
Our purpose at Atleha-edu is to help ordinary South Africans save and invest for a 
better tomorrow.  

We do this through Financial Sector Code (FSC)-compliant awareness and 
interactive education programmes focused on retirement fund trustee, management 
committee member and fund member awareness and education initiatives, such as 

this short article. 

This short article is funded by Swiss Re Corporate Solutions and supported by  
the ASISA Foundation.

SOUTH AFRICA’S TWO-POT 
RETIREMENT SYSTEM

One of the key objectives of the government’s retirement reform programme and the 
two-pot system is to encourage employees to save and provide adequately for retirement, 

ensuring they retire with sufficient savings and income to last them during retirement.

Introduction
On 29 July, National Treasury released the 2022 Draft Revenue 
Laws Amendment Bill for public comment until 29 August 2022 
to introduce a two-pot system for retirement savings. This 
system will allow members of retirement funds to access up 
to 33% of their pension savings once a year, while preserving 
the rest for retirement. This is seen as a better way to provide 
emergency access to funds to support their members without 
their having to resign to access their pension or provident funds. 
The two-pot system has a proposed implementation date of 1 
March 2024.

According to Moneyweb, the introduction of the two-pot 
system will ultimately mean that members will have three 
retirement pots. These are a vested pot, the savings pot, and 
the retirement pot.

“All retirement savings accumulated up to the date when 
the proposed two-pot legislation takes effect will be classified 
as their vested benefits. The current conditions attached to 
these vested benefits are expected to remain unchanged, with 
members being able to make a withdrawal from their vested 
benefits should they resign, be dismissed, or be retrenched.”

From the date the two-pot system is introduced, all 
retirement fund contributions will be allocated to a savings pot 
and a retirement pot. Fund managers will allocate 33% of their 
contributions to the savings pot and the rest to the retirement pot.

The lesser of two evils?
With the cost of living outpacing income growth, many members 
are struggling to make ends meet and save for retirement at the 
same time. This leads to some members resigning from their 
employer in order gain access to their retirement savings to pay 
off debt and meet their basic needs. In many of these cases 
members do not have new employment opportunities they can 
pursue successfully.  

One of the key objectives of the retirement reform 
programme that includes the implementation of the two-pot 
system is to encourage fund members to continue saving for 
retirement while providing limited access to retirement savings 
for emergencies.

Ten things about the two-pot system for retirement savings 
An article by the law firm Webber Wentzel lists the top 10 
aspects of the two-pot system according to the draft legislation. 
We have summarised these below:
1. Existing members of funds do not have to re-enrol to 

access the two-pot system, as existing funds will be 
adapted to accommodate it. Each fund will have to review 
its rules to do so.

2. Contributions will remain tax-deductible up to the specified 
caps, but any contributions that are more than 27,5% of 
taxable income, or R350 000 a year, can flow only into the 
“retirement pot”.

3. All contributions and growth that are accumulated before 
the implementation date (the “vested pot”) will have to be 
valued on the date immediately prior to implementation 
to enable the vesting of rights. The conditions that were 
attached to those contributions will remain in place.

4. In terms of the legislation, the “savings pot”, together 
with the “retirement pot”, will start to accumulate from the 
implementation date.

5. Any amounts withdrawn from the “savings pot” will be 
included in the member’s taxable income for that tax year 
and taxed at the relevant rate.

6. Only one withdrawal from the “savings pot” may be made 
a year, at a minimum of R2 000. All or a portion of the 
“savings pot” may be withdrawn, up to the allowable 
withdrawal date each year.

7. When a member reaches retirement age, the member may 
add the “savings pot” to the “retirement pot” to purchase an 
annuity or may withdraw the full amount in the “savings pot” 
as cash, which will be taxed according to the retirement 
lump-sum tables.

8. On retirement, the total amount in the “retirement pot” must 
be used to purchase an annuity. The minimum amount that 
can be used to purchase an annuity is R165 000. Amounts 
less than the minimum amount in the “retirement pot” may 
be withdrawn as a lump sum.

9. Before retirement, it is still possible for a member to 
withdraw funds from the “vested pot”, and as before, this 
withdrawal will be taxed according to the retirement lump-
sum tables.

10. Although no amounts may be transferred out of the 
“retirement pot”, transfers may be made into it from the 
other pots (“vesting”, “savings”, or “retirement”). The 
“retirement pot” and the “savings pot” must be held in the 
same retirement fund.

Conclusion
The two-pot system will be mandatory for all retirement funds, 
and employers will not be allowed to opt out of the system. 
This is so as to avoid a situation where one of the objectives of 
the reform programme is undermined by some members being 
denied access to their savings and resorting to resigning from 
their jobs in order to access their funds for emergencies or to pay 
down debt. Fund administrators will be expected to adapt their 
administration systems to effectively and accurately allocate, 
account for and report on all contributions and withdrawals 
across the “pots” of all members.

According to Moneyweb, The Association of Savings and 
Investment South Africa (ASISA) has suggested that fund 
administrators be granted 18 months to make the necessary 
provisions and changes to their systems and processes.

To learn more about Atleha-edu NPC and our CFE funders and partners, please download our information brochure here.
Do you have a question you would like us to address in a subsequent article? 
If so, please send your questions or suggestions for article topics by email to:  

info@atleha-edu.org

References
Webber Wentzel | Moneyweb | Moonstone

“All retirement savings accumulated up to the date when the 
proposed two-pot legislation takes effect will be classified as 

their vested benefits." 

SHORT ARTICLE SERIES

www.at leha-edu.org

Atleha-edu
Speaking life into investment decisions

https://atleha-edu.org/wp-content/uploads/2022/08/Infographic_About-Atleha_20220810_v01.03.pdf
mailto:info%40atleha-edu.org?subject=
mailto:info%40atleha-edu.org?subject=

