BUILDING INDUSTRY PENSION AND PROVIDENT FUNDS

The main important difference between the pension and provident, is the type of retirement benefit which the member will receive – please see point 2.

DIFFERENCES

	1.   Contributions

	The weekly contribution is approximately 15% of your wage, which also covers the cost of the insured benefits and administration.  Your contributions plus the nett employer contributions are accumulated with interest to provide your benefits.

	PENSION FUND
	PROVIDENT FUND

	Your wages are taxed after your contribution to the pension has been deducted.  (You pay slightly less tax).
	Your wages are taxed before your provident fund contribution is deducted.  (You pay slightly more tax).

	2.   Retirement Benefit

	Your monthly pension will be based on the amount that you have accumulated as a fund value made up by your nett contributions plus interest.
One-third of your pension entitlement may be taken in a cash lump sum and the balance will  be utilised to purchase you a monthly pension for the rest of your life. 

Pension increases are considered annually.
	You receive a single cash lump sum equal to your fund value made up by your nett contributions plus interest. No further payments are made by the fund and you will have to invest your money to provide yourself with income for the rest of your life

OR

You may choose to purchase a monthly pension, in which case increases will also be considered annually.


Frequently Asked Questions

	1.
	Will I pay more as a member of the Pension or Provident Fund?
	No.  Your contribution to either scheme will be exactly the same.

	2.
	Will I pay more or less tax under the Provident Fund on my contributions?
	If you are a member of the Provident Fund, you will pay tax on your whole income, including your Provident Fund contributions.  If you are a member of the Pension Scheme, you do not pay tax on the pension contributions.  Your tax is calculated on income after deduction of your pension contributions.

You will therefore pay more tax on your wages if you join the Provident Fund.

	3.
	What is the difference in my benefit on retirement?
	From the Pension Fund you may choose to receive a maximum of one-third of your benefit as a cash lump sum and the balance as a pension for the rest of your life.  If, because of a poor contribution record, your fund value is less than R75.000 (1/10/2007) the full value of your pension will be paid as a lump sum.

If you join the Provident Fund, you will receive the full benefit in cash in respect of your future contributions made from 1 November 1977.  Your past contributions to the Pension Scheme will provide a pension benefit as detailed above.

	4.
	Will I pay more or less tax under the Provident Fund when I retire?
	The lump sums paid under both schemes are tax free up to a certain amount, based on service and earnings (income tax formula).  Under the Provident Fund the value of the benefit of your own contributions are also tax free because you paid tax on them each week.
Income tax is payable on the pension received from the Pension Fund.  However, unless you have another source of income on retirement, you will probably find that your pension will not be subject to tax because of tax rebates and because income below a certain level is tax-free.

	5.
	Is there a difference in my benefit if I leave the building industry before retirement?
	No, you will receive the same benefit under both schemes;  that is a return of your and the nett contributions of your employer plus interest.

	6.
	What is the difference in the benefit payable in respect of funeral, death or or on my disablement while a member of the scheme?
	There is no difference between the Pension Fund and the Provident Fund in the benefits payable on funeral, death or disablement.
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