
Have you heard of the�  
two-pot retirement system?
The new legislation may prevent the all-too-common  
practice of people resigning from their jobs in order  
to access their retirement savings.

From 1 September 2024, we’ll see a shift in retirement funding - contributions �will be split 
into two components, commonly known as the two-pot retirement system. One pot is 
designed for future retirement needs and cannot be accessed until retirement. The other 
is intended to provide a lump sum at retirement but �can be used for immediate financial 
needs in an emergency. 

Existing retirement fund at � 
31 August 2024

Vested component 

All contributions made � 
before 1 September 2024 � 

+ investment returns 

We have created a product-specific tool that can help you to understand the impact of your clients’ savings pot withdrawals, on both their fund value 
and any shared-value boosts and benefits. This tool is available on Adviser 360. 

Note: Although the savings component can be accessed once a tax year, it is designed to only be used in 
emergencies. Making several withdrawals from the savings component before retirement can have a dramatic 
impact on your retirement outcome.  

Seed capital + one-third of each 
�contribution from 1 September 2024 � 

+ investment returns 

Two-thirds of each contribution � 
after 1 September 2024 � 

+ investment returns

Savings component Retirement component

Seed capital: Lower of  

�10% OR R30,000

1/3 2/3

Contributions after � 
1 September 2024



Gary withdraws his savings 
component on 1 September 2024

The amount Gary will � 
receive after tax:

R30,000 – R10,800

Gary’s marginal tax rate

= R19,200

PLUS early exit fees of R4,238 that 
�reduce his remaining fund balance

Gary preserves this  
R30,000 �until retirement

The future value of this R30,000 � 
if Gary chooses not to withdraw:

R136,978 taxed at 0%

The first R550,000 is tax-free �in line  
with the retirement lump-sum tax tables

Scenario 01

Case
study

R300,000 saved in a Discovery Retirement Optimiser �with a current monthly 
contribution of R5,000

On 1 September 2024:

R270,000

Vested component

Meet Gary: 
Age: 

40 

Retirement age: 

65 

Marginal tax rate: 

36% 

Investment return before  
administration fees:

10%

Product rules, terms and conditions apply. 

For the Discovery Retirement Annuity Fund: 37469, the Discovery Investment Retirement Annuity Fund: 37787, the Discovery Preservation Pension Fund: 37760, and the Discovery 
Preservation Provident Fund: 37759, collectively referred �to as ‘the Funds’.

This document is meant only as information and should not be taken as financial advice. For tailored financial advice, please contact your financial adviser. Examples and figures are for 
illustrative purposes only. The value of investments �may go down as well as up and past performance is not necessarily a guide to the future. Fluctuations or movements in exchange rates 
may also cause the value of underlying investments to go up or down. This document does not include �the full details of how our investment plans work. The information in this document 
must be read with the relevant fact files. Discovery Invest is an authorised financial services provider (registration number 2007/005969/07).

Retirement component

R0

Savings component 

Gary’s seed capital

R30,000

Scenario 02

WHAT HAPPENS TO HIS BOOST?

The boost is designed to incentivise clients to remain invested until retirement. If clients withdraw part of their retirement savings 
before retirement, the boosts and benefits will be proportionately reduced.

Discovery Retirement 
Optimiser benefit/boost

Value of Gary’s boost on  
1 September 2024

Boost value after 
withdrawal

Reduction in the benefit 
value at retirement

Life Plan Optimiser R40,000 R36,000 R18,000

Retirement PayBack Booster R25,000 R22,500 R5,000

Contribution Boost R15,000 R13,500 R9,000

Total value of this loss at retirement: R32,000 
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