
IN THE TRIBUNAL OF THE PENSION FUNDS ADJUDICATOR 
 

CASE NO: PFA/GA/3212/01/LS 

In the complaint between:        

 

Alan P Gordine Complainant 
 

and  

 

Momentum Group Limited  
t/a Momentum Actuaries & Consultants First Respondent 
Stag Bulk Equipment Pension Fund Second Respondent 
  
 
 

DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS ACT OF 
1956  

 
 

[1] This complaint, as I understand it, concerns the investment of the second 

respondent’s funds by reason of which the complainant contends he received less 

than even moderate return. It raises the issue of the projection of pension fund 

investment returns by administrators and the reliability of that practice. It also 

raises the issue of the trustees’ role in the investment of pension fund monies and 

their duties to members in that regard. 

 

The parties 
 
[2] The complainant is Alan P Gordine, an adult male of 30 Hengilcon Avenue, 

Blairgowrie. 
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[3] The first respondent is Momentum Actuaries and Consultants, a division of 

Momentum Group Limited, with its place of business at 4 Merchant Place, 

Fredman Drive, Sandton. 

 

[4] The second respondent is Stag Bulk Equipment Pension Fund, a pension fund 

duly registered under the Pension Funds Act, 24 of 1956. It has been represented 

throughout these proceedings by its agent and administrator, Momentum. 

 

[5] In his complaint the complainant cited, as first respondent, Momentum Employee 

Benefits (Pty) Ltd and, as second respondent, Stag Bulk Equipment (Pty) Ltd. 

While it is not clear whether the entity cited by the complainant as first respondent 

exists as a legal entity, Momentum did not take issue either in written submissions 

or at the hearing of the matter on 30 June 2004, as regards the correct citation of 

the first respondent. So there I shall leave that issue. As regards Stag Bulk 

Equipment (Pty) Ltd, the complainant’s former employer, no submissions by it 

have been made and, in any event, it has no direct and substantial interest in the 

issue that has to be decided in this matter. 

 

The facts 
 

[6] The complainant commenced employment with Stag Bulk equipment (Pty) Ltd 

(“the employer”) on 1 April 1990 and became a member of the second 

respondent, Stag Bulk Pension Fund (“the pension fund”) on 1 January 1991. He 

retired on 1 November 2001 and was paid a retirement benefit of R203,998.31 in 

December 2001. The pension fund was, before it was taken over by Momentum, 

administered by Southern Life Assurance Company Limited. 
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[7] On 30 January 1999, the complainant requested from Southern Life “the updated 

amount of my member’s full equi-share and if possible, the projected monthly 

pension after a one third cash commutation, assuming retirement at 65”. He said 

in that letter that he needed these details “rather urgently in order to complete my 

retirement planning plan”.  

 

[8] A response came from Southern Life by way of a letter dated 4 February 1999 in 

which the complainant’s share of the fund as at 1 November 2001 (the 

complainant’s retirement date) is stated as being R218,644.00, the one third cash 

commutation as R72,881.40, and the monthly pension guaranteed for five years 

as R2,167.50. This information came with a caveat that those are projected 

figures and are only valid for one day. 

 

[9] This letter came just three days after the benefit statement as at 1 January 1998 

dated 1 February 1999 in which the complainant’s share of the fund is given as 

R230,916.25, his monthly pension as R2,975.89 or (in the event of him choosing 

to take the maximum lump sum of R76,972.08) R1,983.93. One of the notes that 

appear at the bottom of this benefit statement reads: 

 
“The retirement figures have been calculated on the assumption that an interest rate of 

13.00% per year is used.” 

 

[10] The next benefit statement as at 1 January 2000 dated 6 June 2000 came from 

Momentum Employee Benefits. It put the complainant’s share of the fund at 

R225,484.99, his monthly pension at R2,905.90 or (in the event of him electing to 

take a maximum lump sum of R75,161.66) a monthly pension of R1,937.26. This 
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benefit statement also had a caveat to the effect that the retirement figures have 

been calculated on the assumption that an interest rate of 13% per year is used. 

