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WELCOME
 Giving people more confidence to save into a pension

Welcome to our Guide to New Pensions Freedom. 
7KH�*RYHUQPHQW·V�ÁDJVKLS�SHQVLRQV�IUHHGRP�
SROLF\�FRPHV�LQWR�IRUFH�RQ���$SULO������DQG�ZLOO�
JLYH�IDU�JUHDWHU�ÁH[LELOLW\�RYHU�ZKDW�VRPHRQH�FDQ�
GR�ZLWK�WKHLU�SHQVLRQ��7KH�QHZ�UXOHV�VKRXOG�JLYH�
SHRSOH�PRUH�FRQÀGHQFH�WR�VDYH�LQWR�D�SHQVLRQ�
EHFDXVH�WKH\�ZLOO�UHWDLQ�PXFK�PRUH�FRQWURO�RYHU�
WKHLU�PRQH\�

&XUUHQWO\��PRVW�SHQVLRQ�VFKHPHV�GRQ·W�DOORZ�
SHRSOH�WR�WDNH�VPDOO�DPRXQWV�RI�PRQH\�DW�
GLIIHUHQW�WLPHV��$OVR��DW�WKH�PRPHQW��DOO�SHQVLRQV�
DOORZ�����RI�SHQVLRQ�PRQH\�WR�EH�WDNHQ�WD[�
IUHH��EXW�PRVW�SHRSOH�KDYH�WR�WDNH�WKLV�OXPS�
VXP�ZLWKLQ����PRQWKV�RI�WKHP�EHFRPLQJ�HOLJLEOH�
IRU�WKHLU�SHQVLRQ�LQFRPH��7KH\�FRXOG�WKHQ�XVH�
WKLV�WR�EX\�DQ�DQQXLW\��ZKLFK�ZRXOG�SURYLGH�D�
À[HG�LQFRPH�WKURXJKRXW�UHWLUHPHQW�RU�FRQYHUW�
WKHLU�SHQVLRQ�SRW�LQWR�D�GUDZGRZQ�SROLF\�ZKHUH�
PRQH\�LV�LQYHVWHG�LQ�WKH�VWRFN�PDUNHW�DQG�
SHQVLRQHUV�WDNH�D�UHJXODU�LQFRPH�

7KH�QHZ�UXOHV�UHPRYH�WKLV�UHVWULFWLRQ�DQG�DOORZ�
SHRSOH�WR�VDYH��LQYHVW�RU�VSHQG�WKH�PRQH\�DV�

WKH\�ZLVK��&KDQJHV�LQFOXGH�IUHHGRP�WR�DFFHVV�
\RXU�HQWLUH�SHQVLRQ�IXQG��FKRLFH�RYHU�KRZ�WR�
UHFHLYH�WKH�WD[�IUHH�FDVK�IURP�\RXU�SHQVLRQ�IXQG��
FKDQJHV�WR�GHDWK�EHQHÀWV�DQG�FKDQJHV�WR�WKH�
FRQWULEXWLRQV�\RX�FDQ�PDNH�WR�\RXU�SHQVLRQ�IXQG��
$GGLWLRQDOO\��WKH�*RYHUQPHQW�LV�QRZ�PDNLQJ�IUHH�
JXLGDQFH�DYDLODEOH�RQ�WKH�RSWLRQV�\RX�KDYH�
ZKHQ�\RX�UHWLUH�

)URP���$SULO�������IURP�DJH�����ZKDWHYHU�WKH�
VL]H�RI�D�SHUVRQ·V�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�
SRW��WKH\·OO�EH�DEOH�WR�WDNH�LW�KRZ�WKH\�ZDQW��
VXEMHFW�WR�WKHLU�PDUJLQDO�UDWH�RI�,QFRPH�7D[�LQ�
WKDW�\HDU������RI�WKHLU�SRW�ZLOO�UHPDLQ�WD[�IUHH��
DQG�WKHUH�ZLOO�EH�PRUH�ÁH[LELOLW\��

3HRSOH�ZKR�FRQWLQXH�WR�ZDQW�WKH�VHFXULW\�RI�DQ�
DQQXLW\�ZLOO�EH�DEOH�WR�SXUFKDVH�RQH��DQG�SHRSOH�
ZKR�ZDQW�JUHDWHU�FRQWURO�RYHU�WKHLU�ÀQDQFHV�FDQ�
GUDZGRZQ�WKHLU�SHQVLRQ��7KRVH�ZKR�ZDQW�WR�
NHHS�WKHLU�SHQVLRQ�LQYHVWHG�DQG�GUDZGRZQ�IURP�
LW�RYHU�WLPH�ZLOO�DOVR�EH�DEOH�WR�GR�VR��

IT MAKES SENSE TO REVIEW YOUR RETIREMENT PLANS NOW

:KHWKHU�\RX�DUH�KHDGLQJ�IRU�UHWLUHPHQW�RU�DOUHDG\�D�SHQVLRQHU��WKH�FKDQJHV�FRXOG�DIIHFW�
\RX��7KH�QHZ�UXOHV�JLYH�FRQVLGHUDEOH�IUHHGRP�RI�FKRLFH��,W�KDV�QHYHU�EHHQ�PRUH�LPSRUWDQW�
WR�HQVXUH�WKDW�\RX�PDNH�WKH�ULJKW�FKRLFHV�DERXW�\RXU�SHQVLRQ�SRW��DV�WKHVH�GHFLVLRQV�ZLOO�
DIIHFW�\RX�IRU�WKH�UHVW�RI�\RXU�OLIH��,I�\RX�ZRXOG�OLNH�WR�UHYLHZ�\RXU�SDUWLFXODU�VLWXDWLRQ�DQG�
VHH�KRZ�ZH�FRXOG�KHOS�\RX�WDNH�IXOO�DGYDQWDJH�RI�WKH�QHZ�SHQVLRQV�IUHHGRP�UXOHV��SOHDVH�

FRQWDFW�XV�²�ZH�ORRN�IRUZDUG�WR�KHDULQJ�IURP�\RX�



WELCOME
*LYLQJ�SHRSOH�PRUH�FRQÀGHQFH�WR�
VDYH�LQWR�D�SHQVLRQ�

ACCESSING PENSION 
BENEFITS
*UHDWHU�FKRLFH�DQG�ÁH[LELOLW\�DERXW�
KRZ�UHWLUHHV�XVH�D�SHQVLRQ�SRW�WR�
IXQG�UHWLUHPHQW�LQFRPH

TRIVIAL COMMUTATION 
7DNLQJ�DOO�RI�D�SHQVLRQ�SRW�DV�D�
OXPS�VXP

PENSIONS FREEDOM 
���WKLQJV�DERXW�WKH�ZLGH�UDQJLQJ�
FKDQJHV�\RX�VKRXOG�NQRZ�

WHO BENEFITS FROM 
PENSIONS FREEDOM?
7DNLQJ�DGYDQWDJH�WR�OHJDOO\�
PLQLPLVH�WKH�WD[�SDLG�

PENSION FUND ACCESS 
IN FULL 
1HZ�OHJLVODWLRQ�DOORZV�LQFUHDVHG�
SD\PHQW�ÁH[LELOLW\

OPEN MARKET OPTION 
6KRSSLQJ�DURXQG�WR�REWDLQ�D�
KLJKHU�UDWH�

DEFINED BENEFIT 
PENSION SCHEMES
6DODU\�UHODWHG�SHQVLRQ�EDVHG�
RQ�WKH�QXPEHU�RI�VFKHPH�
PHPEHUVKLS�\HDUV�

DEFINED CONTRIBUTION 
PENSION SCHEMES
%XLOGLQJ�XS�D�SRW�RI�PRQH\�WKDW�FDQ�
EH�XVHG�WR�SURYLGH�DQ�LQFRPH�LQ�
UHWLUHPHQW�

DEFINED BENEFIT TRANSFERS
6DIHJXDUGV�WR�SURWHFW�SHQVLRQ�
EHQHÀWV

PAYMENT OPTIONS
'HÀQHG�EHQHÀW�SHQVLRQ�VFKHPHV�
EH\RQG���$SULO������

RETIREMENT PRODUCTS
7D[�UXOHV�DPHQGHG�WR�DOORZ�
JUHDWHU�LQQRYDWLRQ�

CASHING IN PENSION BENEFITS
1HZ�V\VWHP�WR�HQFRXUDJH�IXUWKHU�
SHQVLRQ�VDYLQJ�

TAX-FREE LUMP SUM 
ON DEATH
)UHHGRP�WR�SDVV�RQ�DQ�XQXVHG�
GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�

INCOME WITHDRAWAL
,QWHULP�UXOHV�IURP����0DUFK�����

INCOME WITHDRAWAL
5XOHV�IURP���$SULO�����
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From 6 April 2015, individuals will be
able to access and use their pension pot in 
any way they wish after the age of 55. 
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ACCESSING 
PENSION BENEFITS

