NEWSLETTER

September 2009            for the members of The Building Industry Pension Scheme (Western Province) and The Building Industry Provident Fund (Western Province)
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1.
NOTE FROM THE PRINCIPAL OFFICER
Dear Members

I trust that this newsletter will find you in good health and that the letter will be interesting and informative.  Your feedback is always welcome and appreciated.
The past year has been a tough year when it comes to retirement funds and investments, but, as always, there is definitely light at the end of the tunnel and I can feel a spirit of optimism creeping back into the South African public and business environment.
You can always be assured that your Board of Trustees is looking for ways and means to enhance your investments and ensure that your fund stays relevant in today’s day and age.

Enjoy reading this newsletter and make sure your family also reads it.  Keep it in a place where they can find it and read it again when necessary.
Henry Strydom

Secretary: Building Industry Bargaining Council (Cape of Good Hope)

Principal Officer of the Pension and Provident Funds
2.
TRUSTEES AND SERVICE PROVIDERS
Chairman
W Vorster

Employers’ Representatives

W Vorster

A Keal
DJ Strauss

RHM Johnson

D Hattingh

Members’ Representatives
MT Ntsomi
RC Damon

J Brown

PM Hlengisa

W Poni

Principal Officer

HJ Strydom

Consultants

Gawie du Toit : Simeka Consultants & Actuaries

Johann Stassen : Financial Services
Administrator

Sanlam : Employee Benefits

Actuary

André Krüger : Simeka Consultants & Actuaries

3.
STATISTICS OF YOUR FUND
The following figures give an indication of the growth and benefits payable for the two fund years ending 2007 and 2008 respectively.

	PENSION SCHEME
	2007
	2008

	Active Members
	23 942
	23 964

	Annual Contributions
	R56 346 866.11
	R60 579 668.38

	Benefit Payments

-   Death

-   Retirement

-   Resignation
	R  9 080 126.58

R21 633 344.61

R44 622 182.22
	R10 214 006.52

R37 437 626.74

R50 284 677.62

	Total Benefits paid
	R75 335 653.41
	R97 936 310.88


	PROVIDENT FUND
	2007
	2008

	Active Members
	13 420
	15 551

	Annual Contributions
	R29 683 032.39
	R38 690 185.45

	Benefit Payments

-   Death

-   Retirement

-   Resignation
	R  1 610 418.86

R  1 834 937.88

R 5 115 446.07
	R  2 565 764.28

R  3 006 530.89

R  8 345 017.00

	Total Benefits paid
	R 8 560 802.81
	R13 917 312.17


Dormant members:

The fund also holds a liability for dormant members.  A dormant member is considered a dormant member if he/she has not returned a contribution in the previous two contribution years.  A contribution year runs from 1 November to 31 October every year.

4.
INVESTMENTS
The total assets of the two funds were invested as follows on 1 August 2009

Pension Scheme :

Asset Composition on 1 August 2009
R 1 055 339 350
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Provident Fund:

Asset Composition on 1 August 2009
R 148 345 824
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In the year to 1 August 2009, market sentiment has improved considerably.  Over this time the investments under the Pension Scheme have returned 5.6% while those under the Provident Fund have generated returns in the order of 7.9%. These positive returns mark a departure from the negative values seen recently.  These returns are especially remarkable when compared to the median of the Alexander Forbes South African Equity Manager Watch over the last year which was -4%. This equates to an outperformance of 9.6% and 11.9% for the Pension Scheme and Provident Fund respectively.  Pleasing short-term per-formance is always satisfactory but retirement saving involves a long-term strategy.  In this respect both the Pension Scheme and Provident Fund have delivered positive annualised returns since inception in the order of 16.9% and 15.5% respectively.

We illustrate the effect of the long-term growth of an investment of R 100 in each of the Building Industries funds made in November 2002.  In each fund, such an investment would have nearly tripled!

R100 invested in the Pension Scheme would be worth R287 while the same amount in the Provident Fund would be worth R 265 on 1 August 2009.
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5.
FUND REPORT
The Trustees continuously review benefits and costs in the best interests of members.

