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

FUNDS ACT, 24 OF 1956 (“the Act”) – NZJ MANGXOLO (“the 
complainant”) v METROPOLITAN RETIREMENT ANNUITY FUND 
(“first respondent”) AND METROPOLITAN LIFE LIMITED (“second 
respondent”) 

 
1. Introduction 
 
[1.1]  The complaint concerns the maturity value of the complainant’s retirement 

annuity, as compared with the premiums he paid to the first respondent. 
 
[1.2] The complaint was received by this office on 27 October 2005. A letter 

acknowledging receipt thereof was sent to the complainant on 8 
November 2005. On the same date a letter was dispatched to second 
respondent giving it until 28 November 2005 to file its response to the 
complaint.  

 
[1.3] Responses were received from the second respondent and from Mr TS 

Motsoeneng, the principal officer of the first respondent, on 3 July 2006. 
These responses were forwarded to the complainant on 5 July 2006. On 
19 July 2006, this office received the complainant’s further submissions. 

[1.4] Having considered the written submissions before this tribunal, it is 
considered unnecessary to hold a hearing in this matter. As the 



 

 

2

background facts are well known to all the parties, only those facts that are 
pertinent to the issues raised herein shall be repeated. The determination 
and reasons therefor appear below. 

 
2. Factual Background 
 
[2.1] The complainant applied for a retirement policy with the second 

respondent on 8 September 1988. The policy commenced on 1 January 
1989 with a maturity date of 31 December 2004. The complainant 
commenced contributing R45.00 per month on his policy subject to annual 
increases and benefit reviews. The complainant’s retirement capital was 
estimated at R33 583.00 at a lower projection rate and R41 559.00 at a 
higher projection rate.  

 
3. Complaint 
 
[3.1] The complaint is that the complainant is not satisfied with the maturity 

value of his retirement annuity. The complainant contends that the 
premiums were increased annually but the maturity value remained the 
same. The complainant states that the premium was R96.00 per month in 
June 1998 but it was later increased to R166.00 in August 1998. Further, 
the complainant submitted that he was paid one-third of the amount of 
R33 636.86 when the policy matured in 2004. Moreover, he submitted that 
the premium was R267.36 when his policy matured.  

 
4. Responses 

 
The first respondent’s response 
 
[4.1] Mr TS Motsoeneng, the principal officer of the first respondent, submitted 

a response on behalf of the first respondent. He submitted that the 
complainant’s retirement projections are based on assumptions stated on 
page 2 of the policy contract. He further argued that the policy contract 
stipulated that the projected values are not guaranteed and that the actual 
maturity values will depend on the rate of bonuses declared and the 
investment amounts credited to the investment fund of the complainant’s 
policy. Further, he pointed out that the projected values assume that the 
bonus rates of 12% net (13% gross) and 15% net (16% gross) are 
declared throughout the term of your policy.  

 
[4.2] Mr Motsoeneng submitted a diagram which shows the actual gross 

bonuses that were declared. It reads as follows:  
 

YEAR BONUS RATE 

1989 16% 

1990 17% 

1991 17% 
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1992 17% 

1993 16% 

1994 17% 

1995 17% 

1996 17% 

1997 17% 

1998 8% 

1999 9% 

2000 13% 

2001 12% 

2002 4% 

2003 7% 

2004 5% 

 
 
[4.3] He contended that the bonus rates declared were significantly lower than 

was required to meet the projected values during the last seven years of 
the policy. He further argued that the complainant’s policy was invested in 
the smoothed bonus portfolio which had an asset split of 65% in equities, 
20% in fixed interest, 5% in money markets and 10% in property.  

 
[4.4] With regards to the increase in premiums, he submitted that the initial 

premium of R45.00 per month was increased by 10% per annum as an 
automatic inflation management benefit was applicable to the policy. 
Further, he pointed out that a policy alteration was effected on 1 July 
1998, which resulted in the premiums being increased to R166.00 per 
month. Moreover, Mr Motsoeneng confirmed that the complainant’s actual 
retirement capital that was payable in terms of the policy amounted to R33 
636.86 on 1 January 2005. 

 
The second respondent’s response 
 
[4.5] It was submitted on behalf of the second respondent that it confirms and 

agrees with the submissions on behalf of the first respondent.  
 
[4.6] This office requested the second respondent to clarify whether there were 

any penalties imposed pursuant to the complainant’s premium increase 
from R69.33 to R166.00 on 1 July 1998. The second respondent filed a 
response on 28 June 2007 in which it indicated that no penalties, in 
respect of the premium increase, were imposed. 

 
5. Determination and reasons therefor 
 

[5.1]  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 so in market-linked portfolios. Thus, two illustrative growth rates 

are normally used: a higher one to illustrate future values against a higher 
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inflationary backdrop, and a lower one using a lower inflationary 

environment as a backdrop.  

 

[5.2]  In casu, a lower inflationary backdrop of 12% and a higher inflationary 

backdrop of 15% were used to illustrate the growth rates of the 

complainant’s retirement policy.  The complainant argued that the monthly 

premiums were increased annually but the maturity value remained the 

same. However, it is evident that the complainant’s retirement capital was 

based on certain assumptions as stated in the policy contract. Further, the 

policy contract states clearly that the projected values are not guaranteed 

and that the actual maturity values will depend, inter alia, on the rate of 

bonus declared.  

 

[5.3]  Moreover, it is clear that the factors affecting the complainant’s actual 

benefit and the fact that the illustrative values are not guaranteed were 

stated in the policy contract. The apposite portion of the policy contract 

that was issued to the complainant titled “projected values” read as 

follows:  

 

  “The projected values shown are not guaranteed and actual maturity values 

will depend on the rates of bonus declared and the investment amounts 

credited to the investment fund of your policy. Two projected values are quoted 

in order to demonstrate the effect of different rates of investment bonus being 

declared. An Automatic Inflation Management benefit increase of 10.0% per 

annum has been assumed throughout the term of your policy.”  

 

[5.4]  Therefore, it is clear that the policy contract provided that the illustrative 

values are not guaranteed and that they depend, inter alia, on the rates of 

the bonuses declared. It was further indicated, on behalf of the first 

respondent, that the bonus rates declared in the last seven years of the 

policy were significantly lower than was required to meet the projected 

values. The policy contract also indicated clearly that an assumed 

automatic inflation increase of 10.0% per annum was applicable to the 

complainant’s policy. Thus, the complainant accepted the policy with full 

knowledge of the factors affecting his actual maturity value.  

 

[5.5]  In the result, the complaint cannot succeed. 

 
 
DATED AT JOHANNESBURG ON THIS            DAY OF                       2008. 
 
 
Yours faithfully 
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MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 
 


