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The two-pot system is here!

1 September 2024 - Sunday




We are going to cover:

o1

Communication

Experience so far - anecdotal
What are the most frequently
asked questions and things
members don’t understand well?
Potential problems

Bonus material it we have time J

Two-Pot Retirement Syste




V\/hy do We ha\/e the tWO_pOt Two-Pot Retirement System 02
system? The two main aims

Preservation Access to cash

Now Two-Pot Now Two-Pot

Insufficient preservation - Some amounts can’t be Members of funds can only Allowing members to access a
members leave employment and cashed out before retirement - access their retirement savings portion of their retirement savings
cash out their retirement savings, encouraging South Africans to (before retirement) if they resign without leaving employment

so retirement benefits are poor save more for retirement from employment

Less known More known

Keep some money in the fund Get some money out the fund




What are the pots?

From 1 September 2024

Vested pot

L

@

Savings pot

Two-Pot Retirement System

Retirement pot
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Communication
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Communication )|

A More than the usual willingness by members to engage /A

A General industry experience: communication is not landing L
well - -

A Misunderstandings perpetuated by (a) complex concepts A y
(b) low general understanding (c) misinformation.

A Members are generally not wanting information further than \_ A
the savings withdrawal benefit information for now. 7 7

A Multiple channels and opportunities required l

A |In person works best in my view, with time for questions, but \ \
not always possible - /i__

A Own language can be important

A What is your experience? - @

e e
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Some unofficial anecdotal information




Some unofficial anecdotal
|nf0rmat|0ﬂ (SO fa r> Courtesy of FA News, News 24,

Moonstone, IOL, The Citizen

Old Mutual 190 00 in first 2 days on wats apy

Sanlam 20,000 members applied 5 500 calls to call centre in first 2
days. 70,000 calls about the two
pot system. Average claim amoun
remained steady at R20 000. 750
increase in call volumes during th
first few days of September,
compared to previous years,
peaking on 4 September at close
7 500 calls antivhatsApps

Alexander Forbes 30 000 (R400 million in assets) 560 000 in 2 weeks. Last Thursde
received 150 000 withdrawal
claims in 25 minutes

Metropolitan 11 400 11 400 members used chatbot an
asked about savings pot in first 3
days

GEPF 17,050 savings pot withdrawals 40,000 members indicated plans |
Increasing every day. withdraw by Friday last week

X
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Private security Sector Fund Said 80% of its membership had
shown interest in applying for
withdrawal
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—Xperience

A+

_,/

A Many administrator deluged by huge number of claims

A Systems mostly holding up across the industry but there are some
technical issues — access and speed (slowing/preventing claims)

A Straight through processing, manual, wats app, call centres, chat
bots, portals

\
\

A
y

A Huge number of interactions with members (don’t want to read)

TN A, A dB A 4
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What are the most frequently asked questions

and things members don’t understand well?
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Can the employer, the fund or
the members change the %
split between the savings pot
and retirement pot

No, this is set in law




The retirement pot and savings pot fill TworPot Retirement Systerr
up from 1 September 2024

From 1 September 2024 Total net contributions per month from 1 September 2024

(e

I — — T v e . *:---'r .

Vested pot Savings pot Retirement pot
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Can my employer, fund or
decide to stay out of the
two-pot system?

No, except for ‘Older members’
exception

*Note: the two-pot system does not apply to pensioners




Sygnia Limited Two-Pot Retirement System 12

[t's past 1 September — why
don’t [ have R30 000 in my
savings pot?

Starting balance amount
See process slide




Members get a once-off starting TwoPot Retirement System °
balance in their savings pot
(seeding) from the vested Pot

< — 10%

up to
RéOpOOO)

Vested pot Savings pot Retirement pot



OﬂCG‘Off Startir‘g ba‘ance in Two-Pot Retirement System 10
savings pot on 1/9/2024
(seeding) examples

Starting balance in your savings pot:

10% of everything you have saved in the fund at 31 August 2024, capped at R30 000 (Once-off. Never again)

Example 1 Example 2

A On 31 August 2024, Jane has R100 000 in the fund

A10% of R100 000 is R10 000.

A That means Jane has R10 000 in her savings pot in the
fund on 1 September 2024

A On 31 August 2024, Sipho has R400 000 in the fund
A10% of R400 000 is R40 000

A But, the 10% is capped at R30 000
A That means Sipho has R30 000 in his savings pot in
the fund on 1 September 2024

A Not everyone gets R30 000 as a starting balance in their savings pot
AIf you have saved R300 000 or more in your fund on 31 August 2024 - you will receive R30 000 as a starting balance
A If you have saved less than R300 000 in your fund on 31 August 2024 - you will receive 10% of that — so less than R30 000 as a starting balance
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How do | claim?

Per fund/ administrator answer
Some systems and administrators
are inundated, slowed down

Make sure member info is up-to-date
Use the method they tell you to use
e.g. portal

oo oo Tx
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[t’s past 1 September — can |
have my money now?