 

[11] Some two years after receiving the letter dated 4 February 1999 from Southern 

Life quoting his share of the fund as at 1 November 2001 as R218,644.00, the 

complainant approached Alexander Forbes Financial Services to investigate “my 

pension, investments and insurances”, as he was then fast approaching his 

retirement date of 1 November 2001. An email dated 10 April 2001 from an 

Ebrahim Coovadia to Marilyn Steers of Alexander Forbes quoted the 

complainant’s equi-share as at 31 October 2001 as R198,418.14. It then quickly 

pointed out that that figure was for quotation purposes only and that it was valid 

for one day. On 21 May 2001 Ms Steers queried the value of R198,418.14 on the 

complainant’s behalf in these terms: 

 
“[The complainant] was not happy with the figure that you quoted as his benefit statement as 

at 01.01.2000 showed an estimated value of R225,484.99. The value of R198,418.14 is 

12% lower. 

 

Please could you have your calculation rechecked…” 

 

[12] The answer came on 7 June 2001 from Mr Coovadia of Momentum. It said: 

 
“Please note that the R225,484.99 is an estimated value. This value takes into account a 

projected interest rate of 13%. 

 

Presently the real value at normal retirement amounts to R198,418.14 (reason being that the 

fund did not perform as expected).” 
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[13] On 25 May 2001 the complainant lodged a complaint with the employer 

bemoaning both the conduct of the trustees of the fund and the investment returns 

of the fund in these terms: 

 
“The last “statement of benefit” from Momentum, which contained pension planning 

information for the Stag Bulk Pension Fund, was dated 01/01/2000 and was already six 

months out of date by the time is was issued to me on 07/06/2000. I naturally assumed that 

it was reasonably accurate, being that it was so close to my pensionable age of 65. 

 

I have only now learnt that the equitable portion of the fund available for my pension has 

fallen since January 2000 by a massive R27,067.00 thus reducing an already meagre sum 

to a paltry level. 

 

Although I have instructed my pension consultants, Alexander Forbes, to investigate the 

reason for such a huge discrepancy, this does not alter the fact that I hold the Trustees and 

Administrators of the Stag Bulk Pension Fund responsible for fiducial (sic) negligence by 

reason of failing to provide suitably reliable statements and on time, or conducting adequate 

reviews of fund performance.” 

 

[14] On 25 June 2001 he lodged a complaint with Moment Employee Benefits in a 

letter marked for attention of Ebrahim Coovadia. It read: 

 
“Dear Mr Coovadia 

 

In terms of the above, I request Momentum’s answers to the following points arising from 

your email addressed to Marilyn Steers of Alexander Forbes, a copy of which has been 

forwarded to me. I found the information offered to be far from satisfactory. 

 

1. I calculate, that based upon actual contributions to date plus those to be paid up to 

01/11/2001, my total contributions to the Stag Pension Fund will have amounted to 

R129,766.58 or the equivalent of 65.4% of the R198,418.14 “real value” where 
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R68,651.56 (34.6%) is actual return on investment over the full term of 10 years and 10 

months. 

 

Please supply me with historical investment details (including costs and commissions) 

justifying how and why the “real value” only reaches the sum or R198,418.14.  

 

2. Please show details of what specific measures were taken by Momentum/Southern 

throughout its period of fund management to act in my best interests in ensuring that 

investments were treated with due care, diligence and impartiality. 

 

3. Why was I not informed of Momentum’s dramatic reduction in members’ forecast 

interest rates on capital in and contributions to the Guaranteed Fund?  

 

Your urgent attention to the foregoing is requested in order not to delay my pension 

arrangements. In this respect, I have to draw your attention to the fact that my initial written 

complaint relating to the above was handed to my employer on 23/05/2001 and I am told 

that it was passed to your Agent, SAPLA that same day. 

 

Since there has been no response, the prescribed 30-day period in which to respond has 

already lapsed.” 

 

[15] By 26 July 2001 there had been no response from either the employer or 

Momentum. The complainant then lodged this complaint on that date in terms of 

section 30A(3) of the Pension Funds Act. 

 

[16] The gravamen of the complainant’s complaint appears in paragraph 6 thereof. He 

makes the following submissions: 

 
“There are many ways and examples which could be applied to assessing the performance 

of the Stag Bulk Equipment Pension Fund, but the complainant is of the opinion that the 

following is perhaps one of the most relevant within the context of this complaint: 
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The net return on investment, based upon actual contributions to the Stag Bulk Equipment 

Pension Fund to date, plus those due up to retirement date of 01/11/2001 when set against 

the now offered R198,418.14, represents a gross yield of 41.6% since inception on 

01/01/1991. (A performance comfortably exceeded by most AA Prudential Funds over the 

past 5 years!)  

