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UNDERSTANDING WHICH ASSETS CAN PROVIDE FASTER ACCESS,
GREATER LIQUIDITY, AND FINANCIAL SUPPORT TO YOUR
LOVED ONES WHEN THEY NEED IT MOST.
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—— NOT ALL ASSETS ARE TREATED THE SAME. —
THE RIGHT STRUCTURE TODAY CAN MAKE ALL THE DIFFERENCE TOMORROW.
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Assets That Do Not Form Part of Your Estate — A
Powerful Estate Planning Opportunity

Throughout this series, we have discussed the importance of estate planning, the role of a
Last Will and Testament, the hidden costs of death, and the delays that many families
experience during the estate administration process.

One of the most important estate planning principles is understanding that not all assets are
treated the same when you pass away.

Many people assume that every asset they own will automatically form part of their deceased
estate and be distributed according to their Will.

In reality, certain assets are governed by separate legislation or beneficiary nomination
structures and may be administered differently.

Understanding these distinctions can significantly improve estate liquidity, reduce delays, and
provide financial support to your loved ones when they need it most.

Why This Matters

When a person dies, assets held in their personal name generally become part of their
deceased estate.

Examples include:

e Bank accounts

e Unit Trust investments
e Share portfolios

e Properties

e Motor vehicles

o Loan accounts

e Business interests

These assets are typically frozen until the Executor has been appointed and the estate
administration process has progressed.

Depending on the circumstances, this process may take many months and, in some cases,
several years.

As we discussed in the previous article, this can create significant financial challenges for
surviving family members.

Fortunately, some assets may be dealt with differently.
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Retirement Funds — One of the Most Powerful Estate
Planning Tools

Many people are unaware that retirement funds are generally not distributed according to
your Will.

Retirement funds include:

e Retirement Annuities
e Pension Funds

e Provident Funds

e Preservation Funds

Instead, these funds are governed by the Pension Funds Act.

Upon death, the trustees of the retirement fund are responsible for identifying your financial
dependants and determining an equitable distribution of the benefit.

Why This Is Important
Retirement fund benefits generally:

e Do not form part of the estate for distribution purposes.
e Are not administered through the Will.

« May avoid Executor's fees.

« Can often provide beneficiaries with access to funds sooner than assets held within

the estate.

For many individuals, retirement funds represent one of the most efficient estate planning
vehicles available.
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Living Annuities

Living Annuities are treated differently from Retirement Annuities.

A Living Annuity allows you to nominate beneficiaries directly.

Upon death, the nominated beneficiaries generally have several options, including:
o Continuing the Living Annuity.
e Receiving a lump sum.

o Transferring the proceeds to another approved retirement product.

Importantly, Living Annuities often provide a relatively efficient mechanism for transferring
wealth to beneficiaries.

Because beneficiary nominations exist, the proceeds can frequently be dealt with separately
from the broader estate administration process.

Life Insurance Policies

Life Insurance can also play an important role in estate planning.

Where beneficiaries have been nominated correctly, policy proceeds may often be paid
directly to those beneficiaries.

This can provide immediate liquidity to:
o Cover household expenses.
« Fund education costs.
o Settle debt.
« Maintain financial stability.

Life insurance is often one of the fastest ways to create liquidity for a family following death.

However, policy ownership and beneficiary nominations should be reviewed carefully, as the
estate planning implications may differ depending on the policy structure.
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Tax-Free Savings Accounts (TFSAS)

Many investors assume that a Tax-Free Savings Account automatically bypasses the estate
administration process.

Unfortunately, this is not generally the case.

A TFSA still forms part of your estate and is generally distributed in accordance with your
Will.

However, TFSAs remain valuable estate planning tools because:
o All growth remains tax-free during your lifetime.
e No Capital Gains Tax arises on growth within the investment itself.

o Beneficiaries receive the proceeds as part of the estate.

