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

Please quote our ref: PFA/WE/6372/05/CN 
 

 
 
RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”):WM BAIRD v SOUTH AFRICAN 
RETIREMENT ANNUITY FUND & OLD MUTUAL LIFE ASSURANCE 
COMPANY (SA) LIMITED  
 
INTRODUCTION 
 
[1] This complaint concerns the actual maturity value, as compared to a 

previous illustrative value, of a retirement annuity policy issued by an 
insurer to a retirement annuity fund on the life of a member of that fund.  

  
[2] The complaint was received by this office on 1 December 2005 and a 

letter acknowledging receipt thereof sent to you on 12 December 2005. On 
the same date letters were dispatched to the respondents requesting them 
to submit their responses by no later than 3 January 2006.  The initial 
response was received on 13 January 2006. After certain supporting 
documents were furnished to the respondents, a further response was 
received on 21 June 2006.  The response was subsequently forwarded to 
you for a reply, which was received on 7 August 2006. After considering all 
the written submissions before me, I consider it unnecessary to hold a 
hearing in this matter. My determination and the reasons therefor are set 
out below.   

 
THE COMPLAINT 
 
[3] You are not satisfied with the retirement benefit in the amount of R81 

451.61 that became available to you on 1 December 2005, and are 
contending that, when compared with the illustrative maturity value of 
R105 515 that was quoted to you at the inception of your membership of 
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the fund, it is not a true reflection of the value of your share of the fund. 
  
[4] You are further contending that Old Mutual Life Assurance Company (SA) 

Limited (“the insurer”), in its capacity as the administrator of the South 
African Retirement Annuity Fund (“the fund”), has failed in its obligation to 
monitor your investment in your best interests. 

  
THE RESPONSE 
 
[5] In a joint response, the respondents submit that the mere fact that there 

has been a decline in the illustrative maturity values over the period of 
your membership of the fund is not necessarily an indication that 
additional costs were levied against the investment, or that the investment 
does not represent value for money.  They state that your policy was 
invested in the reversionary bonus portfolio, and that when the policy was 
issued, the prevailing economic backdrop was characterized by a 
relatively high inflation environment.  

 
[6] According to the respondents, in illustrating future values, life assurance 

companies use two illustrative growth rates: a traditionally higher value to 
illustrate future values against a higher inflationary backdrop and another 
at an assumed lower growth rate.  They further state that the country’s 
inflation rate has progressively been managed downwards, with the result 
that nominal returns are generally lower, when measured over the long 
term, when compared to the original illustrative assumptions.  

 
[7] The respondents submit that the falling inflation rate compelled the 

insurance industry to adjust the illustrative growth rates downwards so as 
to be in line with the actual experience of the underlying investments. They 
conclude that the benefits of the policy are in line with similar policies that 
are invested in the same underlying investment portfolios and that no 
adjustment in value can be made.  

 
 
DETERMINATION AND REASONS THEREFOR 
 
[8] Since it is impossible for life insurance companies to give accurate 

predictions of the value of future benefits, they employ illustrative growth 
rates as a basis for estimating the value of future benefits. This is 
especially more so in market-linked portfolios like yours.  Thus, two 
illustrative growth rates are normally used: a higher one to illustrate future 
values against a higher inflationary backdrop, and a lower one using a 
lower inflationary environment as a backdrop.  

 
[9] Illustrative maturity values are not guarantees, but are estimates that are 

used to give an indication to the investor what the value of his retirement 
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benefit might be if certain assumptions are met.    
 
[10] Market-linked portfolios are affected by the performance of the underlying 

assets. Thus, in a high inflation environment, the growth rate of the 
underlying assets will be quite high. The converse applies when the 
economic backdrop is characterised by a low inflation environment. In the 
instant case, it appears that when the original illustrative maturity value 
was quoted, the inflation rate was relatively high, and that over the years 
the inflation rate was progressively managed downwards. It follows that 
the illustrative rates used, as well as the illustrative values, would also be 
adjusted downwards.  

 
[11] You have alleged that you lost “approximately 23% of the estimated value 

at maturity”.   However, your assertion cannot be accepted as proof that 
you have actually suffered financial loss as a result of the fluctuations in 
the illustrative values. This is because the illustrative future values, being 
mere estimates, are not guaranteed values that have accrued to a 
member.    

 
[12] In the result, the complaint cannot succeed. 
 
 
SIGNED IN CAPE TOWN ON THIS  DAY OF  2007 
 
 
Yours faithfully 
 
 
………………………………… 
VUYANI NGALWANA  
PENSION FUNDS ADJUDICATOR 
 
 
 
 
 