The Board, in consultation with its consultants, ensures that a healthy balance exists between benefits payable on death, disability and retirement.

The main aim is to increase the portion (percentage) of member and employer contributions that is utilised for retirement.  This percentage has in fact increased from 34% in 2003 to 74% in 2009.  This increase will have a huge effect on the final retirement benefits payable to members.

The following graph shows the amount utilised for retirement benefits on an annual basis.
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6.
LIFE STAGE
The Trustees of your Fund have approved a life stage portfolio which will replace the existing investment strategy of the Fund.
This decision has been taken in the interest of all members and will go a long way to making the process of saving towards retirement much easier. Because your contributions to the life stage portfolio will automatically be saved in an investment that suits your risk profile, you do not have to worry about your investment being placed into a portfolio that does not fit your particular risk profile.  As you get older, your investment portfolio will change in order to preserve the contributions you have made towards your retirement.  Because the life stage portfolio ensures that young members are not invested in conservative assets and old members are not invested too aggressively, you stand the best chance of growing your contributions to purchase a pension when you retire.  It couldn’t be easier!  Remember, to grow your retirement savings, you should not cash in your benefit when you change jobs.
The life stage product consists of three separate portfolios:

Accumulation Phase:  Represents the period - typically more than six years before retirement in which growing your retirement savings is of paramount importance.  The accumulation phase is characterised by investment in equities (shares) with a correspondingly greater exposure to risk.  This enables you to capitalise on the potential long-term growth associated with investment in the equity market together with the power of compound interest to have the best chance of accumulating a retirement value with which to buy a pension.
Consolidation Phase:  This phase commences about two to six years before retirement.  The risk exposure of the investments in this phase is lower than that of the investments in the accumulation phase.  This lower risk offers the opportunity to protect the capital accrued during the accumulation phase.  There is, however, still an equity component to the consolidation phase with the aim of capital growth as you approach retirement.
Preservation Phase:  Approximately two years prior to retirement and up to retirement age your investment will be switched to underlying investment portfolios typified by low-risk investments such as cash or low equity portfolios.  The preservation phase protects and preserves the capital generated in the previous phases with the aim of reducing volatility and capital loss near to the time when an annuity needs to be purchased.

7.
EDUCATIONAL INFORMATION
THE POWER OF PRESERVATION

The message to members could not be clearer.  The power of preservation is amazing.
The scope of non-preservation

The current world-wide trend in the labour market indicates that people are moving between jobs more often. In terms of the current laws, a member who resigns or is retrenched can request payment of the withdrawal benefit in cash every time he or she changes jobs.

Using this money to settle debt or to finance the purchase of lifestyle goods such as furniture, clothing or property may not appear to have a big effect on one’s final retirement income, but it does.

The effect of non-preservation

We calculated the effect of not preserving retirement savings over various time periods.

The size of the contribution that will be required in order to retire with a pension of 75% of pre-retirement salary increases significantly every time a withdrawal is made and the lump-sum benefits are not reinvested in the fund.

As a base case, we consider a member who will contribute to one or more funds without making any withdrawals over their full active working life of 35 years, with expected investment returns in excess of a Consumer Price Index (CPI) of 5%.  We assume that the member starts contributing to the fund at age 25 and will retire at age 60.

In this scenario, as per the table below, the member needs a net contribution rate for retirement of 13,3% to retire with a replacement rate of 75%.

We ignore the effect of expenses in our analysis and assume that after retirement at age 60, the member survives for another 20 years.

A member who takes a withdrawal benefit in cash after the first 5 years at age 30 and who continues to contribute to his (new employer’s) retirement fund while making no further withdrawals until retirement, will have to contribute 18% in total, at an expected real return of 5%.

Should this member withdraw his or her benefits again at age 35, the required contribution rate jumps to 25.5%.  When invested in a moderate portfolio, it already becomes impossible for a member to save tax-efficiently under the fund.  When investing in a conservative portfolio, the required contribution would have been 34.3%!

