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DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24 of 1956 (“the Act”): A Allman (“the complainant”) v Central 
Retirement Annuity Fund (“the first respondent”) and Sanlam Life 
Insurance Limited (“the second respondent”) 
 
1. Introduction 
 
1.1 The complaint concerns the decrease in the illustrative values of the 

retirement benefit provided to the complainant. 
 
1.2 The complaint was received by this office on 17 July 2007. A letter 

acknowledging receipt thereof was sent to the complainant on 27 July 
2007. On the same date letters were dispatched to the respondents, 
giving them until 27 August 2007 to file their responses to the complaint. 
The responses were received on 16 August 2007. The responses were 
forwarded to the complainant on 6 September 2007 requesting a reply by 
20 September 2007. The reply was received on 17 September 2007. 

 
1.3 After reviewing the written submissions before me, it is considered 

unnecessary to hold a hearing in this matter. The determination and 
reasons therefor appear below.   
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2. Complaint 
 
2.1 The complainant states that she has contributed to the first respondent 

since 1 March 1984 at the rate of R97.00 per month. The elected maturity 
date is 1 March 2010. She is dissatisfied that the illustrative values 
provided to her by the respondents over a period have shown a steady 
decline in the maturity value, as follows: 

 
        Date           Illustrative value  
   

“1 March 1984  R265 185.00 
   27 April 1999  R231 083.00 
   27 January 2004 R166 511.00 
   15 June 2007  R165 746.00” 

 
2.2 The complainant states that she cannot understand why the value has 

depreciated to the extent of about R100 000.00 from the inception of the 
policy, especially in view of the good economic growth in South Africa.   

 
3. Response 
 
Technical points 
 
3.1 The respondents have raised two technical points in response to the 

complaint, and have also dealt with the merits.  The first technical point is 
that this is not a “complaint” as defined in the Act as it is not about the 
execution of duties by the Fund (or administrator) but is in effect about 
the execution of duties by the insurer under the policy, which constitutes 
long-term insurance business as defined in, and regulated under, the 
Long-Term Insurance Act.  

 
3.2 The second technical point is that because this complaint is not about 

maladministration of the fund by the fund (or the administrator) it is not a 
“complaint” as defined in the Act. 

 
Merits 
 
3.3 The first respondent states that neither it nor the administrator, being the 

second respondent, makes deductions from the fund contributions, which 
are thus fully applied as contributions in the fund. 

 
3.4 It states that it is customary for insurers to provide illustrative values of 

what the benefit would amount to at the end of the contractual period. It 
enables the member in his financial planning. The first respondent states 
that predicting the future is an imprecise science, and the forecast of 
inflation and interest rates impact on actuarial rules and policies.  It avers 
that illustrative values are based on various provisos and assumptions 
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and do not constitute contractual promises. The respondents state that 
these values are not guaranteed, as set out in the policy documents.  

   
3.5 The second respondent states that the complainant is invested in its 

Reversionary Bonus Series, in terms of which the investment grows 
annually by means of reversionary bonuses (vesting bonuses) and claim 
bonuses (non-vesting bonuses). The non-vesting bonus, declared for a 
particular year, is only paid out in the event of a claim during the year. 
These bonuses may reduce over the years and do not form a permanent 
part of the benefits. It is held by the second respondent that the actual 
maturity value is the total of the sum insured, the already declared vested 
reversionary bonuses and the latest declared non-vesting claim bonuses 
on the maturity date.    

 
3.6 The second respondent concludes that it is satisfied that it acted 

appropriately according to its rules and the provisions of the Insurance 
Act, 1943. 

 
4. Determination and reasons therefor 
 
Technical points 
 
4.1 There is no merit in the technical points raised by the respondents. 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 
Schwartz v Central Retirement Annuity Fund and Another [2005] 5 BPLR 
43 (PFA) at paragraphs [12] to [28] and authorities referred to therein and 
Louw v Central Retirement Annuity Fund and Another [2005] 7 BPLR 363 
(PFA) at paragraphs [17] to [36] I cannot uphold the contention that this 
matter constitutes “long-term insurance business” over which I have no 
jurisdiction.   

 
4.2 Furthermore, Davis J (in whose judgment Le Grange AJ concurred) in 

Central Retirement Annuity Fund v Adjudicator of Pension Funds and 
Others [2005] 8 BPLR 655 (C) at 660C - 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 and Sanlam Life. It should be accountable to its members and 
hence be subject to the discipline of the Act’s complaint mechanism.” 
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4.3 In so far as the complaint implicitly relates to the administration of the 
fund and/or the investment of its funds and it is implicit therein that the 
complainant alleges prejudice (in that the maturity value appears to be on 
the decline) in consequence of the perceived maladministration of the 
fund, her grievance constitutes a complaint as defined. (See Louw (cited 
above) at paragraphs [11] to [15]). 

 
 4.4 Both technical points are therefore dismissed.  
 
Merits 
 
 4.5 Even if the complainant could show that a particular illustrative value had 

been given to her, these values are estimates only, based on current 
projections of future events. They are therefore not binding on the fund. 
Once she decided to invest in a market-related portfolio, she carried the 
investment risk. I am satisfied that she was subject to the market 
fluctuations of the portfolio in which she was invested during the period of 
her membership, and that any illustrative value that may have been 
provided to her was not guaranteed, depending instead on actual growth 
rates, annuity rates, and inflation rates. Under “provisos and assumptions” 
in the policy document it is clearly stated that the fund value will be 
determined by actual bonus rates, is based on assumptions, and that the 
illustrative values are not guaranteed. 

 
4.6 Furthermore, although the complainant is aggrieved about the decrease 

in the illustrated values, which are being provided to her, she has not 
suggested that the board was/is negligent in the investment decisions 
taken, or that there was/is a failure to adopt specified investment 
strategies.  

 
4.7 In effect the complainant is seeking a declarator from this office. She has 

not yet suffered any loss or prejudice, as she has not received any 
benefit and the respondents have not effected any reduction to her fund 
value. It would therefore in any event be premature to issue an order in 
this matter.       

 
5. Relief 
   
5.1 The complaint is dismissed.  
 
Dated at Cape Town on this the               day of                                  2008.  
 
Yours faithfully 
 
 

Mamodupi Mohlala 
Pension Funds Adjudicator 