While a TFSA may not avoid the estate process, it remains an efficient wealth accumulation
vehicle.

Unit Trust Investments

Unit Trusts and discretionary investments typically form part of the deceased estate.
As a result:

e They generally fall under the authority of the Executor.

o Executor's fees may apply.

o The estate administration process must be completed before final distribution.

This does not mean Unit Trusts are unsuitable.

It simply highlights the importance of understanding how different assets are treated within
an estate plan.
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Endowment Policies

Endowment policies can offer unique estate planning advantages.
Where beneficiaries are nominated, the proceeds may often be paid directly to beneficiaries.
Depending on the policy structure, this may:

e Improve liquidity.

o Simplify administration.

e Provide faster access to funds.

Endowments are often overlooked in estate planning discussions despite their potential
benefits.

Beneficiary Nominations Matter

One of the most common estate planning mistakes is failing to review beneficiary
nominations.

Many people:
o Nominate a spouse and later divorce.
o Forget to add children.
« Fail to update beneficiaries after major life events.

A beneficiary nomination made many years ago may no longer reflect your wishes.

As part of a comprehensive estate plan, beneficiary nominations should be reviewed
regularly.

Estate Planning Is About Liquidity
The greatest challenge facing many families is not necessarily a lack of wealth.
It is a lack of access to wealth.

Consider two individuals, each with assets worth R10 million.

This Document Is Copy Right Protected



Individual A

Assets held entirely within:
o Property
e Unit Trusts
e Share portfolios

All assets form part of the estate.

Beneficiaries may need to wait for the administration process to be completed.
Individual B
Assets include:
e Retirement funds
e Living Annuities
e Life Insurance
e Endowment structures
Beneficiaries may have access to certain funds much sooner.

Both individuals have accumulated the same wealth.

However, one estate may provide significantly better liquidity and financial security for
dependants.

Estate Planning Is Not About Avoiding the Law

A common misconception is that estate planning is about avoiding taxes or bypassing legal
processes.

In reality, effective estate planning is about:

o Understanding the rules.

e Using appropriate structures.
« Improving efficiency.

e Protecting beneficiaries.

e Creating liquidity.

The objective is to ensure that your family receives the maximum benefit from the wealth
you have accumulated.
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Questions to Consider

Ask yourself:

e Do I know which of my assets form part of my estate?

o Have I reviewed my beneficiary nominations recently?

e Will my family have access to cash if | pass away unexpectedly?

o Are my investments structured efficiently?

o Have I considered the estate planning implications of my investment choices?

These questions often reveal opportunities to improve an estate plan.

Final Thoughts

One of the most effective estate planning strategies is understanding how different assets are
treated upon death.

While some assets may be delayed by the estate administration process, others may provide
beneficiaries with faster access to funds and improved liquidity.

A properly structured estate plan considers not only how wealth is accumulated but also how
it will ultimately be transferred to future generations.

The objective is not simply to leave an inheritance.

The objective is to ensure that your family can access that inheritance efficiently, cost-
effectively, and with the least possible disruption.

In the next article, we will explore one of the most overlooked areas of estate planning and
answer an important question:

Part 6: Estate Liquidity — Will Your Family Have Access to Cash When They Need It
Most?

Note for accuracy

One point worth considering for your final publication: | would avoid saying categorically
that TFSASs are "outside the estate™ because they generally form part of the deceased estate.
This actually strengthens your educational message by allowing you to distinguish between:

o Assets that bypass estate distribution (Retirement Funds, certain Living Annuities,
beneficiary-nominated policies), and

o Assets that still form part of the estate but remain tax-efficient (TFSAs and many
discretionary investments).

That distinction will reinforce your credibility and technical accuracy with clients.
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FinEd — Empowering Better Financial Decisions Through Education

This article is intended for educational purposes only and should not be construed as
financial, tax, accounting or legal advice. Professional advice should be obtained before

implementing any financial strategy.
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