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The Two-Pot
Retirement System:

An update from Sanlam Corporate

Fraud prevention for emergency savings withdrawals

In the 3rd edition of the two-pot update newsletter shared in October 2023, we highlighted the
substantial fraud risk all stakeholders are exposed to, in circumstances where we allow members

to enter unverified banking details on the member portal when withdrawing from their emergency
savings pot. We have no doubt that syndicates and unscrupulous credit providers will exploit such a
process to either defraud members of their retirement savings or use it for non-intended purposes.

To counter this, we have developed several lines of defence.
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Employer-preloaded
salary bank accounts

Our most important line of
defence is to enable Employers
to pre-load members’ salary
bank account details on the
employer portal - where
they’ll also be able to make
updates when needed. This
means that when members log
into the member portal, their
salary bank account details will
be pre-populated and non-
editable. Members only need
to complete certain fields,
such as the withdrawal amount
and agree to the terms and
conditions.
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Employer submitted
requests

Very similar to the withdrawal
process at resignation, the
alternative is for the Employer to
receive the emergency savings
pot withdrawal request directly
from the member and submit
it via the employer portal. In
this case the Employer will be
able to input the member’s
bank account details, for
example, if the member wishes
for the emergency savings pot
withdrawal to be paid into a
different account than their salary
bank account.
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Personal details
verification

We will also verify members’
personal details with the bank
before processing any claim.
Additionally, members will
receive an SMS (where the
claims is submitted by the
Employer) or a one-time pin
(where the claims is submitted
by the member) during the
withdrawal process to ensure
security.
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https://www.retirementfundweb.co.za/Login

Income tax:
New requirements
for tax directives

SARS recently published a draft document
outlining new requirements when the Administrator
applies for a tax directive. SARS requires a

tax directive for the emergency savings pot
withdrawal, similar to other withdrawals and
Please note that, to manage the cost Section 14 transfers.
of implementing the two-pot system,
we will not process manual emergency
savings pot withdrawals where there

is an existing employer-employee
relationship. It therefore is important
for employers and members to register

on their respective portals.

One fundamental change to these requirements is
that the Administrator must provide a tax number
for all members, including those who fall below the
tax threshold. Therefore, members below the tax
threshold can only make an emergency savings
pot withdrawal if they are registered for tax. SARS
is expected to issue a formal notice to employers
explaining this change, and we will keep you
informed when that notice is published.

Withdrawal at termination of employment

The two-pot system complicates withdrawals when an employee exits from a retirement fund. For example,
currently when a member resigns, they select one option for their entire fund credit - such as cashing out,
preserving in-fund, or transferring to another fund.

When the two-pot system comes into effect, members may need to make separate choices for each pot, as
the tax treatment of the three pots differs at resignation and retirement. The tables below illustrate these
changes:

Benefit payment before retirement (Resignation/retrenchment)

Vested Pot Emergency Savings Pot | Retirement Pot

» Take part or full cash
» Preserve in-fund

» Transfer to another Fund
with other pots

- Take part or full cash,
except if emergency
savings pot withdrawal
made in the same tax year.
If the balance in the pot is
R2 000 or less, a further
withdrawal will be allowed

» Preserve-in fund, but must
transfer if part cash taken
from vested pot

» Transfer to another Fund
with other pots

» Cannot take anything in
cash

» Preserve-in fund, but must
transfer if part cash taken
from vested pot

» Transfer to another Fund
with other pots

Withdrawal tax tables

PAYE

Non-tax event




Retirement

Vested Pot Emergency Savings Pot | Retirement Pot

- Vested fund credit take » Take part or full cash » Take as cash if 2/3rds of
full or part cash . non-vested fund credit +
» Purchase a pension .
« Purchase a pension _ retirement pot below R165
» Preserve in/out of fund 000

» Non-vested fund credit
1/3rd taken in cash; 2/3rds
purchase a pension. » Preserve in/out of fund

Can take all in cash if 2/3rds
+ retirement pot below R165
000

» Preserve in/out of fund

» Purchase a pension

Retirement tax tables. Retirement tax tables. Retirement tax tables.
R550 00O tax free, not R550 00O tax free, not R550 00O tax free, not
impacted by emergency impacted by emergency impacted by emergency
savings pot withdrawal savings pot withdrawal savings pot withdrawal

Member education and
engagement

Member education is key in helping our members
understand the changes that the two-pot system
brings about. We are running several initiatives
and campaigns to raise awareness and provide
information to members. Click below to access
complimentary educational material you are
welcome to use or share with your teams.

Contact us

We trust you found the information in this

newsletter informative.

Please feel free to contact us at

2pot.sc@sanlam.co.za should you have

gueries, questions or ideas to share with us.



https://employee-benefits.freshdesk.com/support/solutions/articles/48001256054-two-pot-infographics
https://www.youtube.com/watch?v=h9tfLcpD_bk
mailto:2pot.sc%40sanlam.co.za?subject=

We’re happy to report that we have completed this development and include screen prints of the
employer portal.

Our next step is to test the functionality with selected Employers, before making it available to all,
well in advance of 1 September 2024.
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Sanlam Life is a Licensed Life Insurer, Financial Services and Registered Credit Provider (*NCRCP43)