 

Putting this into a proper long term perspective, offering R198,418.14 is the same as earning 

9.27% p.a interest on the average monthly contribution over the full term of 130 months 

whilst headline inflation runs simultaneously at a year on year average of 8.45%. After an 

investment span of almost 11 years, this is equal to a yield of only 0.82% per annum in real 
terms. 

 

The retirement fund industry average return over the past 10 years has been 16.9%, the top 

five companies reaching 19.32%, thus providing an average yield in real terms of between 

8.45% and 10.87% after deducting the effect of inflation. 

 

Put simply, these companies achieved between ten and thirteen times more than the 
yield offered in real terms by the respondent. 
 

None of the balanced retirement funds achieved less than a 14.8% average return over the 

past 10 years, which gives some indication as to the level of investment competence applied 

to the Stag Bulk Equipment Pension Fund.  

 

The complainant is of the opinion that due to the very nature of pension fund investments, 

balanced long term comparisons should take precedence over more volatile short term 

results when making overall performance assessments.  

 

It should also not be overlooked that the 10 year performance rated companies have had to 

weather the same prevailing market conditions and have had the same S.A. equities and 

bonds to pick from. 

 



 Page 8

[Momentum] is no exception, therefore if the short-term performance has dragged down the 

long term; the first respondent is fully accountable for not having read the Markets 

accurately or reacted as efficiently as its peer group. This bags the question as to what 

efforts were made to outsource the necessary expertise, where this was found to be 

lacking.” 

 

[17] By way of remedy the complainant seeks compensation in an amount 

“commensurate with a fair evaluation as to the extent by which the complainant’s 

pension fund investment has been compromised through maladministration 

and/or acts of bad faith, using published long term retirement fund industry 

statistics as the basis for calculation”. He also wants the employer to be held 

responsible “for proving that all payments due on the complainant’s behalf have 

been paid into the fund and interest where legally applicable” as well as 

appropriate steps to be taken against any person who has failed in his or her 

fiduciary duties. The employer had subsequently made good on arrear 

contributions in June 2000. 

 

The hearing 

 

[18] On 8 June 2004, with a view to defining the issues on which I wished the parties 

to address me, I sent a letter to both the complainant and Momentum asking them 

to address me on the following issues: 

 
“5.1 The benefit statement “as at 1998/01/01” dated 1 February 1999 shows the 

complainant’s estimated share of the fund at retirement date as being R230,916.25 ; 

the monthly pension at retirement date is estimated as R2,975.89; the maximum 

lump sum is estimated as R76,972.08 and a monthly pension (in the event of him 

electing the maximum lump sum) as R1,983.93. These retirement figures are said to 

be based on the assumption “that an interest rate of 13.00% per year is used”.  
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What does this mean precisely? 

What factors were (a) considered favourably and (b) considered unfavourably (or 

rejected) in arriving at 13.00% as a bench mark? 

 

5.2 In a response to the complainant’s enquiry on 30 January 1999 as regards his full 

equi-share with a stated purpose of completing his “retirement planning plan”, the 

complainant’s share of the fund at retirement date is put at R218,644.00. This 

response came three days after the 1998 benefit statement which estimated the 

complainant’s share of the fund at retirement to be R230,916.25. 

 

How was this figure of R218,644.00 calculated? 

Was it also based on the assumption of a 13% interest rate being used? 

What factors were considered in using whatever percentage interest rate was used? 

Was there any specific reason why the complainant was not informed in the 

response about the percentage interest rate assumption that was used, or was this 

merely an oversight? 

 

5.3 The benefit statement “as at 2000/01/01” dated 6 June 2000 shows the 

complainant’s estimated share of the fund at retirement date as being R225,484.99; 

monthly pension (R2,905.90); maximum lump sum (R75,161.66) and monthly 

pension in the event of the complainant electing the maximum lump sum 

(R1,937.26). Again these figures are said to have been calculated “on the 

assumption that an interest rate of 13.00% per year is used”. 

What does this mean precisely? 

What factors were (a) considered favourably and (b) considered unfavourably in 

arriving at 13% as an appropriate bench mark? 

5.4 In its comprehensive response to the complaint, Momentum says in paragraph 5 of 

its letter that the estimated amount of the complainant’s share of the fund at 
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retirement as reflected in the benefit statement “as at 1 January 1998” was based 

on the assumption that the complainant would receive an annual salary increase of 

11.5% until retirement date. 

