
 

   
 

 

 
NEWS FLASH 2/2008  - TO ALL MGF MEMBERS  

 
        14 MAY 2008 

1.  GUARANTEED PORTFOLIO 2008/9:  CLOSING DATE 2 JUNE 2008 
 

The 2007/8 Guaranteed Portfolio investment matures at the end of June 2008.  Although the final return will only be  
known  on maturity date, it seems that a final bonus would be  realised. 
 
Please note that the closing date to exercise an investment option in respect of the Guaranteed Portfolio (GP) 
for 2008/9 is Monday, 2 June 2008. Options must be exercised on the “MAY 2008” prescribed option form which is 
available on request from Coris Capital, the Fund Administrator, on telephone number (012) 683-3900 or from the MGF 
offices on telephone number (011) 450-1224. The option form can also be printed from the website www.mymgf.co.za.  
Firstly select “Forms” and then select “Member investment option form”. 
 
Only duly completed option forms received by Coris Capital (fax no. 086-613-5037) or by the MGF (fax no. (011 450-
1454) no later than Monday, 2 June 2008 will be valid. Members must verify that their option forms reach the destination 
and a facsimile transmission report is not proof of receipt. 
 
Members are once again cautioned not to exercise any choice unless their particular circumstances warrant such 
change from the Life Stages Model (LSM). The LSM, in terms of which members are automatically switched to the 
applicable portfolio according to age, was carefully designed to increase the probability to render the highest growth over 
the long term.  
 
The terms of the 2008/9 GP are as follows: 
 

 Guaranteed return  :  The capital plus a return of 9% are guaranteed for the full financial year. 
 

 Additional return   :  A possible additional return, but capped at a maximum of approximately 6%, may be obtained, 
depending on the equity market performance during the period July 2008 until June 2009. The 
actual possible additional capped return will only be known once the underlying structured 
product is implemented early July 2008. Expectations are that it will not differ significantly from 
the approximate 6% market prices quoted on 8 May 2008. 

 
 The minimum return will therefore be the guaranteed 9% per annum  and  together  with  the  possible 6% additional  

  return, a maximum return could be up to approximately 15%  (9% + 6%). 
 
Members already invested in the GP who do not wish to change their options, need not submit a new option form. Once 
an option is exercised it remains effective until a new option form is received. However, if a member’s existing choice is a 
split between the GP and one of the other three investment portfolios and such member would wish to rebalance to the 
original split (in rand value), a new option form must be submitted. If, for instance the original choice was a 50/50 split 
between the GP and the AP but due to greater returns on the AP, the split proportion has shifted, for example, to 40/60 
and the member wishes to rebalance to 50/50 a new option form must be submitted no later than 2 June 2008. 
Rebalancing to the original split is not done automatically and therefore the split proportions will vary 
continuously over time due to differential growth. 
 

2.   SALGA AND THE LGPF 
 
It was previously reported that the MGF together with other municipal retirement funds and the trade unions SAMWU 
and IMATU lodged an appeal against the registration of the Local Government Pension Fund (LGPF).  Although a 
positive outcome is expected the judgement is still being awaited since 7 August 2007.  In the meantime SALGA 
distributed Circular 06/2008 with the following contents: 
 

“STATUS OF THE LOCAL GOVERNMENT PENSION FUND (LGPF) 
Some Municipalities and Pension/Provident Funds associated with municipalities, as well as the trade unions, SAMWU 
and IMATU, lodged an appeal against the Registrar of pension funds (FSB) for the registration of the LGPF.  The 
outcome of such an appeal, which was heard in August 2007, is waited. 
The SALGA NEC in various meetings discussed the various issues relating to the LGPF and felt that the processes 
including the appointment of the Administrators etc. need a special investigation.  To this end some investigation 
processes leading to the award of the fund is underway. 
Accordingly and in view thereof, Circular 11 of May 2006 issued by SALGA (should not) or cannot be implemented as 
is.  Employees must therefore be allowed to belong to any funds that operate in the sector. 
For any clarities pertaining to this matter, please do not hesitate to consult SALGA.  Be assured that as SALGA we will 
keep you abreast of developments in this regard.” 
 

This circular is welcomed as it introduces some sanity in this regard.  It appears that SALGA realized that they may have 
been misled in this regard. 