Should the member withdraw his or her benefits again at age 40, a contribution of 25.9% will be required.  For most persons, such a large contribution will be very difficult to make.  The result is that the member will not be able to retire comfortably and must prepare to accept a decline in their standard of living.

Urgent need for education
The implications to you, as a fund member who may be considering spending your retirement savings, are very serious.  The negative impact on your future living standards as a result of short term spending cannot be emphasised enough.

As our results have shown, once the money is spent there may be no option, even after many years, of recovering your savings.  We would urge you to pay serious attention to this message and to attend any retirement seminars or education sessions on this topic.
	Contribution Rates Required to Obtain a
Pension of 75% of Salary

	Real Rate of Return
	3.0%
	5.0%
	7.0%

	   No Withdrawal
	 20.6%
	 13.3%
	  8.3%

	   First 5 years withdrawn
	 26.3%
	 18.2%
	 12.3%

	   First 10 years   withdrawn
	 34.3%
	 25.5%
	 18.5%

	   First 15 years withdrawn
	 46.3%
	 36.9%
	 28.8%


DEATH PLANNING

Important considerations on the death of a family member
The recent untimely death of a friend highlighted the need for an answer to the question - Joe’s just died, what do we do now?

The Death is not something we like to think about but we need to make sure that our affairs are in order, so that surviving family members are not caused further undue and totally unnecessary hardship.

Here are a few practical steps to assist you:

1. Finalise the funeral and obtain the death certificate.  Without the death certificate the Executor cannot proceed.  (Ideally everyone should have some form of funeral policy – otherwise family members are burdened with the costs).
2. Determine if the deceased had a Will.  If so, make contact with the Executor of the Will and get the necessary documentation for completion as soon as possible as the administration of a deceased estate is a lengthy process.  If the deceased did not have a Will then the next-of-kin will need to make contact with the Master of the High Court in their area.
3. If you were married in community of property or if the deceased was a co-signatory on the bank account (“joint bank account”), make sure that in the case of in community of property your own bank account is not frozen, and where you were both signatories on the bank account that you open your own account immediately, as the “joint account” will be frozen.
4. The bank account of the deceased is frozen which means that no money may be taken out of the account.  Money can still be deposited into the account, e.g. pension fund payments.  Funds in the form of monthly debit orders may still leave the account, however you will not be able to withdraw cash from the account once it is frozen.
Once the Executor is in a position to close the bank account the beneficiaries will be informed and given the necessary documentation to transfer the debit orders.
5. The Executor is obliged to deal with the firearms.  If the beneficiary already has a firearm licence and a safe, the Executor will allow the beneficiary to keep the firearm in safekeeping until such time as he/she can proceed with transfer thereof.
If the beneficiary does not have an existing firearm licence, the firearms will be handed to the Executor for safekeeping until such time as the beneficiary has obtained a licence for the firearm.
6. The checklist provided at the end of this document will assist you, during your lifetime, to compile all the necessary documentation and in so doing, ease the burden on your family.
By taking note of the few simple steps recommended above, you can reduce the anxiety experienced by those left behind.
DOCUMENTS AND INFORMATION REQUIRED BY AN EXECUTOR
	1
	Original Death Certificate and BI-1663 Notification of Death Form

	2
	Identity Document of deceased

	3
	Name, address of employer & salary number of deceased

	4
	Details of Pension Fund

	5
	Name, address & reference number of Medical Aid Society

	6
	Income tax details (including details of accountants)

	7.a
	Name, address and telephone number of deceased's usual doctor

	7.b
	Name, telephone and case numbers from Police Station should the deceased have died of unnatural causes (e.g. motor vehicle accident, suicide, etc)

	8
	Partnership agreement and name, address of partners

	9.a
	Particulars of Close Corporation or Business

	9.b
	Name and number of Auditor/Accounting Officer

	10
	Details of divorced and predeceased spouses

	11
	Ante nuptial contracts, divorce agreements and maintenance agreements

	12.a
	Title deed in respect of fixed property

	12.b
	Rates & taxes account and/or details of Body Corporate or the Managing Agents

