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Please quote our ref: PFA/WE/4996/05/CN 
 

 
 
 
 
RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”): RM FRIEDMANN v MOORGATE 
RETIREMENT ANNUITY FUND & METROPOLITAN ODYSSEY LIMITED  
 
 
INTRODUCTION 
 
[1] This complaint concerns the determination of the maturity value of a 

retirement annuity policy as compared with the illustrative maturity value 
that was furnished to a member of the retirement annuity fund at a specific 
point during the term of the policy.  

  
[2] The complaint was received by this office on 15 August 2005, and a letter 

acknowledging receipt thereof was sent to you on 30 August 2005. On 26 
August 2006, letters were dispatched to the respondents requesting them 
to submit responses to the complaint by no later than 16 September 2005. 
The responses, dated 3 October 2005 and 18 October 2005 were received 
on 3 October 2005 and 21 October 2005, respectively.  Both responses 
were forwarded to you for a reply. The reply was received on 20 October 
2005.   

 
[3] In December 2005 an announcement was made of a Statement of Intent 

between the Minister of Finance, on the one hand, and the Life Offices 
Association and five large life assurers on the other, in terms of which the 
life assurers would commit themselves to certain minimum standards in 
respect of retirement annuity funds and endowment policies. Although the 
statement is not binding on this office, we nevertheless referred all 
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retirement annuity fund complaints (including this one) back to the 
management boards and life assurers administering these funds with a 
view to facilitating an amicable resolution of the complaint between the 
parties without the intervention of this office. This matter was referred for 
settlement to the Moorgate Retirement Annuity Fund (“the fund”) and 
Metropolitan Odyssey Limited (“the insurer”) on 19 January 2006. The 
parties were given 30 ordinary days to settle the matter failing which this 
office would determine the complaint in the ordinary course. Many 
complaints were settled on this basis but the settlement terms were not 
divulged to this office. However, on 8 March 2006 we were informed that 
the parties in this complaint had failed to reach a settlement in this case. 
The details of disagreement were not communicated to us.  

 
[4] It is with that brief background that we now determine this complaint in the 

ordinary course.   
 
THE COMPLAINT 
 
[5] You are dissatisfied with the amount of the retirement benefit that became 

available to you at the maturity of the term of the policy. Your first 
contention is that considering the amount that was projected by the insurer 
(R146 649) as the estimated maturity value, and the increase in the JSE’s 
Securities Exchange All Share Index (an average of more than 18% 
compounded per annum) during the period of investment, the actual 
maturity value (R84 852.80) reflects either an attempt on the part of the 
insurer to defraud you or “amazing investment incompetence”. 

    
[6] Secondly, you contend that the original quotation made no mention of 

charges and commissions to be levied against the investment, and that 
therefore the insurer was not authorized to deduct the amounts of R498.71 
and R772.40, in respect of commission and expenses respectively, from 
the maturity value.   

 
[7] Thirdly, you contend that had the insurer invested your single contribution 

of R19 896 wholly in equities as you allegedly instructed it to do so at the 
inception of the policy, instead of investing it in a portfolio of mixed assets 
(comprising equities, foreign assets, gilts and cash investments), the 
growth rate of your investment (and thus the actual maturity value) would 
have been in line with the performance of JSE-listed equities (an average 
of more than 18% per annum).  

 
[8] The relief asked for is that I order the respondents to pay you a retirement 

benefit in the amount of R190 000 (which you allege is the extrapolated 
value of your investment at the growth rate of 18% per annum), or the 
projected maturity value of R146 649.   
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THE RESPONSES 
 
[9] The respondents submit, firstly, that when you completed the membership 

application form with the assistance of your broker, you elected to invest in 
the “Golden Harvest Personal Equity Plan” (“the Plan”) which is the brand 
name of an insurance product.  According to the respondents, the portfolio 
of assets into which your contribution was invested was the “CU Link 
Equity Fund” (“the portfolio”), which comprises equities, foreign assets, 
gilts and cash investments.  According to the respondents, this was the 
only portfolio that was offered by the insurer under the Plan. The 
respondents submit that because only a portion of your contribution was 
invested in equities, the performance of the portfolio cannot be compared 
with that of the JSE’s All Share Index. 

  
[10] The respondents conclude that they are not responsible for the election 

made by you.  
 
[11] Secondly, the respondents submit that the projected maturity value was 

not given to you at the inception of the policy, but was supplied to your 
broker during June 1997.  They further state that the amount in question 
was quoted as an illustration, assuming a 14% annual growth rate, of what 
the value of the benefits might be under certain market conditions, and 
was thus not guaranteed. According to the respondents, your broker 
should have been aware and should have informed you that the values 
supplied were not guaranteed.  

