrived yet, no benefit has accrued 
to you. Thus, at this stage, you cannot be prejudiced by the said 
fluctuations.   

 
[17] In the result, this complaint cannot succeed.    
 
SIGNED IN CAPE TOWN ON THIS  DAY OF  2006 
 
Yours faithfully, 

 
 
………………………………… 
VUYANI NGALWANA  
PENSION FUNDS ADJUDICATOR  
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