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V Ngalwana (Adjudicator), N Jeram (Deputy Adjudicator), C Nkuhlu (Snr Assistant Adjudicator), L Shrosbree (Snr Assistant Adjudicator), 

Please quote our ref: PFA/KZN/5745/05/CN 
 

 
 
 
RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”): P NAIDOO v AFROGROUP 
PROVIDENT FUND  
 
Introduction 
 
[1] This matter concerns the amount of the retirement benefit that was paid to 

a member of a fund at retirement, as against the amount that was 
illustrated as an estimated benefit at retirement in an earlier benefit 
statement. 

  
[2] The complaint was received by this office on 7 October 2005, and a letter 

acknowledging receipt thereof sent to you on 11 October 2005. On the 
same date a letter was sent to the respondent requesting it to submit a 
response by no later than 3 November 2005. The response, dated 31 
October 2005, was received on 31 October 2005 and was forwarded to 
you for a reply on 8 November 2005.  No reply was received from you at 
that stage, but after the respondent’s further submissions (which it had 
been invited to furnish on 11 August 2006) were forwarded to you on 17 
August 2006, you furnished your reply thereto on 16 September 2006.  

 
[3] After considering all the written submissions, I consider it unnecessary to 

hold a hearing in this matter.  My determination and the reasons therefor 
appear below. 

  
The complaint 
 
[4] Firstly, you are not satisfied with the amount of the retirement benefit that 
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was paid out to you during May 2005, and are contending that if regard is 
had to the benefit statement that was issued to you in 1997 on which the 
retirement benefit was allegedly estimated to be R123 811.52, the amount 
of the benefit should be much higher than the R95 076.54 that you 
received.  Secondly, you want to be informed about the investment 
portfolio(s) in which the fund’s assets are invested. 

 
[5] Thirdly, you are querying an amount of R9 900 that is reflected as your 

monthly earnings on a statement of benefits as at 1 January 2000, which 
differs from the amount which appears on your salary advice slip for the 
period 28 May 2004 (R8 153) as your gross earnings.      

 
The response 
 
[6] On behalf of the Afrogroup Provident Fund (“the fund”), it is stated that 

from the period that you joined the fund until May 2001, the fund’s assets 
were invested in the Southern Life Guaranteed Portfolio, whereafter they 
were switched to the Momentum Secure Bonus Portfolio until 1 April 2005. 

  
[7] It is further stated that the fund’s rules did not offer members individual 

investment choice and that all investment decisions were made by the 
board of trustees.  According to the fund, the retirement benefit that was 
paid out to you represented your equitable share as at the date of 
retirement. The fund submits that the low equitable share can be ascribed 
to the fact that only the employer contributed to the fund, of which 
contribution only about 5.5% was allocated towards retirement funding, 
and the relatively low salary on which the contributions were calculated. 

 
[8] The fund states that it is not in a position to explain the discrepancy 

between your gross earnings as reflected on your salary slip and that 
which is reflected on the benefit statement. It concludes that since there is 
no evidence that you have been treated unfairly, the complaint should be 
dismissed.  

 
 
Determination and reasons therefor 
 
[9] The rules provide that the employer shall contribute 10% of scheme salary 

on behalf of members other than executives.  From the 10% shall be 
deducted the costs of the income security scheme, the life assurance 
scheme, .and the costs of providing risk benefit cover under policy number 
7990-03. It is further provided that the benefit payable at retirement shall 
be a lump sum equal to the “member’s equitable share”. 

  
[10] The “member’s equitable share” (at a date other than the scheme review 

date) is calculated by adding the current market value of the units 
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allocated to the member at the date his equitable share is being 
determined and the aggregate of the member’s monetary portion of his 
equitable share at the most recent review date, plus any member’s 
contributions and employer’s nett contributions, and any lump sum amount 
credited to the member’s equitable share since the last scheme review 
date, together with interest as determined by the actuary.  

 
[11] From the breakdown that was sent to your broker by e-mail on 19 July 

2005 (Annexure “C” to the complaint), it appears that your equishare as at 
1 January 2004 was calculated as follows:  

 
“Equishare as at 1 January 2004   = R77 623.17 
Contributions January 2004 to December 2004 = R 7 796.25 x 5.47% (10% less 
costs) = R424.45 x R5 117.40 
Contributions for January 2005 and February 2005= R7 796.25 x 5.52% (10% less 
costs) = R430.52 x 2 = R860.70 
Total      = R83 601.27 
Benefit paid     = R97 880.37 
Less Tax      = R  2 803.83 
          R95 076.54 
 
The difference between the amount paid and the total contributions is the balance 
of the share, which includes interest.” 
 

[12] It is clear from the above breakdown that the benefit that was paid to you 
was an amount representing your equitable share.  

 
[13] I now turn to deal with your entitlement or otherwise to a benefit equal or 

related to the amount that was illustrated in previous benefit statements.  
Since I have not had sight of the 1997 benefit statement (the copy 
furnished is illegible), I will refer to the benefit statement as at 1 January 
2000 (Annexure “C” to the complaint), which reflects the estimated share 
of fund at your normal retirement date as R117 171.26.  On that statement 
it is further stated that your share of fund consists of the total of your and 
the employer’s contributions, together with interest thereon, at a rate 
depending on the performance of the fund’s investments.  

 
[14] The fund being a defined contribution fund, the members bear the risk of a 

downturn in the fund’s investments.  In response to a query from my 
Senior Assistant Adjudicator regarding the rates of return that were 
achieved by the fund over your period of membership, the fund could only 
furnish those for the years 2000 to 2005, as follows:   

 
“The rates of return for the following periods are as stated: 
01/07/2000- 30/06/2001  5.512% 
01/07/2001-30/06/2002  8.156% 
01/02/2002-30/06/2003  4.773% 
01/07/2003-30/06/2004  9.72% 
01/07/2004-30/06/2005  9.97%”  
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[15] It is clear from the above that although the estimated retirement figures 

were calculated using an interest rate of 11% per year, the fund’s 
investments did not achieve that rate of return over the five-year period 
prior to your withdrawal.  That is the reason why, although the retirement 
figures that were illustrated were calculated using a rate of 11% per 
annum, your actual benefit was calculated using the rate of return actually 
achieved by the fund’s investments.  

 
[16] It should be borne in mind that illustrative maturity values are not 

guaranteed values, but are merely an estimation of what a member’s 
benefit could be at a certain point in time if certain assumptions are met.   

 
[17] You are therefore entitled to a benefit equivalent to your equitable share of 

the fund, the interest portion of which is calculated with reference to the 
actual performance of the fund’s investments.  

 
[18] The aspect of your complaint which relates your gross earnings as 

reflected on your salary advice slip is a matter that does not relate to the 
fund, but rather to the employer-employee relationship. Thus, it falls 
outside my jurisdiction. It might be in your interests to take the matter up 
with the employer or to refer it to the appropriate labour-dispute resolution 
bodies. 

 
[19] In the result, the complaint is dismissed. 
 
SIGNED IN CAPE TOWN ON THIS DAY OF  2007 
 
 
Yours faithfully 
 
 
………………………………… 
VUYANI NGALWANA  
PENSION FUNDS ADJUDICATOR 
 
 