Process

A Contributions received
to 31/8/2024

A Unit pricing

A Seeding (starting
balance)

A Claims and processing
A Tax
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Sygnia Limited

What Is the maximum amount

| can take from my savings
pot? Is it R30 0007

Not it is not R30 000

't is whatever you have in
your savings pot
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Lots of confusion with people
thinking that R30 00 Is the
MOoSt you can take out of your
savings pot — incorrect




What is the maximum amount | can take
from my savings pot? Is it R30 0007

Starting balance (10% of what you have saved already at 31/8/2024)
capped at R30 000

Plus

One —third of contributions every month
Plus

Investment return

Less what you take out, fee and tax

Two-Pot Retirement System

Savings pot

11
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| have R2 000 in my savings
pot, but | only got paid X
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Sygnia Limited

| didn’t know | was going to
get taxed on the money | take

out of my savings pot?

And the fund took off a
transaction fee?




There are some ‘rules’ for taking money
out of your savings pot while you are still
employed (savings withdrawal benefits)

R2 000 is the smallest amount + Savings withdrawal benefits
(before tax and any fee) can be taken once every tax
year

_|_

Savings withdrawal benefits Taxed at your own marginal
are taxed rate before it is paid to you

Two-Pot Retirement System

Savings pot

12
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Why was there so much tax
taken off the money | took
out of my savings pot?

Penalty and arrear tax +
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Amount of tax
Anecdotal iInformation:

Metropolitan: Metropolitan clients’ Sars directives revealed that the average tax rate

for withdrawals is 36%, indicating that those applying for access to their funds fall

into the R40 000 per month middle income category, rather than the lower income

bracket as predicted.

Sanlam: “Over the past two days, tax directives requests have been submitted and

received back from Sars without delays. Roughly 1% of the tax directive requests

have been rejected by Sars, and for 13% of the requests, Sars issued an IT88,”

Courtesy of FA News, News 24 and
Moonstone, IOL, The Citizen




Sygnia Limited

IS this a scam by Government
to take my retirement fund
money — IS my retirement
fund money still safe?

This is not a Government scam-— although SARS
will receive tax paid on savings withdrawal
benefits

Two pot does not change the safety of your
retirement fund

Two-Pot Retirement System

12
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DO my Investments
choices/portfolios change as
| go into two pot?

No, your investments do
not change
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Does my Investment return
go to all 3 pots?

Yes it does
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What about it my
employment terminates
because | am retrenched?

Pension and provident funds

Benefit is the same as other terminations
of employment

But: Treasury will reconsider this
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Why didn’t | get my whole
benefit when my employment
terminated (before
retirement)?




thdrawal benefit: pension & provident et retrementsyster
nat is paid if employment terminates?

==

+

Vested pot Savings pot Retirement pot
Taxed ITO retirement fund withdrawal Taxed at your marginal rate Stays in the fund or transferred to
lump sum tax tables (some tax free) another fund tax free

Can take it if not taken some in that tax year.
Part in caslg transfer the rest off along with the othe

what is not taken in cash Can take it on termination of employment if you

have not taken it in that tax year already.

All in cash the other pots can stay on the fund, or
transfer off (what is not taken in cash

If your savings pot is small — less than R2000.

25
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' Likely to cause problems...




Member does not understand/ does not want to
understand:

Savings withdrawal benefit will not be paid on 1

September or even the first half of September

Not having R2 000 in the savings pot to withdraw

Not getting the full R30 000 as a seeded amount

The tax on the SWB coming as a surprise

Arrear tax being taken off their SWB

A transaction fee being deducted (if there is one)

Being liable for more tax on their SWB when they

are assessed for tax at the end of the year

aSYOSNXRa y20 3ISGGAYIT GKSANI

retirement pot when they leave employment

(especially retrenchment)

Retiring and not having much cash and more

annuity paid

A Approved section 14 transfers not permitting SWB
payments from the transferor fund

A Arrear contributions being highlighted (more

Adjudicator complaints and court cases)

Likely to cause problems,
other than claims process
problems -

Te o Do Do oo e Do

To

SWB = savings withdrawal benefit (taking money
out of you savings pot)



Leanne van Wyk
lvanwyk@sygnia.co.za

Thank You!

September 2024




Disclaimer

Sygnia Limited (“Sygnia”) is a specialist financial services group headquartered in South Africa focusing on
the provision of investment management and administration solutions to institutional and retail clients
located predominantly in South Africa.

The information and opinions contained in this presentation are of a general nature and are not intended to
address the circumstances of a particular individual or entity. The information in this presentation is not
intended as, nor does it constitute, financial, tax, legal, investment or other advice. Sygnia does not act as an
advisor or in a fiduciary capacity towards the recipient(s).

While reasonable care was taken to ensure that the information contained in this presentation is accurate,
Sygnia does not warrant its accuracy and accepts no liability in respect of any damages and/or loss suffered
as a result of reliance on the information in this presentation. Sygnia’s business procedures, processes,
policies and structure may change from time to time and may differ at certain times from that presented
herein.

