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| investments when you die?

~  Here's what you need to know about these
'/ fivefinancial products when you pass away

Send suggestions for topics and requests for info to yourmoney@you.co.za.

'OU may have allife

policy, unit trusts

and aretirement

fund that you've
been contributing to for
years without giving much
thought to what will happen
to these investments in the
event of your death.

We asked Louis van Vuren
of the Fiduciary Institute of
Southern Africa to explain
what you need to know.

n RETIREMENT FUNDS

@® Pension benefits aren't part
of adeceased's estate and
are protected against creditor
claims (people or companies
you owe money).
@ Thetrustees of aretirement
fund decide how your benefits
are divided -evenif you have
nominated beneficiaries. The
trustees have12months to find
your dependants and decide
what each of themwill receive.
Dependants interms of the
Pension Funds Act include your
spouse, children and anyone
proven tobe dependent onthe
deceased at the time of their
death. For example, if the de-
ceased was divorced, got mar-
ried again and only nominated
their new spouse as the benefi-
ciary, the trustees should try
tofind outif there are children

We may answer your questions in this column but won't reply personally.

fromthe first marriage.
@ Althoughit's generally
expected that a spouse would
get half of the benefit if married
in community of property, it
doesn't apply to pension funds.
Death benefits froma pen-
sionfund aren't subject to the
law dealing with who owns what
inmarriage and as such are not
part of the joint estate.

E LIFE POLICIES

Life policies are protected
against claims by your creditors
under certain circumstances.

Howthe proceeds fromalife
policy are paid out depends on
whether there are nominated
beneficiaries or not.
® With nominated beneficiar-
ies, it's paid directly to them,
sonoexecutor’s fees apply.

@ If no beneficiary has been
nominated, the proceeds go into
your estate. A policy being paid
out toyour estate can ensure
there's cash that the executor
canuse to, forinstance, settle
your debts.

® Estate duty isthe tax payable
on that part of your estate that
doesn't go to your spouse. It can
be charged on proceeds of the
policy exceeding R3,5 million.

If alife policy is bequeathed
to asurviving spouse thenes-
tate duty wouldn't apply, but
it's possible other beneficiaries
couldbetaxed.

H UNIT TRUSTS

These investments become
part of your estate. They are
subject toestate duty and not
protected against creditors. The
executor of your estate divides
allyour assets to pay creditors
and heirs in your will.

Onreceipt of the deathnotice
from the executor, no further
transactions can take place
and the investment company
usually pays out the money or
transfers the units as directed
by the executor.

Executor's fees are also pay-
able for the administration or
distribution of these funds.

TAX-FREE SFVING
ACCOUNTS (TFSAs

These investments become
part of your estate. Interest

and growth on tax-free savings
accounts (TFSAs) are free from
income tax and capital gains tax
while you are alive and at your
death, but they aren't free from
estateduty.

TFSAs can be in cash, for
instance in bank accounts or
money market funds or unit
trusts, butregardless of where
the money isinvested, the rules
applicable tounit trusts (see
point 3) also apply here.

RETIREMENT
ANNUITIES

Aretirement annuityis an
investment vehicle you use to

TIP Even though the trustees of your retirement fund ultimately
decide onthe distribution of the proceeds, nominating
beneficiaries can speed up this process. It can also help the trustees

to ensure the money is allocated fairly between your dependants and
nominated beneficiaries.

save forretirement. The savings
accumulated areusedtobuya
life or living annuity (or a combi-
nation of the two) that pays you
an after-retirement income.
@ If you die before retirement,
the samerules apply as for re-
tirement funds. The only differ-
enceis that estate duty could
be payable if tax rules were not
followed while you contributed.
Afinancial advisor will be able
to check this.
@ If you have a living annuity,
you cannominate beneficiaries
toreceive the residual valuein
the event of your death. Your
beneficiaries should notify the
fund administrator how they
wish to receive their benefits.
There are three options: ben-
eficiaries cantake alump sum,
transfer the funds to aliving
annuity in their ownname or
combine these two options.
A certain amount could be
tax-free dependingonthe
deceased's withdrawal history.
Your beneficiaries will not pay
tax when transferring the full
benefit to aliving or life annuity
intheir name, but any income
received from it will be taxed
according to their personal
incometaxrates.
® The proceeds of a living annu-
ity aren'tincludedin the estate
and are not subject to estate
duty and executor’s fees. If you
haven't nominated beneficiaries
or they can't betraced it can
become part of the estate.
® Guaranteed life annuities
usually cease to pay out when
you pass away.d

GET MORE HELP HERE

» To find a fiduciary expert
in your region, go to fisa.net.za/
members/
» For more information about tax
go to sars.gov.za




