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DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION FUNDS 
ACT 24 OF 1956 (“the Act”) – PETER JOHN CHISHOLM v MM RETIREMENT 
ANNUITY FUND & MOMENTUM GROUP LIMITED 
 
Introduction 
 
1. Having considered the complaint that was received by this office on 22 March 

2005 and further written submissions, I consider it unnecessary to hold a 
hearing in this matter.  My determination and reasons therefor are set out 
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 16 February 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. It is with 
that brief background that we now determine this complaint in the ordinary 
course. 

 
The facts 
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3. On 1 April 1980 you became a member of the MM Retirement Annuity Fund 

(“the fund”) (it was then known as the Retirement Annuity Fund Trust). The 
fund is since 1999 administered by Momentum Group Limited (“the insurer”) 
which also invests its assets.  

 
4. You made monthly recurring contributions of R51.00 which were invested in 

an African Eagle Life policy (“Policy A”) with policy number SL061849116. 
You have chosen 1 April 2010 as the date of maturity.  

 
5. On 1 April 1981 you commenced making additional monthly contributions of 

R51.00. These contributions were invested in a second African Eagle Life 
policy (“Policy B”) with policy number SL061849116. This underlying policy is 
also due to mature on 1 April 2010.  

 
6. In April 2004 your monthly recurring contributions, in respect of both policies, 

reduced to R50.00. 
 
7. The life assurance business of African Eagle Life was transferred to Anglo 

American Life, later to Southern Life and finally to Momentum in 1999. 
 
8. In 1990 Anglo American Life allegedly quoted R221 629.00 and R258 967.00 

as the illustrative benefits, on policy A and B respectively, which will become 
payable as retirement benefits on 1 April  2010. However, your policy 
statement as at 1 March 2004 provided that your illustrative values on policy 
A and B were R81 181.00 and R93 457.00 respectively.  

 
The complaint 

 
9. You are aggrieved by the decrease in the illustrative values quoted in the 

underlying policies in March 2002, March 2003 and March 2004 as opposed 
to those quoted in April 1980 and April 1981.  

 
10. You say: 
 

“My understanding … is that I was led to believe I would have in the region of 
R400,000 to supplement my Retirement at Maturity date. I am now informed 
that I will be getting less than half of this amount.(sic)” 

 
 
 
The response 
 
11. Mr Kruger of Momentum and Mr Mathee, the principal officer of the fund, 

submitted a joint response.  
 
12. They submit that the illustrative values quoted to you were calculated in terms 
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of the standard applicable in the industry which is based on the ‘Benefit 
Illustration Agreement’ issued by the Life Offices Association (“LOA”). It says 
further in 1990 the growth rates which were used when illustrative values 
were calculated were set at 10% and 15%. It says: 

 
“The illustrative maturity value (which will be paid out as an annuity of which 
a maximum of one third can be commuted for a lump sum) of R221 629 
quoted by Anglo America in 1990 was done based on an illustration rate of 
15% for the growth on the investment account and future invested premiums 
on the contract.”  

 
13. They further submit that the rates used to calculate future illustrative values 

vary from year to year but have been consistently lower over the term of the 
underlying policy. This brought about an adjustment of the illustrative values 
yearly with reference to the revised rates. Furthermore, they say the 
illustrative values that were quoted are not guaranteed but are only for 
illustration purposes. This they say is  stated in the policy statement as 
follows: 

 
“Values may change daily as they are dependent on the actual performance of the 
underlying assets, as well as on any transactions that we processed after the quote 
date. Future values are for illustrative purposes only we do not guarantee them and 
we calculate them using an industry standard basis.” 

 
Determination and reasons therefor 
 
14. The underlying policy which you received from African Eagle Life in 1980 was 

not of much assistance in the resolution of this complaint. In the 
circumstances, I was limited to the fund rules and the policy statements 
(“statements”) provided by Momentum and yourself.  

 
15. The fund’s administrator on an annual basis recalculates the illustrative value, 

with regard to the revised illustrative growth rates, which may become 
payable on your retirement. In doing so the fund annually informs you about 
the illustrative value that might become payable at your retirement provided it 
declares annual bonuses at the illustrative growth rate used in the calculation. 

 
16. The illustrative values which were calculated in 1990 and thereafter are 

calculated with reference to 1 April 2010, your chosen retirement date. Put 
differently, the illustrative benefit may become payable on this date provided 
annual bonuses are declared at the growth rate used in the calculation of the 
illustrative benefit. 

17. The fact that the illustrative benefits are not guaranteed and are dependent 
on the attainment of the growth rates used in the illustration is clearly spelled 
out in each and every policy statement that you received from the fund’s 
administrator. This was stated as follows on the statement in 2001: 

 
“The actual values of your policy at the end of the selected term will depend 
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on the performance of your chosen portfolio. We cannot predict what this will 
be into the future. We therefore illustrate a conservative investment return at 
6% per annum and an optimistic investment return at 12% per annum. Note 
that your actual value may be below, above or between these values.” 

 
18. Since 2003 the wording on the policy statement changed to the following: 
 

“All quoted values reflect the latest information available on the policy and 
are correct as at the date shown above. Values may change daily as they are 
dependent on the actual performance of the underlying assets, as well as on 
any transactions that we processed after the quote date. Future values are 
for illustrative purposes only; we do not guarantee them and we calculate 
them using an industry standard.” 

 
19. In the circumstances, I am satisfied that the illustrative benefits, which the 

fund’s administrator calculates on an annual basis, are not guaranteed. The 
attainment of the illustrative values and the subsequent payment thereof on 
retirement is dependent on the growth rate used in the calculation. 

 
20. Furthermore, although you are aggrieved about the decrease in the illustrative 

value, you have not attacked the basis for the illustrative values nor have you 
shown that the fund was maladministered by the adoption of the illustrative 
values.   

 
21. In the result, your complaint is dismissed. 
  
SIGNED IN CAPE TOWN ON THIS DAY OF    2006 
 
Yours faithfully 
 
 
 
Vuyani Ngalwana 
Pension Funds Adjudicator  
 


