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RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”): NJ KRUGER v MM RETIREMENT 
ANNUITY FUND & MOMENTUM GROUP LIMITED  
 
Introduction 
 

1. Having considered the complaint that was received by this office on 6 
June 2005, as well as further written submissions, I consider it 
unnecessary to hold a hearing in this matter.  My determination and 
reasons therefor appear below.   

 
2. 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 
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 fund and administrator 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 19 April 2006 you informed my assistant that no 
that that an offer to settle the matter was not made to you. It is with that 
brief background that we now determine this complaint in the ordinary 
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course. 
 
3. Save for setting out the few facts that are pertinent to the issues raised 

herein, I shall not unduly burden this ruling by repeating all the background 
facts in detail here. 

 
The facts 
 

4. You became a member of the Self Financed Retirement Annuity Fund, 
which was administered by Southern Life, in April 1982.  With the merger 
of Southern Life and Momentum Life in 1999, your membership of that 
fund was transferred to the MM Retirement Annuity Fund (“the fund”), 
which is administered by the Momentum Group Limited (“the insurer”). 
Your chosen retirement date is 1 April 2015.  

 
The complaint 
 
5. You are dissatisfied with the fluctuations in the projected maturity value of 

your retirement benefit, and are of the view that the insurer has not given 
you a satisfactory explanation regarding the apparent decrease.  In 
amplification of your complaint, you have furnished this tribunal with 
copies of two policy statements as at April 1991 and 1 March 2005, which 
reflect illustrative maturity values of R774 741 and R239 539, respectively. 

 
The response 
 
6. A joint response has been filed by the fund and the insurer wherein they 

explain that when you joined the fund you opted to have death and 
disability cover as well on your retirement benefit, which meant that a 
portion of your contributions is applied towards funding the cost of risk 
cover, while the balance is invested.   

 
7. The respondents state that your contributions were invested in the Sure 

Gain portfolio, which is a balanced investment portfolio consisting of local 
interest-bearing instruments, shares, property and global assets.  They 
further state that members do not participate directly in the performance of 
the portfolio, and that instead bonus rates, which are related to the 
underlying performance of the portfolio, are declared each year.   

 
8. According to the respondents, the values that were illustrated to you when 

your membership commenced were based on an illustrative rate for CPI of 
above 15%, which projections were in line with the going CPI rates at the 
time.  The respondents state that when the inflation rates dropped, the 
markets did not perform well, with the result that the declared bonus rates 
also fell. The respondents set out the bonus rates that were declared over 
the period 1982 to 2005 as follows:  
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Year Bonus rate Year Bonus rate Year Bonus 
rate 

1982 15,00%  1990 18,00% 1998 5,00% 
1983 15,00% 1991 18,00% 1999 5,00% 
1984 15,00% 1992 14,00% 2000 5,00% 
1985 16,75% 1993 16,00% 2001 7,50% 
1986 19,00% 1994 16,00% 2002 7,25% 
1987 17,00% 1995 17,50% 2003 2,25% 
1988 18,50% 1996 14,50% 2004 5,00% 
1989 20,00% 1997 13,50% 2005 14,75%

 
9. They conclude that the illustrations provided to you were done fairly and in 

terms of the applicable industry standards, and that the same were not 
guaranteed.  

 
10. In a further response dated 8 November 2005, the respondents state that 

no debits were effected against your pension interest in the fund, save for 
those that are disclosed in the policy document.  The following table, 
which was furnished by the respondents, sets out the calculations that 
were applied to your contributions:  

 
Total amount of premiums received R49 422 
Costs and charges deducted Policy fee; a total of R3 772.90 over 

the term of the policy. 
Amount available for investment R29 835.23 
Total amount of monthly deductions towards 
cost and risk (on average 30% of premium) 

R12 786.53 

Total amount towards disability benefit R3 250.19 
Growth achieved on invested contributions 
over the full term. 

10.28% 

Pension Interest available at retirement R79 441 
 

Determination and reasons therefor 
 

11. When you retire from the fund, you will be entitled to a retirement benefit 
which will be calculated in accordance with the rules of the fund, read 
together with the provisions of the policy document.  What the value of the 
benefit will be cannot be determined at this stage. All that the respondents 
have been able to do is set out your pension interest as at November 2005 
(which was R79 441).  

 
12. As it is impossible to give an exact maturity value, the insurer uses 

illustrative maturity values to give an estimate of what that value will be if 
certain assumptions are met.  As your assets are invested in a market-
related portfolio, the exact value of the retirement benefit is also 
determined by the performance of the underlying assets. The projected 
values are not guaranteed, and that much is set out in the policy 
statements annexed to the complaint, as follows:  
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“Alle gekwoteerde waardes toon die jongste beskikbare inligting oor die polis en is 
korrek op die datum wat ons hierbo toon.  Die waardes kan daagliks verander 
aangesien dit afhang van die werklike prestasie van die onderliggende bates asook van 
enigste transaksies wat ons na die kwotasiedatum verwerk. Toekomstige waardes is 
net vir illustratiewe doeleindes, ons waarborg dit nie en ons bereken dit deur ‘n 
bedryfstandaardbasis te gebruik”.  
 

13. In light of the above, I am satisfied that there was sufficient disclosure on 
the part of the respondents that the illustrative values are not guaranteed 
and depend on the bonus rates declared and on the average rate of 
inflation over the period of your membership.  In addition thereto, you have 
neither alleged nor proved that the insurer acted unreasonably in providing 
the said illustrations, or that the fund was mal-administered by adopting 
the illustrations, nor that you have suffered loss as a result thereof. 

 
  
14. The complaint can therefore not succeed.  
 
 

SIGNED IN CAPE TOWN ON THIS  DAY OF  2006 
 
 
Yours faithfully 
 
 
………………………... 
VUYANI NGALWANA 
PENSION FUNDS ADJUDICATOR 
 
 


