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DEAR HUMAN RESOURCES OFFICERS  

New legislation effective 1 March 2015 affects Risk Category E members.  

One of the new legislative changes effective 1 March 2015 will affect the way income continuation disability (ICB) benefits are taxed.  

These changes are important to Local Authorities’ salary departments as it will affect these members’ take home salary.  Let’s take a 

closer look at the changes and who is affected. 

 

If a member who is in Risk Benefit Category E becomes disabled and the claim is approved by the insurer, the member will receive a 

monthly income of 75% of his/her pensionable salary as a monthly benefit, up to a  maximum of R130 000 per month.  Currently, this 

benefit is taxed as a normal income and tax is deducted on a monthly basis. 

 

With effect 1 March 2015, the monthly income disability benefit will no longer be taxed.  The risk cover cost (premium) that the 
member pays to the insurer for the ICB will be treated as a fringe benefit and taxed accordingly.  
 

The total risk cover cost for Category E is 3.25%, however only 1.25% thereof goes towards the ICB benefit.  The other 2% is to cover the 

members’ death and dread disease benefit.  Salary departments will have to record the 1.25% as a fringe benefit for tax purposes. 

 

The Fund will provide you with details of the affected members nearer the time to allow for the necessary adjustments to be 

implemented. 

 

Warm regards 

Your Fund Education Team 

 

 
Important Reminder:   

Risk Category D is closed for new members under the age of 50! 

When members elect to join Risk Benefit Category D, make sure that they are over the age of 50 or a councillor. 

 

Why would members consider additional voluntary contributions? 

The CRF is one of the top performing Funds amongst its peers, and it is because of the great returns that members often decide to 

make additional contributions towards the Fund to boost their retirement savings.  Members may make additional voluntary 

contributions (AVC’s) on a monthly basis or by means of a lump sum amount.   



 

The arrangement to have the AVC deductions made from their monthly salary is done through the finance/HR department.  It is 

important that the monthly contribution schedules reflect the normal contributions and additional voluntary contributions in separate 

columns.  The once off lump sum payment for AVC’s can be arranged directly through the Fund. 

 

Making additional voluntary contributions will have a direct impact on members’ financial planning, and we recommend that they 

speak to a financial advisor that that will be able to advise them on potential tax implications.  Please don’t hesitate to contact us 

should you require more information or further assistance.  

 

Financial planning – When is it a good idea to seek financial advice? 

Financial planning plays a crucial part when assisting members or their beneficiaries during important life events.  Here is a list of 

important events and why it is a good idea to seek financial advice. 

Event Why it’s a good idea? 

Resignation, dismissal 

or retrenchment 

Has the member considered the pros and cons of taking a cash lump sum?  If a cash lump sum is taken and 

not reinvested, the member could potentially lose a portion of their retirement savings and it is difficult to 

make up that gap at a later stage. 

Approaching 

retirement age (from 

age 50 years) 

The Fund offers qualifying members alternative investment options which enable members to protect 

themselves from volatile markets. 

Consulting with a financial advisor will enable the member to make informed investment decisions ensuring a 

retirement plan tailored to their needs. 

Life Events (marriage, 

divorce, birth of a child 

or death of a spouse? 

Important life events could require that a member reviews their risk cover in the Fund to determine whether 

they need to increase or decrease their death or disability cover. 

A financial advisor could assess the members’ personal needs ensuring that they have sufficient cover, and 

their loved ones are looked after when the unforeseen happens. 

Disability  Becoming disabled can be a distressing event that could render a member without an income overnight.  

Members of the Fund can make sufficient provision should they become disabled and by speaking to a 

financial advisor about the investment options when the benefit is payable.  This could ensure financial 

security. 

Death Dependents are often faced with uncertainty of whether they will be able to cope financially in the event of 

the death of a main member.  You can ensure that the member’s loved ones are looked after by informing 

them that their benefits can be reinvested ensuring that it is not squandered. 

 

Remember that each member’s financial situation is unique and it is important that they consult with either a broker or financial 

advisor to enable them to make informed decisions. Please feel free to refer our members to our call centre who can put them in touch 

with one of the Fund’s preferred financial advisors from Verso Investment Services.   
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