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Re:  DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 

FUNDS ACT, 24 OF 1956 (“the Act”) – E MACHIKA (“the 
complainant’) v PRINTING INDUSTRY PENSION FUND FOR SATU 
MEMBERS (“the respondent”) 

 
1. Introduction 
 
[1.1]  The complaint concerns the failure of the respondent to pay the 

complainant his pension benefit in the form of a lump sum following his 
retrenchment on 8 October 2003.  

 
[1.2] The complaint was received by this office on 11 October 2005. A letter 

acknowledging receipt thereof was sent to the complainant on 21 October 
2005. On the same date a letter was dispatched to the respondent giving it 
until 11 November 2005 to file its response to the complaint. A response 
was received from the respondent on 11 November 2005. This response 
was forwarded to the complainant on 6 June 2007 and his further 
submissions were sought by 13 June 2007, in the event that he wished to 
make any. The complainant omitted to file any further submissions. 

[1.3] Having considered the submissions before me, I find it unnecessary to 
hold a hearing in this matter. As the background facts are well known to all 
the parties, I shall only repeat those facts that are pertinent to the issues 
raised herein. My determination and reasons therefor appear below. 
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2. Factual Background 
 
[2.1] The complainant was employed as an operator from 27 August 1991 until 

he was retrenched on 8 October 2003.  The complainant was a member of 
the respondent by virtue of his employment and made regular 
contributions to the respondent by deductions from his salary. Upon his 
retrenchment, the complainant requested the respondent to pay his 
pension benefit in the form of a lump sum. The complainant received a 
letter from the respondent on 29 July 2005 which advised him that has 
have three options regarding the terms on which his pension will be paid. 
The letter also indicated that he does not have an option of receiving his 
full pension fund credit in a lump sum.  

 
3. Complaint 
 
[3.1] The complaint is that the respondent refused to pay the complainant’s 

pension benefit in the form of a lump sum. The complainant further 
contends that he was never informed about the procedure for the payment 
of benefits at the time that he was retrenched. 

 
4. Response 
 
[4.1] Mr M Deysel, the principal officer of the respondent, filed a response on 

behalf of the respondent.  He submits that the complainant was advised 
that he was not allowed to take his full fund credit as a lump sum payment 
in a letter dated 29 July 2005 from the respondent. He further referred to 
Rule 5.3.1 of the respondent’s rules which reads as follows:  

 
“At the commencement date of a Pension a retiring Member or Deferred Member 
may commute for a lump sum: 
 
(a)  the whole of the Pension if it does not exceed the limit set by the relevant 

legislation from time to time; 
 
(b)  if the Pension exceeds the limit referred to in (a), not more than one-third of     

the Pension.”  
 

[4.2] It was argued that the complainant failed to understand the rules of the 
respondent, the applicable legislation, in particular the provisions of 
paragraphs (c), (ii) and (dd), under the definition of “pension fund” in the 
Income Tax Act of 1962 and General Note 16 of the Second Schedule to 
the Income Tax Act. It was submitted that the apposite portion of the 
General Note states the following: 

 
“that not more than one-third of the total value of the annuity or annuities to which 
any employee becomes entitled, may be commuted for a single payment, except 
where the annual amount of such annuity or annuities does not exceed R1 800 or 
such other amount as the Minister of Finance may from time to time fix by notice 
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in the Gazette.”   
 

[4.3] It was further stated that the respondent is not allowed to pay the 
complainant his full fund credit in the sum of R59 040.71 as it is in excess 
of the R1 800 referred to in the Income Tax Act. 

 
[4.4] Further, it was argued that the complainant was advised that he will not be 

paid a lump sum benefit as a single payment and that he has three options 
regarding the payment of his pension. It is submitted that the complainant 
refused to accept any of the three options. Moreover, it was contended 
that the reasons why the complainant should make a choice regarding his 
pension were explained in a letter that was sent to him by Mrs Rudolph on 
21 January 2005. The three options available to all members of the 
respondent are set out in Rule 5.1 of the respondent’s rules, which reads 
as follows:  

 
“ 5.1.1 The Pension payable to a Member on his retirement shall be of such 

amount as can be purchased by his Fund Credit, or his Paid-up Benefit 
in the case of a Deferred Member, less any amount commuted in terms 
of Rule 5.3. The Pension shall be paid from the Fund in accordance 
with Rule 7.  

