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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/3466/05/SG 
 
 
 
 
RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT 24 OF 1956 (“the Act”): DY DALLAS v MOMENTUM 
RETIREMENT ANNUITY FUND & MOMENTUM GROUP LIMITED 

 
INTRODUCTION 
 
[1] This complaint concerns the amount of the retirement benefit, or the actual 

maturity value of a retirement annuity policy, as compared with the illustrative 
maturity value that was given to a member at the commencement of his 
membership of the fund.  

 
[2] The complaint was received by this office on 12 May 2005, and a letter 

acknowledging receipt thereof was sent to you on 26 May 2005.  On the same 
date a letter was sent to the respondents requesting them to submit their 
response thereto by 17 June 2005.  The response, dated 4 July 2005, was 
received on 4 July 2005. A copy of the response was forwarded to you by the 
respondents, and you submitted your reply to the response on 29 August 
2005. After considering all the written submissions I consider it unnecessary 
to hold a hearing in this matter.    

 
[3] During 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 
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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.    

 
[4] This matter was referred for settlement to the Momentum Retirement Annuity 

Fund and Momentum Group Limited on 20 January 2006.  The parties were 
given 30 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 13 
February 2006, we were informed that the parties to this complaint had failed 
to reach a settlement in this case.  The details of disagreement were not 
communicated to us.   

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

ordinary course. 
 
THE COMPLAINT 
 
[6] You are aggrieved by the huge discrepancy between the amount of the 

retirement benefit (maturity value) that became available to you on 1 February 
2005, which was your selected retirement date, and the illustrative maturity 
value that was estimated to you during 1997 when you joined the fund.  You 
are contending that at the least your maturity value should be in the vicinity of 
the amount of R81 585.00 that you paid into the fund, plus 8% compound 
interest. 

 
 
 
THE RESPONSE 
 
[7] In a joint response, the respondents state that illustrative values are not 

guaranteed values, but are merely illustrations which serve to provide the 
client with a benchmark to measure the performance of his investment.  They 
state that your assets were invested in the Equity International Portfolio, 
which is a high risk portfolio wherein the assets are invested in international 
stock markets.  
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[8] According to the respondents, when you joined the fund, your selected 
monthly contribution was R777, which would increase at the rate of 15% per 
annum.  The respondents further state that it was assumed that over the term 
of membership your total contributions would be R127 988.86, and that it is 
on that assumption that a maturity value of R183 565, assuming a growth rate 
of 12% over the whole term of membership, was quoted to you.  However, the 
respondents state, during 1999 you requested the annual increases to stop, 
which meant that the total contributions paid over the term of your 
membership would reduce to R84 382.20.  According to the respondents, of 
that amount, a total of R80 190 was invested in the investment account while 
the balance was allocated to the contractual expenses, namely a policy fee of 
R6 per month and a 6% premium levy.  The respondents state that had they 
known at the start of membership that there would be no annual contribution 
increases, the illustrative maturity value would have been R130 206, 
assuming a growth rate 12%.   

 
[9] In explanation of the actual growth achieved by the portfolio, the respondents 

state that it was affected by the growth in the international stock markets and 
the Rand/Dollar exchange rate.  According to them, the world stock markets 
were adversely affected by the 11 September 2001 events and only started to 
recover in 2003 and 2004.  They also state that the sustained strengthening 
of the Rand as against the dollar also affected the growth of your investment. 
They conclude that the actual growth achieved was –1,3%. 

 
DETERMINATION AND REASONS THEREFOR 
 
[10] When you joined the fund you effectively became bound by its rules, one 

of which is rule 9 and its sub-rules.  Rule 9.4 provides that in the case of all 
investments made in portfolios selected by the trustees (in accordance with 
rule 9.1), or at the member’s election in portfolios selected by the trustees (in 
terms of rule 9.2), or at the member’s election in other types of investment (as 
provided for by rule 9.3), the member concerned shall bear all risks 
associated with the investment of his pension interest.   

[11] Not only are you bound by the rules, but it appears that the nature of the 
portfolio in which you chose to invest your pension interest and the factors 
affecting your actual benefits were disclosed to you as well, as appears from 
the document titled “Key Features of your investment”.  On page 5 of the 
document, it is stated as follows: 

 
“What are the possible values of the investment? 

Illustrative value The effect of compound interest, 
variable returns and early termination 
has been shown in the product 
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illustration. 

 

Factors that affect the return Some factors that will affect your actual 
benefits are: 

• Future investment returns on the 
chosen funds, and 

• Future exchange rates and currency 
fluctuations. 

Changing your investment 

contract  If you make any changes to your 
investment contract after the start date, 
it may affect the values and benefits of 
the investment.  Therefore it is important 
to talk to your financial adviser before 
you make any changes”. 

   
[12] Such is the nature of a defined contribution fund that, unlike in a defined 

benefit fund, there is no underlying guarantee and the market effectively 
determines the value of the benefit.  Thus, the poor performance of the 
markets, as already alluded to in the response, had an adverse effect on the 
value of your actual benefit. 

 
[13] Furthermore, the policy statements that were sent to you state that future 

values are for illustrative purposes only and are not guaranteed. In another 
policy statement (as at 1 March 2002) it is, inter alia, stated that the actual 
values of the policy at the end of the selected term will depend on the 
performance of the chosen portfolios, and that the said value cannot be 
predicted.  It is further stated that the actual value may be below, above or 
between a conservative investment return of 6% and an optimistic investment 
return of 12% per annum.  

 
 
 
[14] The fact that you made an alteration to the contract, which had the effect 

of reducing the total amount of contributions received from you over the term 
of membership, also meant that the value that was illustrated at inception of 
membership would be drastically reduced as the latter was based on 
expected contributions that would be increased annually at the rate of 15%.  

 
[15] On a conspectus of all the above factors, I find that no grounds exist for 

me to hold the fund and the insurer to the illustrative maturity value that was 
quoted to you at the inception of your membership.   
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[16] The complaint is dismissed.   
 
SIGNED IN CAPE TOWN ON THIS  DAY OF  2006 
 
Yours faithfully, 

 
 
………………………………… 
VUYANI NGALWANA  
PENSION FUNDS ADJUDICATOR  
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