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How will the TWO-POT RETIREMENT SYSTEM wor
for the GEPF?
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What is TWO-POT RETIREMENT SYSTEM?
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- The Two-Pot Retlrement System enables members of a retrrement fund to access a smaII portlon of tl)élr As from 1 SEPTEMBER 2024, members wrll be automatlcally enrolled into the Two-Pot Retlrement i
retirement savmgs before they retire for emergency purposes. The majority of members’ retirement savings . System as there is no option to opt out. Any beneflts that a member earned from the date they joined
will remain “preserved,” until the member retires. The Two-Pot Retirement System is for any South African the GEPF until 31 August 2024 will be allocated. to the “vested pot" Pension savmgs up to that date
who has apensron fund, provident fund, retrrement annurty, or preservatreniund 7 g : , ‘will also be ringfenced into the * ‘vested pot”, and the existing GEPF rules will contrnue to apply. The

\ \ f e 7 ' ' new system is only applicable to active members. A transfer of 10% of the earned benefits, capped
The Two-Pot Retirement System will d|V|de rhembers benefits into two separate pots: a savrngs pot and at R30 000, will be allowed from a vested pot as “seed capltal” mto the “savings pot”. However it is

‘a retrrement pot. This will start from September 1, 2024. For the GEPF, benefits based on one-third of ~  worth noting that the 10% applles where a member has less than R300 000 in their vested pot, but if a
member’ sl pensionable service will be allocated to the savings pot, while the benefits based on the remaining member has more than R300 000, a maX|mum of R30 000 can be transferred into the savmgs ‘pot. The
two-thirds of pensionable service will be directed to/{he retirement pot. Members will have the option to make = “seed capital” wrll be |mmed|ately accessrble to members as of 1 September 2024 from the savrngs pot.
one taxable withdrawal per year from the sav;hgé pot provrded that the balance has reached a m|n|mum e A e By :
threshold of R2,000. ‘ “ { ot v : ~From 1 September 2024, the_be'nefi,t,s,.,‘that_ members will earn, wil_lbe divlded into two pots:
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asavings potwhere the benefits based onone- th|rd of pensronable service will be aIIocated :

and which will be accessible before retirement if required. There will be a once-off automatic 3
transfer of the seed capltal from the vested pot to the “ savmgs pot as an openlng value.

What is the difference between the three pots? T SR s A O

a retirement pot where the beneflts are based on two-thirds of penS|onabIe service WI|| be
allocated for funding members regular pension in retirement. This pot will be preserved until
the retlrement date. However, accessible upon death, divorce, or any retirement.

One withdrawal FES ‘ W Rt 0 ¥ From 1 September 2024, for every year of future ‘pensionable service, 4 months wrll be allocated to
In a tax year et 5 o ~ the savings pot and 8 mon-ths ﬂwll be allocated to the retirement pot. GEPF mémbers will have their

: pensronable service d|V|ded |nto three drstlnct records. o L )
| allowed before . : ] : i ;"f :
retirement First, theres the Vested Servrce Perlod for members who joined before 1 September 2024 marklng
e P i their servrce up 31 August 2024. Secondly, the Savings Service Period accounts for one-third of service
from 1 Septembér 2024. Lastly, fhe Retirement Service Period covers the remalnlng two-thirds of
pensronable service from 1 September 2024. The balance in each pot wrll be the actuarral interest
; '_ determmed from the respective service per|od allocated to each pot sy _
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» Things for GEPF members
to be aware of:

A ; : e Al The benefits that members accrue in the different pots will be determined based on the
Retirement ‘ - Retirement savings from

: , A S 2k . pensionable service periods.
t : 1 September 2024 75 - : :
3‘? iltljr;]gussltjgoc;4 A o e ey Wy f . : L g O The transfers between the different pots are not taxable.

Withdrawals on exits from the Fund will be taxed at retirement tax table. Savings withdrawal
benefits from the savings pot will be taxed at a member’s marginal tax rate.
The current provisions related to the payments of benefits to beneficiaries of deceased
members will apply to payments from the retirement pot (i.e., the beneficiary will continue to
receive an annuity).

\ _ If a member divorces, a withdrawal will be made from all the three pots.
The vested pot balances will be payable on all forms of exit and will be based ona When a member withdraws from the savings pot, there will be a reduction in years of
fixed pensionable service. The balance in this pot wil however not be fixed as it will » pensionable service EXAMPLE
change with changes in the salaries and actuarial factors. It's important to note that
the calculation of these savings WI|| adhere to the existing GEPF Rules.

A member has 15 years vested service, 4 months
15 years savings service and 8 months retirement service.
Such a member has 16 years of total pensionable
service. Assuming that they have an actuarial interest
of R873 000 and that they withdraw an amount
of R18 150 from the savings pot. Such a member
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One withdrawal
in a tax year

The savings pot will be accessible on all forms of exit. In addition, r'ne'm‘bers will ) ; 4 months would lose 4 months of service from the savings pot

total pensionable service would reduce to 15 years
retirement service 8 months. The withdrawal has led to them losing 4
months of pensionable service. This will lead to them

=16 years of total receiving a lower benefit in retirement than if they did
pensionable service not withdraw.

/‘ be able to make one withdrawal from this pot once in a tax year, subject to the pot T- Hence after the withdrawal. the member would still
, having a minimum balance of R2 000 Such a savings withdrawal benefit will be savings service have 15 vears of vested se’rvice N6 savinas service
C__—_ added to your taxable income and will be taxed at the member’s marginal tax rate. It + > Y ) ’ 9
A and retirement service of 8 months. Such a member
I is crucial to understand that any savings wrthdrawal benefits will resultin a reductlon 7N L
5] 2 sinad : % C L would now have actuarial interest of R854 850 and the
m pensionable service. et , , _ ...7 8 months
| savings

Savings

No withdrawals
allowed before The retirement pot is focused on long-term security and is meant to have restricted

bl access. This pot can only be accessed on death or at retirement. No withdrawals will
be allowed before retirement. The retirement pot balances will be used to purchase
a regular pension in retirement. However, if the balance of the retirement pot is
R165 000 or less, then a full cash withdrawal is possible, If a member emigrates,
they will not be able to access the money from the retirement pot for three years.
Payouts from this pot will be taxed at the retirement tax table rate.

Going forward, members will have three different pensionable service records relating to the
pensionable service allocated to each pot.

From 1 September 2024, members will only be able to access the vested pot and savings
pot as a lumpsum on resignations. Members will not be able to access the retirement pot
on resignation. Instead, members will be required to preserve the pot within the GEPF and
receive a deferred pension in retirement or to transfer it to another retirement pot of an
approved retirement fund.
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