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RE: DETERMINATION IN TERMS OF SECTION 30M OF THE PENSION 
FUNDS ACT, 24 OF 1956 (“the Act”): ZF NOWATHA v WELKOM 
STATIONERS & PRINTERS PENSION FUND 
 
INTRODUCTION 
 
[1] This complaint concerns the commutation of a maximum of one-third of 

the retirement benefit due to the member of a pension fund and the 
purchasing of a compulsory lifelong annuity with the remaining balance. 

  
[2] The complaint was received by this office on 13 January 2006, and a 

letter acknowledging receipt thereof sent to you on 19 January 2006. On 
the same date, a letter was dispatched to the respondent requesting it to 
submit a response by no later than 10 February 2006. The response, 
dated 8 February 2006, was received on 14 February 2006, and was 
subsequently forwarded to you for a reply. No reply has been received 
from you.  

 
[3]  After considering all the written submissions before me I consider it 

unnecessary to hold a hearing in this matter. My determination and the 
reasons therefor are set out below. 

 
THE COMPLAINT 
 
[4] You are aggrieved by the refusal of the Welkom Stationers & Printers 

Pension Fund (“the fund”) of which you were a member until your 
retirement on 30 April 2005, to pay out the entire amount of the 
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retirement benefit due to you (R108 211.14) in terms of its rules. Your 
requested relief is that I order the fund to pay out the entire retirement 
benefit to you as a cash lump sum.   

 
THE RESPONSE 
 
[5] The fund states that as a registered pension fund, its rules compel it to 

pay a member, at normal retirement date, a pension as can be purchased 
by the member’s allocated share. 

  
[6] It goes on to state that you had initially, in completing the retirement 

notification form, indicated that you did not wish to commute any portion 
of your retirement benefit for cash, but had not indicated where the 
annuity was to be purchased from. According to the fund, a second form 
was faxed to it in May 2005 wherein you indicated that you wished to 
commute one-third of the retirement benefit (R36 070.38) for cash. The 
fund concludes that it subsequently received a signed proposal from Old 
Mutual instructing it to transfer the balance of your benefit to an Old 
Mutual policy, which instructions the fund complied with.    

 
DETERMINATION AND REASONS THEREFOR 
 
[7] The issue for determination is whether the fund may allow you to 

commute your entire retirement benefit for cash.  
 
[8] As a registered pension fund organization, the fund is bound by its rules 

and also by the applicable legislation, in this case, the Income Tax Act of 
1962.  Such is the binding effect of the rules that the board of a fund may 
not do anything with the fund’s assets, including the payment of benefits, 
unless it is authorized to do so by its rules:  (See: section 13 of the Act; 
Tek Corporation Provident Fund  & Others v Lorentz [2000] 3 BPLR 227 
(SCA) at paragraph [28]).  

 
 
 
[9] The relevant rule provision, rule 6.6 provides that the benefit payable at 

normal retirement shall be a pension as can be purchased by a member’s 
allocated share. There is no authority in the rule, for the fund to commute 
the entire benefit for cash.  

 
[10] In terms of the provisions of the Income Tax Act the Commissioner for 

South African Revenue Services has the power to approve any fund for 
tax purposes. Insofar as pension funds are concerned, section 1(c) (ii) 
(dd) provides that such approval shall not be granted unless the 
Commissioner is satisfied that the rules of the fund provide that no more 
than one-third of the total value of the annuities to which the member 
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becomes entitled may be commuted for a single payment, unless the 
annual amount of such annuities does not exceed R1 800 or any other 
amount as the Minister of Finance may from time to time fix by notice in 
the Gazette.  

 
[11] The annual amount of your total annuity exceeds the amount of R1 800. 

Were the fund to accede to your request to have your entire benefit paid 
out as a cash lump sum, it would be acting contrary to its rules. It would 
also probably lose its tax approval.   

 
[12] By reason of the foregoing factors, your complaint cannot succeed. The 

complaint is thus dismissed.  
 
 
SIGNED IN CAPE TOWN ON THIS  DAY OF  2008. 
 
 
 
Yours faithfully 
 
 
…………………………… 
MAMODUPI MOHLALA 
PENSION FUNDS ADJUDICATOR 
 
 
 
 

 
 
 
 