(i) Is there any specific reason why this assumption is not recorded in the 

benefit statement? 

(ii) Had the complainant ever received an 11.5% annual salary increase during 

his membership of the fund? 

(iii) If not, what factors were taken into account in deciding on the 11.5% annual 

salary increase assumption? 

5.5 In its response, Momentum says the fund achieved the following investment returns: 

(i) 5% for the periods 1 January 2000 to 30 June 2000 (6 months) 

(ii) 3.5% for the period 1 July 2000 to 31 March 2001 (9 months) 

(iii) 5.4% for the period of 1 April 2001 to 1 November 2001 (8 months) 

(a) does the fund dispute the averments made by the complainant at paragraph 6 of 

his complaint of 6 July 2001 regarding investment performances? 

(b) the fund is requested to show (in much the same way it has in respect of the 

periods 1 January 2000 to 1 November 2001) what its investment returns have 

been (in six monthly intervals) between 1 January 1999 and 31 December 1999. 

5.6 The complainant is required to address me on the following issues: 

5.6.1 has he ever received an 11.5% annual salary increase since joining the 

fund? 

5.6.2 did he reasonable believe that the 13% interest rate return on which the 

fund based his retirement figures were achievable?” 
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[19] At the hearing held on 30 June 2004 Mrs Bekker, who appeared together with 

Mrs Joubert (legal advisor EB), for Momentum said that the 13 % investment 

return assumption was “placed into the system in 1992”. I asked her how the 13% 

investment return was decided upon as a bench mark to which she replied that 

the investment performance of the past five to ten years was taken into account 

and then averaged out. She said the guaranteed fund, which the second 

respondent was, was earning between 15 and 22% at that stage. 

 

[20] In response to paragraph 5.2 of my letter Mrs Bekker was at pains to distinguish 

between a benefit statement, on the one hand, and a specific quote following a 

request on the other. She said the benefit statement shows projected figures while 

a quote (such as that made on 10 April 2001 by Mr Coovadia and showing the 

complainant’s share as at 31 October 2001 as R198,418.14) shows actual 

calculation. She was, however, unable to show how the figure of R198,418.14 

was calculated. I asked her to revert to me with those calculations by Friday, 16 

July 2004. She agreed, but reverted with a document showing not the manner in 

which the R198,418.14 was calculated but a schedule showing the complainant’s 

contribution history and his “share of fund history”. Hardly what was promised.  

 

[21] Mrs Bekker said that at the time that the complainant was given a quote of 

R198,418.14 the fund’s investment return performance stood at 9% per annum. I 

asked her whether the complainant was informed about this and the answer was, 

at best, startling. She said it is not industry standard or practice to tell a client how 

his quote was calculated unless he asks. It is also, she said, not industry practice 

to tell a client what percentage interest was used to calculate his quote. When I 
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asked her why they continued to use the 13% projection when they knew that the 

fund’s investment return was 9%, she responded by saying that Momentum does 

not project benefits any more since October 2003. She said this was done 

because it was felt that the projection is not a true reflection of what the actual 

benefit might be.  

 

[22] As regards the annual salary increase assumption of 11.5% (in response to 

paragraph 5.4 of my letter) the complainant said that his average salary increase 

since joining the fund was 5.5%. Mrs Bekker did not dispute this. In answer to the 

question why this annual salary increase assumption is not recorded or reflected 

in the benefit statement, she simply said that salary increase projections have 

never been reflected in the benefit statements and that she doesn’t know why. 

She could not shed any light as regards the factors that were taken into account in 

deciding on the 11.5% annual salary increase assumption either. So, it remains a 

mystery how that specific figure was arrived at as an assumption, especially in 

light of the fact that Mr Gordine has never received a salary increase of anything 

near 11.5%. 

 

[23] As regards paragraph 5.5 of my letter, Mrs Bekker said she does not dispute the 

arguments advanced by the complainant at paragraph 6 of his complaint 

regarding investment performances of the second respondent, on the one hand, 

and the other guaranteed funds on the other. Her argument instead was that the 

complainant has not lost any benefit in terms of the rules of the fund and that 

Momentum cannot compensate him for non-performance of investments made by 

Momentum. She also argued that the complainant cannot be compensated 

financially for lack of access to information.  
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Determination and reason therefor 
 
[24] In my view, the point is not so much whether the complainant may or may not be 

financially compensated for lack of access to information in respect of the 

investments of his funds; it is rather whether the trustees of the fund, nomine 

officio, in pursuing their object (namely, to direct, control and oversee the 

operations of the fund in accordance with applicable laws) took all reasonable 

steps to ensure that the interests of members in terms of the rules of the fund and 

the provisions of the Act are protected at all times, and acted with due care, 

diligence and good faith. In pursuing their objects the trustees are required by 

section 7D of the Act to ensure that adequate and appropriate information is 

communicated to members informing them of their rights, benefits and duties in 

terms of the rules of the fund and to obtain expert advice on matters where they 

may lack sufficient expertise.  