 
[12] In their letter of further submissions dated 16 November 2005, the 

respondents state that the projected maturity value was based on the 
assumptions that there would be a 14% average annual investment 
growth of the assets of the portfolio and that an economic climate of high 
investment returns and high inflation would continue for the duration of the 
policy.  They submit that the said assumptions were not met as a result of 
various factors, among which were a lower than projected average annual 
investment growth rate, a lower average annual inflation rate over the 
policy term, the market crash of 1998 and a change in the economic 
climate to one of low inflation and low investment returns.  

 
 
[13] In their further submissions, the respondents further state that the average 

annual growth rate on your original investment until 1 November 2005 was 
11.8%, and that the growth compares to inflation of 7.5% over the same 
period. They submit that this equates to a real growth of 3.4% per annum 
for the period until I January 2005 and 4.3% per annum for the period until 
1 November 2005.   

 
[14] They conclude that the benefit due to you was determined in accordance 
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with clause 4 of the Special Provisions of the policy, namely, the value of 
the Investment Account of the fund policy at the retirement date.  

 
[15] Thirdly, on the issue of the costs deducted from the investment account of 

the policy, the respondents submit that clause 2 of the Special Provisions 
authorizes the insurer to credit the investment account with the 
contribution and to debit it with the cost of setting up and maintaining the 
fund policy.  They conclude that the insurer was thus authorized to deduct 
the commission and administration fee, as those fees are the costs 
envisaged in clause 2.    

 
DETERMINATION AND REASONS THEREFOR 
 
[16] The crisp issue for determination is whether the maturity value of your 

investment was correctly determined in accordance with the rules of the 
fund and/or the provisions of the policy.   

 
[17] It is common cause that upon applying for membership of the fund, you 

elected, with the assistance of your broker, to invest your contribution in 
the CU Link Equity Fund. What is in dispute and is also not set out in the 
policy contract, however, is the nature of the assets included in the 
portfolio. In your own understanding, by virtue of the word “equity” in the 
name of the portfolio, the assets therein should have been fully and solely 
invested in equities.  The respondents state, however, that the portfolio 
comprises a mixture of assets, namely equities, foreign assets, gilts and 
cash investments, and that it was the only one offered by the insurer at the 
time.    

 
[18] The failure of your broker to explain the nature of the assets included in 

the portfolio cannot be ascribed to the insurer or the fund.  The insurer 
was entitled to assume, by virtue of your election and signature on the 
application form, that you understood the nature of your election.   

 
[19] The portfolio in question comprising as it does a mixture of assets, there is 

no basis for comparing its investment performance with that of equities 
listed in the JSE during the investment period. Its performance should, in 
all fairness, be measured against that of portfolios comprising assets of a 
similar nature. It follows that your claim that your retirement benefit should 
be in the value of R190 000, based as it is on the average annual growth 
rate of JSE-listed equities over the investment period, cannot be upheld.    

 
[20] As has been pointed out by the respondents, the illustrative maturity value 

is not guaranteed. The illustrative value is only an illustration of how much 
your investment, which on the projection date (1 July 1997) was valued at 
R52 319, was estimated to have grown to by 1 July 2005 at the illustrative 
growth rate of 14% per annum. The projection was based on certain 
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assumptions, and it is only if those assumptions have been met that the 
insurer can be held to the illustrated maturity value.   The respondents 
have shown that, by reason of factors beyond their control and 
expectation, none of the assumptions were met.   

 
[21] I cannot find any evidence of negligence or maladministration on the part 

of either the fund or the insurer in basing the illustration on the said 
assumptions and in the assumptions not being met.  Thus, I am unable to 
uphold your claim that you should be awarded a retirement benefit in the 
amount of the illustrative maturity value.  

 
[22] The benefit to which you became entitled when you reached the 

contractual retirement age is set out in the rules of the fund or in the 
provisions of the applicable policy contract.   Clause 5 of the General 
Provisions of the policy provides that a member shall on retirement be 
entitled to a benefit payable in terms of the Special Provisions. Clause 4 of 
the Special Provisions provides that the benefit in question shall be the 
value of the Investment Account.  Clause 2 of the Special Provisions, in 
turn provides that the Investment Account shall be credited with 
contributions received and with profit bonuses added by the insurer, and 
be debited with the costs of setting up and maintaining the policy and the 
cost of mortality and other benefits where applicable.  The clause further 
provides that in determining the value of the investment account, the 
insurer will deduct any unrecouped expenses.   

 
[23] According to the respondents, the breakdown of the maturity value is as 

follows:  
 
 

Breakdown  
Premiums paid R21 000
LESS commission R1 280 
LESS Expenses R1 114 
Subtotal R18 606
PLUS Growth R23 957
Maturity value R42 563

 
 

[24] The charging of fees for setting up and maintaining the policy is provided 
for in clause 2 of the Special Provisions.  Commission and policy 
administration costs qualify as such fees, respectively.  The insurer was 
justified in deducting the said fees from the investment account of the 
policy.  

 
[25] I am satisfied that you received your correct benefit entitlement in terms of 

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


