Two-pot system
Frequently Asked
Questions (FAQs)

1. What is the Two-Pot System?

The Two-Pot System is a proposed new law for
retirement funds. It will allow retirement fund
members to access a portion of their retirement
savings before reaching retirement once per tax
year. Members will not need to leave their jobs for
them to access this benefit. It will be an industry
wide law, all retirement funds must comply to this
law.

2. When will the Two-Pot System law start?

01 September 2024.
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3. How will the Two- potsystem work?

Currently, your retirement savings go
into one component, but the Two-Pot
System will create three components for
you as a fund member:

The second component will be made up of
one third of your monthly retirement
fund contributions from 01 September
2024.

The third account will be made up of
two thirds of your monthly retirement
fund contributions.

4. How much will Ibe allowed to
withdraw?

From 01 September 2024, you will be allowed
to withdraw any amount from R 2000.00 that
is in your Savings Component. You, therefore,
cannot make a withdrawal that is less than R2
000.00 from the Savings Component.

5. What is Seed Capital?
10% of your current benefit, limited to R30
000.00 will be transferred into the Savings
Component, to give members a minimum
benefit to withdraw on 01 September 2024.

6. How much will be in my Savings

Component on 01 September 2024?
10% of your fund value will be deposited in this
account (as at 31 August 2024). Any member
whose 10% fund value is above R30 000.00 will
be capped at R30 000.00. Thereafter, the cap
will fall away and members will be able access
the entire value of the Savings Component,
provided that there is a minimum of R2 000.00.
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7. How will | be taxed if | make a withdrawal from
the Savings Component?

All withdrawals before retirement in the Savings-
Component will be taxed in line with your marginal
tax bracket. Marginal tax is derived from your
income tax. It is the tax applied when your salary is
taxed. Should you not withdraw your money in the
Savings-Component until retirement, Retirement
Tax Tables will then be applied. Remember
Retirement Tax Tables are more favorable to you
than the individual Income Tax Tables that
determine your marginal tax.

8. Am | eligible to be part of the Two-Component
System?
Every Fund Member who was below the age of 55
on 01 March 2021 will automatically be part of the
Two-Pot System. Fund members who were aged 55
or older on 01 March 2021 can choose not to be
part of the Two-pot system.

9. What happens to the benefit | have
accumulated in the Fund from prior years?
Your fund credit as at 31 August 2024 is referred to
as your Vested Benefit. The current rules will
continue to apply on that benefit, (You can still
withdraw this benefit when you are retrenched,
dismissed, resign or retire). If your Fund credit is
below R300 000.00 on 31 August 2024, a once off
10% is taken from this benefit and transferred into
your Savings Component for you to access from 01
September 2024. If your Fund Credit is above R300
000.00 on 31 August 2024, a once off
R30 000.00 will be taken from your Fund Credit and
transferred into the Savings Component for you to

access from 01 September 2024.

10. What happens to the Retirement Pot should |
resign from my employment?

The Retirement Component is kept up until

retirement. You will not be able to withdraw from

this Component until you reach the age of

retirement. At retirement, you will purchase an

annuity with the benefit in this component.

11. Is the Two-Pot System good for me?
The Two-Pot System will be beneficial if
members  withdraw from their Savings
Component during moments of real-life
emergencies. Emptying the funds in the Savings
Component every year can negatively affect your
retirement benefit in the long-term.

12. How many withdrawals will | be allowed
to make?

From 01 September 2024, you will be allowed
one taxable withdrawal, per tax year from your
Savings Component (once a year between
March 1 to February 28 or 29).

13. What can | do to make sure my
withdrawals will not negatively affect
my retirement benefit?

- Avoid making withdrawals when you do

not have a real genuine need for the

money.
- You can make additional voluntary
contributions to your Retirement

Component.
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SEED CAPITAL EXPLAINED:
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MEMBER 1 »w

R230 000.00
Fund Credit

Fund Credit as at
31/08/2024

10%- R23,000.00 will be accessible for withdrawal.

M

MEMBER 2

Fund Credit as at

R700 000.00

31/08/2024 Fund Credit

10%- R30 000.00 will accessible for withdrawal from 01
September 2024
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