 
  5.1.2  Prior to the commencement of his Pension, each retiring Member shall 

be required by the Trustees to elect the terms on which the Pension is 
to be paid to him. Such election shall be made on the basis of the 
information provided to the Member by the Trustees, in consultation 
with the Actuary, and shall be exercised by the Member in writing to 
the Trustees. The options available to the Member are set out below:  

 
(a) to receive a single Pension payable to him for life and in such 

case no Pension shall be payable to his Eligible Spouse on his 
death; 

 
(b)  to receive a Pension during his lifetime of such reduced value as 

decided by the Actuary in order to provide a Pension equal to 50 
per cent of the Pension in payment to the Pensioner at the date 
of his death, to be payable to his Eligible Spouse on the 
Pensioner’s death after the five year period referred to in Rule 
6.1.4.1; and 

 
(c)  to receive a Pension during his lifetime of such reduced value as 

decided by the Actuary in order to provide a Pension equal to 
100 per cent of the Pension in payment to the Pensioner at the 
date of his death, to be payable to his Eligible Spouse on the 
Pensioner’s death after the five year period referred to in Rule 
6.1.4.1.”   

 
[4.5] It was further submitted that the complainant’s pension can only be paid in 

terms of Rule 7.1 of the respondent’s rules, which reads as follows: 
 

“Each Pension payable in terms of these Rules shall be paid from the               

Fund.”  
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[4.6] Moreover, it was pointed out that the complainant has an option of 

commuting one-third of his fund credit, which amounts to R19 678.27, and 
taking a pension of between R52.22 and R71.9 per week, depending on 
the choice he make.  

 
5. Determination and reasons therefor 
 

[5.1]  The payment of a pension benefit and the terms thereof are regulated by 

the rules of the fund. It is trite law that the rules of a fund are paramount 

and binding on all the parties (see Tek Corporation Provident Fund and 

Others v Lorentz 1999 (4) SA 884 (SCA) at 894 B-C and section 13 of the 

Act).  

 

[5.2]  In casu, it is clear the Rule 5.3.1 of the respondent’s rules provides, inter 

alia, that if the pension exceeds the limit set by the relevant legislation 

from time to time, a member may commute for a lump sum not more than 

one-third of the pension. Further, this is in accordance with the Income 

Tax Act of 1962 which requires that not more that one-third of the total 

value of the annuity or annuities to which any employee becomes entitled, 

may be commuted, except where the annual amount of such annuity or 

annuities does not exceed R1 800 or such other amount determined by 

the Minister of Finance. It follows that the rules of the respondent do not 

provide for the payment of a benefit in a single lump sum if it exceed the 

limit set by the Income Tax Act.  

 

[5.3]  It was submitted, on behalf of the respondent that the complainant’s fund 

credit amounted to R59 040.71, which is in excess of the amount of R1 

800 referred to in the Income Tax Act. The complainant is, therefore, not 

entitled to receive his pension benefit in the form of a lump sum. The 

complainant is only entitled to receive up to one-third of his fund credit and 

the remaining two-third will be paid to him in the form of a monthly 

pension. 

 

[5.4] The complainant also stated that he was not informed about the procedure 

for the payment of benefits at the time when he was retrenched. However, 

according to the papers before me it is clear that the terms on which the 

complainant’s pension will be paid were explained in a letter that was sent 

to him on 29 July 2005. The letter also stated that he has three options 

regarding the payment of his pension. Moreover, it is indicated in the letter 

that was sent to the complainant on 21 January 2005 that he meet with 

Mrs Norton in May 2004, who gave him the option form to complete and 

also explained the contents thereof.  However, it is submitted that the 
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complainant refused to sign the option form. The fund indicated further 

that it has not received the complainant’s option form to date despite 

requesting it on several occasions. Therefore, the complainant’s 

submission that he was not informed about the procedure for the payment 

of his pension benefit or the terms thereof cannot be sustained.  

 

[5.5] In the result, the complaint cannot succeed. 

 
 
DATED AT JOHANNESBURG ON THIS            DAY OF                       2007. 
 
 
Yours faithfully 
 

 
     
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 