 

[25] Now, the rule dealing with retirement benefits (A3.2) provides that a member who 

has reached retirement age shall be paid the monthly pension specified in the 

schedule. The schedule promises a monthly pension purchased with the 

member’s equitable share and equitable share is defined in the rules as the 

portion of the scheme’s assets which has been allocated to a member as 

described in section B of the rules. Rule B1.7 in section B of the rules deals with 

the calculation of equitable shares.  

 

[26] The trustees, in failing to monitor the fund’s investment returns, have woefully 

failed to act with due care and diligence required of them by section 7C of the Act. 

They have also failed to communicate adequate and appropriate information to 

the complainant in relation to how his contributions were invested, why there was 
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a continued investment return assumption of 13% when the actual return of the 

fund was known to be 9%, and why an annual salary increase assumption of 

11.5% was used to calculate the complainant’s equitable share when his average 

annual salary increase during his membership of the fund was only 5.5%. These 

lapses demonstrate in my view the trustees’ breach of their duties under section 

7D of the Act and their careless and nonchalant attitude towards the investment of 

the pension fund pelf. They appear to have left all investment decisions to the 

administrator (first Southern Life and later Momentum). Section 7D(e), in requiring 

the trustees to obtain expert advice on matters where they lack sufficient 

expertise, does not mean that trustees should abdicate their duty or pass the buck 

to the persons they have contracted to invest pension fund monies.  

 

[27] However, in determining the issues that arise in this matter, one must understand 

the nature of defined contribution funds. In a defined contribution fund, providing 

projected pensions on retirement to members and serves no useful purpose. The 

benefit to which a member becomes entitled on withdrawal is wholly dependent 

on the performance of the fund’s investments. Given the volatility of the markets, 

predicting the performance of a particular investment over a short period of time 

with any certainty is simply not possible and therefore is of little value to members. 

Even past or current market trends are not necessarily an indicator of how the 

market will perform in the future. The situation is different in the case of a defined 

benefit fund where the benefit is defined in the rules and where the variables such 

as pensionable salary used to calculate retirement benefits are more predictable.  
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[28] To my mind, defined contribution members would be better served if projected 

values were omitted from benefit statements to avoid creating expectations which 

may not materialize. In this regard, the discontinuation of that practice by 

Momentum in October 2003 is to be welcome. 

 

[29] As regards the administrator’s liability, I am persuaded by the following 

submission contained in the letter dated 13 February 2003 in response to the 

complaint: 

 
“It is common cause that the investment markets were very volatile during the period [that is, 

1991 to 2001] and it was virtually impossible to accurately predict what would be happening 

in the short term. Due to the fact that retirement fund investments are generally assessed on 

their longer term, which would apply to most members of a fund, it is not always appropriate 

to adjust underlying assumptions as soon as there is a drop in the market as markets often 

recover quite quickly. It is also clear that although the underlying assumptions that were 

used for benefit statement purposes, which are standardised and sent to all members were 

higher than the actual figures, every member specific quotation given was calculated with 

reference to the actual contributions and actual investment experience, and despite the fact 

that these quotations still required that certain assumptions were made, the values quoted 

based on their assumptions were in fact aligned with the benefit amount which was finally 

paid out and Mr Gordine cannot claim to have suffered a loss when assessing his value 

against these quotations.” 

 

[30] In any event, if I am wrong on the liability of the administrator, I have no 

jurisdiction over insurance companies such as Momentum that administer the 

business of pension funds and are charged with the investment of pension fund 

monies. That is the Long Term Insurance Ombudsman’s turf. 

 

[31] In the result, the complaint is dismissed. 
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 DATED at Cape Town this 29th day of July 2004. 

 

 

 

 

_________________________________ 

Vuyani Ngalwana 
Pension Funds Adjudicator 
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