	13
	Original registration certificates in respect of motor vehicles

	14
	Firearms - to be handed to the Executor for safekeeping 

	15
	Certificates / details in respect of timeshare

	16
	Share Certificates (stock exchange or private companies)

	17
	Hire & letting contracts

	18
	Cheque books, investment statements, credit cards, ATM cards

	19
	Insurance Policies - whether payable to the estate or to a third party

	20
	Details of short term insurance (motor vehicle, contents of house, etc)

	21
	Accounts owing by the deceased

	22
	Copies of Identity Documents of beneficiaries and marriage details

	23
	Copies of birth certificates of minor beneficiaries


8.
NOMINATION OF BENEFICIARIES
Why should beneficiaries be nominated?

Death benefits from the retirement fund do not form part of your estate on death and, consequently, cannot be distributed in terms of a will.  The only way in which you can give an indication of how the funds should be distributed when you die is by nominating beneficiaries.  However, the eventual distribution is subject to the discretion of the Board.  In terms of the provisions of section 37C of the Pension Funds Act (‘the Act’), any benefit payable by a fund upon the death of a member shall not form part of the assets in the estate of the member, but shall be dealt with in the following manner:

(a)
If the fund becomes aware of or traces a dependant(s) of the member within 12 months of the death of the member, the benefit shall be paid to one or all such dependants, as may be deemed equitable by the Board.

(b)
If the fund does not become aware of or cannot trace any dependant of the member within 12 months of the death of the member, and the member has designated in writing to the fund a nominee who is not a dependant of the member, the benefit or such portion of the benefit as is specified by the member in writing to the fund, shall be paid to such nominee only to the extent to which the benefits exceed the outstanding debt against the estate, if the estate of the member is insolvent.

(c)
If a member has a dependant(s) and the member has also designated in writing to the fund a nominee(s) to receive the benefit or such portion of the benefit as is specified by the member in writing to the fund, the fund shall within 12 months of the death of the member pay the benefit or portion thereof to such dependant(s) or nominee(s) as may be deemed equitable by the Board.

(d)
If the fund does not become aware of or cannot trace any dependant of the member within 12 months of the death of the member and if the member has not designated a nominee, the benefit shall be paid into the estate of the member or, if no inventory in respect of the member has been received by the Master of the Supreme Court in terms of the Estate Act, 1956, into the Guardian’s Fund.

In summary, the Act defines a dependant as any person:

· in respect of whom you were legally liable for maintenance;

· whom you were not legally liable to maintain, if such a person:



· was, in the opinion of the Board, upon your death in fact dependent on you for maintenance;

· is your spouse, including a party to a customary union according to Black law and custom or a party to a union recognised as a marriage under the tenets of any Asiatic religion, and including same-sex partners and life partners;

· is your child, including a posthumous child, an adopted child and an illegitimate child;

· in respect of whom you would have become legally liable for maintenance, had you not died.

Take the following into consideration when nominating a beneficiary:

(a)
If you die without nominating a beneficiary:

(i)
the Board will pay death benefits to the dependants on a basis that they regard as equitable.  In most cases a member’s spouse and those children who are regarded as dependants of the member are favoured;

(ii)
if the Board does not become aware of (cannot trace) any dependants within 12 months of your death, the benefits are paid to your estate.

(b)
If you nominate a beneficiary who is a dependant, the Board will attach great value to your nomination because you are the person who best knows the needs of your dependants.  Remember that personal circumstances of dependants can change after you have made a nomination and that the Board’s decision, made in the interests of your dependants, may be different from what your nomination indicates.

(c) If you nominate a beneficiary who is not a dependant:

(i) such a person will receive part of the death benefits in the proportion that the Board regards as equitable, taking into account any dependants;

(ii) if you leave no dependants, the Board will pay the death benefits or such portion thereof that you indicated, to the beneficiary/ies 12 months after your death, only to the extent to which the benefits exceed the outstanding debt of your estate, if the estate is insolvent.

Beneficiary forms

Members must please ensure that their beneficiary nominations are up to date.  Beneficiary nomination forms (BEN001) are available from Retirement Funds Help Desk.
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