Please note where Sygnia has stated that a particular issue is not in law or under discussion, those matters
may not occur or could be legislated differently.

There are differing interpretation of how the two-pot legislation applies and these are our views only. Our
views and interpretations may change.

Copyright and Confidentiality:

This presentation and its content is owned by the Sygnia Group and is protected by copyright and other
intellectual laws. All rights not expressly granted are reserved. This presentation contains confidential
information and is intended only for the individuals who were present at this presentation or who received a
copy of this presentation directly from Sygnia.

The purpose of the confidential information presented is solely to educate about the two-pot system as we
understand and interpret it now and may not be used for any other purpose.

Sygnia

Inter-Group Relationships:

Financial products such as policies of insurance and/or collective investment schemes described in this
presentation are issued by Sygnia Life Limited and Sygnia Collective Investments RF, companies that are
related by common shareholding to Sygnia. Sygnia has a conflict of interest policy to manage any conflicts of
interest. This policy is available on request.

Financial Service Providers in the Group:

Sygnia Asset Management: CAT II/IIA Discretionary FSP (FSP registration no. 873)

Sygnia Life Limited: CAT I/Il FSP (FSP registration no. 2935)

Sygnia Financial Services: CAT I/1I/1lIl LISP and approved Section 13 B Administrator (FSP registration no.
44426)

Sygnia Securities: CAT | FSP and member of the JSE (FSP registration no. 45818 )

Information about Sygnia:
Physical address: 7th Floor, The Foundry, Cardiff Street, Green Point, 8001

Postal address: PO Box 51591, The Waterfront, 8002
Tel: 021 446 4940

Fax: 021 446 4950

Email: info@sygnia.co.za



Why are you asking me about divorce
and maintenance, it Is none of your
business...

Two-Pot Retirement System

Savings pot

12



Upcoming Pension
Funds Act changes

+ +)

1. There is an existing 2. There is a pending
divorce order or divorce order or

maintenance order maintenance order

Summary

A member may not be
able to take a savings
withdrawal benefit if:

3. The fund has given the 4. The employer has sued 5. The employer is suing
member a housing loan the member because of the member because of
or guaranteed a housing misconduct and got a misconduct and

loan for the member judgement — not executed judgement pending

vet - 12 months

_|_




What are we still waiting for?




Where are We Two-Pot Retirement System
with the legislation?

Changes to the Income Tax Changes to the Pension Funds
Act for two-pot Act for two-pot

Revenue Laws Amendment Act 12 of 2024 - enacted Pension Funds Amendment Act -enacted

Plus draft Revenue Laws Second Amendment Bill 2024 - still to go through Parliament

Current plang enacted after 1/9/2024 but made retrospective/ retroactive to 1/9/202




Two-Pot Retirement System

s anything changing for ‘older’ members?




Who falls within the
older member categor

Provident fund 55 or older on Still a member

member on 1 March 2021 of the same
1 March 2021 provident fund




Specific category of
older members

A Choose to be in two-pot system or out of it
A By default out of the two-pot system
A Irrevocable, once-off choice, can’t change your mind afterwards

A Anytime. Choose within one year of 1 September 2024, so before 31 August
2025

A Also gets a starting balance in the savings pot. Calculated at 31/8/2024.
Calculated on the last day of the month the member opts in:

A Also - 10% capped at R30 000

A If you transfer off the fund — automatically in two pot

1. Member of a provident fund on 1 March 2021

2. Who was 55 years of age or older on 1 March 2021

Two-Pot Retirement System

31

3. Still member of the same provident fund

Vested pot

* In Revenue Laws Second Amendmentdgilbt law yet




SpeCIfIC Category Of Two-Pot Retirement System 32
older members

If out two pot system: 1T In two pot system:
A Everything carries on as it is now A After election date: will have a savings pot (including
A Contributes to vested pot and nothing will change starting balance) and a retirement pot
A The whole retirement benefit can be taken in cash A Contributions after the election date in the retirement
on retirement oot will have to be annuitised on retirement (unless de
AWon’t be able to take a savings withdrawal benefit minimus applies)
(in employment) A So, will not get what is in the retirement pot in cash -

must annuitise it (unless de minimus applies)

1. Member of a provident fund on 1 March 2021

2. Who was 55 years of age or older on 1 March 2021

3. Still member of the same provident fund \




Wi
tire it | take money out of my

e

'l have

essS money when |

savings pot?

A Many people don’t have enough money when
they retire

A Taking retirement savings out of the savings pot
reduces a member’s retirement benefit

A And it means the member can take less retirement
savings in cash when they retire

A It may also push you into a higher tax bracket

Two-Pot Retirement System

Savings pot

13
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am a new member of the
fund, why don’t | have a
vested pot?




[T a member joins a fur

(neve
oras

- saved before),

From 1 September 2024

Vested pot

L " :
— e &

Savings pot

d from 1 September 2024
‘hey will not have a vested pot
arting balance (seeding) in their savings pot

Retirement pot

08
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All funds - [