 

   
 

 

 
3.  RETIREMENT REFORM RUMOURS 

 
Various absurd and unfounded rumours are in circulation about the future of retirement funds in general including the MGF. These 
rumours are not limited to the municipal environment but are common to the country at large.  It was even the subject of 
discussion on RSG Monitor on 23 April 2008 when the Old Mutual actuary Stefan Steffen put the matter in perspective.  These 
rumours were initiated by the widely distributed email, provided with a provocative header, of an old newspaper clipping of a press 
report by Bruce Cameron of Personal Finance dated 24 February 2007.  The readers of this email did not notice that it is old news 
and in essence irrelevant at this stage due to further developments. 
 
Since February 2007 two documents were released, the one being the Reform of Retirement Provisions released by the 
Department of Social Development during September 2007 and the other the Outline of Social Security and Retirement Savings 
Framework during December 2007.  The latter is starting to give more direction to the thoughts of government regarding 
retirement reform.  The purpose of the document was merely to inform stakeholders of the broader retirement reform framework.   
It does not contain any fixed proposals and is merely a discussion document for the inter-departmental task team (National 
Treasury, Department of Social Development, Department of Labour and Department of Health). 
 
A keen eye is continuously kept on the media and the website of National Treasury for any new releases in this regard.  To date 
nothing additional has been released and according to sources in the retirement industry the soonest would be June/July 2008. 
 
The question is how would the proposed framework impact on the Fund and its members.  It is pre-emptive to speculate about the 
impact at this stage, as it is still early days with very little final thoughts, let alone specific proposals.  However if it is kept in mind 
that it is only a preliminary framework, which can still change considerably, especially as no inputs have been made by labour as 
yet, the following impact could be possible: 

 
 Approximately 16,5% of salary of the first R75 000 would flow to the National Social Security Fund (NSSF) providing for risk 

benefits, admin costs and basic retirement benefits. 
 The balance of 13% (29,5%-16,5%) up to the R75 000 plus the full 29,5% (or 31% in the event of the 9% employee 

contributors) of salaries above R75 000 would still flow to the MGF if the MGF would qualify as an Accredited Retirement 
Institute (ARI) unless the member elects to have it all channelled to the NSSF.  In such event the MGF would not provide risk 
benefits but would only provide retirement benefits.  This would result in duplication of administration cost as the member 
would have double membership namely of the NSSF and the MGF. 

 A major adjustment since the February 2007 document is the notion of “exempt funds” included on page 9 of the December 
2007 document.  The MGF being a large occupational fund may qualify as an exempt fund depending on certain criteria still to 
be determined.  This would mean business as usual for the MGF and its members except that all contributions and growth 
from a certain future date would be subject to a two third annuity purchase on exit.  Details about the criteria for the different 
types of annuities are still to be determined.  It is however expected that “with-profit” annuities would be an option, in other 
words the balance would pay out on death. 

 To date compulsory transfer of existing fund credits (actuarial values) to the NSSF has not been mentioned.  It is widely 
accepted in the industry that transfer would not be a requirement both for practical reasons of the huge number of section 14 
transfers to be processed as well as the constitutional right regarding the protection of property. 

 
 The belated distribution of the outdated news clipping together with the provocative header is creating the wrong impression 

and is used out of context.  Granted, there are still a great number of aspects still to be discussed between the stakeholders 
and this can still go in any direction, but to state that “if you worked your whole life and want your pension money, you 
can forget about it ……” is either evidence of  ignorance or malicious stirring. 

 
4.  DRAFT PUBLIC ADMINISTRATION MANAGEMENT BILL 

 
It is strange that members are quite disturbed by the rumours about the future of retirement funds as alluded to elsewhere in this 
news flash while a matter of much greater importance is receiving little or no attention. 

 
The Draft Public Administration Management Bill was published for public comments to be submitted not later than 30 April 2008.  
The Bill together with an explanatory memorandum is available on www.dpsa.gov.za.  The Bill, once adopted as an act by 
Parliament, will have a significant impact on municipal employees, the scope of which is to vast to be dealt with in the limited 
space available in this news flash.  The MGF submitted comments on the possible impact that the regulating-making powers of 
the Minister in regard to a remuneration policy and conditions of service including retirement fund arrangements may have.  
However the retirement fund arrangements are but a small portion of the Bill.  A letter was also addressed by the MGF to the 
trade unions, SAMWU and IMATU requesting to inform our mutual members about the impact of the Bill from a labour 
perspective. 

 
 

Yours sincerely 
 
 
 
 
DEWALD JACOBSOHN 
CHIEF EXECUTIVE OFFICER 