T KH������%XGJHW�DQQRXQFHG�PDMRU�
FKDQJHV�WR�WKH�ZD\�WKDW�PHPEHUV�
RI�D�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�

VFKHPH�FRXOG�DFFHVV�WKHLU�SHQVLRQ�VDYLQJV��
,Q�0DUFK�������WKH�&KDQFHOORU�*HRUJH�
2VERUQH�DQQRXQFHG�FKDQJHV�WR�WKH�
SHQVLRQ�ZRUOG�ZKLFK�ZRXOG�UHYROXWLRQLVH�
WKH�ZD\�PHPEHUV�RI�GHÀQHG�FRQWULEXWLRQ�
VFKHPHV�FRXOG�DFFHVV�WKHLU�SHQVLRQ�
EHQHÀWV��7KHVH�ZLGH�UDQJLQJ�FKDQJHV�
PRYH�DZD\�IURP�LQGLYLGXDOV�EHLQJ�UHTXLUHG�
WR�SXUFKDVH�DQ�DQQXLW\�DQG�LQVWHDG�RIIHU�D�
QXPEHU�RI�GLIIHUHQW�RSWLRQV�IRU�GUDZLQJ�WKHLU�
SHQVLRQ�EHQHÀWV�

)URP���$SULO�������LQGLYLGXDOV�ZLOO�EH�DEOH�
WR�DFFHVV�DQG�XVH�WKHLU�SHQVLRQ�SRW�LQ�DQ\�
ZD\�WKH\�ZLVK�DIWHU�WKH�DJH�RI�����8QWLO�
WKHQ��WKH�UXOHV�DERXW�KRZ�PXFK�LQFRPH�WKH\�
FDQ�DFFHVV�DV�D�FDVK�OXPS�VXP�RU�WKURXJK�
LQFRPH�ZLWKGUDZDO�KDYH�EHHQ�UHOD[HG�

+LVWRULFDOO\��PDQ\�SHRSOH�KDYH�XVHG�WKHLU�
SHQVLRQ�SRWV�WR�EX\�DQ�DQQXLW\�WR�SURYLGH�D�
UHJXODU�UHWLUHPHQW�LQFRPH�²�DQG�WKLV�RSWLRQ�
ZLOO�VWLOO�EH�DYDLODEOH��%XW�WKH�FKDQJHV�EHLQJ�
LQWURGXFHG�RIIHU�UHWLUHHV�JUHDWHU�FKRLFH�DQG�
ÁH[LELOLW\�DERXW�KRZ�WKH\�XVH�WKHLU�SHQVLRQ�
SRW�WR�IXQG�WKHLU�UHWLUHPHQW�LQFRPH��

The changes come in two parts:

Q  Transitional�²�WKHVH�ZHUH�LQWURGXFHG��
� RQ����0DUFK�����

Q  Wider changes�²�WKHVH�ZLOO�FRPH�LQWR��
� HIIHFW�RQ���$SULO�����

Changes that took effect from 
27 March 2014
)ROORZLQJ�WKH�%XGJHW������DQQRXQFHPHQW�
LQ�0DUFK�������WKHUH�ZHUH�VHYHUDO�
WUDQVLWLRQDO�FKDQJHV�WKDW�FDPH�LQWR�HIIHFW�
RQ����0DUFK��������

These included:

Q  $Q�LQFUHDVH�LQ�WKH�WULYLDO�FRPPXWDWLRQ��
� OLPLW�IURP���������WR��������
Q  $Q�LQFUHDVH�IURP��������WR����������
� IRU�WKH�PD[LPXP�OXPS�VXP�WKDW�FDQ�EH��
� WDNHQ�IURP�RQH�VPDOO�SHQVLRQ�SRW�
� UHJDUGOHVV�RI�RWKHUV
Q  7KH�PD[LPXP�QXPEHU�RI�SHQVLRQ�SRWV��
� WKDW�FDQ�EH�FRPPXWHG�LQ�WKLV�ZD\�URVH��
� IURP���WR��
Q  7KH�PLQLPXP�LQFRPH�UHTXLUHPHQW�IRU��
� ÁH[LEOH�GUDZGRZQ�UHGXFHG�IURP���
� ��������WR��������
Q  $Q�LQFUHDVH�LQ�WKH�PD[LPXP�GUDZGRZQ��
� OLPLW��IURP������WR�����

THE GOVERNMENT LAYS DOWN STRICT GUIDELINES ON 
HOW MONEY IS TO BE PAID OUT IF YOU DIE WITHOUT 

MAKING A WILL. 

Greater choice and flexibility about how retirees use a 
pension pot to fund retirement income
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TRIVIAL 
COMMUTATION 

W KHQ�VRPHRQH�UHDFKHV�
UHWLUHPHQW��WKH\�FDQ�WDNH�XS�
WR�����RI�WKHLU�SHQVLRQ�DV�D�

WD[�IUHH�OXPS�VXP��FDOOHG�WKH�¶SHQVLRQ�
FRPPHQFHPHQW�OXPS�VXP·���7KH�
UHPDLQLQJ�����KDV�XVXDOO\�EHHQ�XVHG�
WR�SXUFKDVH�DQ�DQQXLW\��D�ÀQDQFLDO�
SURGXFW�WKDW�SURYLGHV�WKHP�ZLWK�D�
JXDUDQWHHG�LQFRPH�IRU�OLIH��RU�EHHQ�
OHIW�LQYHVWHG��DOORZLQJ�WKHP�WR�WDNH�D�
SRUWLRQ�RI�WKHLU�SHQVLRQ�SRW�HDFK�\HDU�
WR�SURYLGH�DQ�LQFRPH�²�NQRZQ�
DV�¶LQFRPH�GUDZGRZQ·�

+RZHYHU��LI�WKHLU�SHQVLRQ�SRW�LV�TXLWH�
VPDOO��WKH\�PLJKW�IHHO�WKDW�WKH\�ZRXOG�
SUHIHU�WR�WDNH�DOO�RI�LW�DV�D�OXPS�VXP�²�
WKLV�LV�ZKDW�WULYLDO�FRPPXWDWLRQ�PHDQV��
7KH�HQWLUH�SHQVLRQ�SRW�FDQ�RQO\�EH�WDNHQ�
DV�D�OXPS�VXP�LI�LW�LV�EHORZ����������8S�
WR�WKUHH�SHQVLRQ�SRWV�FDQ�DOVR�EH�WDNHQ�
WKDW�DUH�QR�ELJJHU�WKDQ���������HDFK�DV�
OXPS�VXPV�

:KHQ�VRPHRQH�WDNHV�RU�WULYLDOO\�
FRPPXWHV�WKHLU�SHQVLRQ�SRW��WKH�ÀUVW�����
ZLOO�EH�WD[�IUHH��KRZHYHU��WKH\�ZLOO�KDYH�WR�
SD\�,QFRPH�7D[�RQ�WKH�UHPDLQLQJ�����

The entire pension pot can only be taken as a 
lump sum if it is below £30,000. Up to three 
pension pots can also be taken that are no bigger 
than £10,000 each as lump sums.

Taking all of a pension pot as a lump sum
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WHen someone reaches retirement, 

they can take up to 25% of their 

pension as a tax-free lump sum

The remaining 75% has usually been 

used to purchase an annuity

The entire pension pot can only be taken as 

a lump sum if it is below £30,000

Up to three pension pots can also be taken that 

are no bigger than £10,000 each as lump sums
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PENSIONS 
FREEDOM 

Subject to the individual’s pension 
scheme rules, up to 25% of their pension 
pot will remain completely tax-free, 
as it was previously. 

10 things about the wide-ranging 
changes you should know

7KH�SHQVLRQ�V\VWHP�LV�FRPSOHWHO\�EHLQJ�
RYHUKDXOHG�WR�HQDEOH�LQGLYLGXDOV�WR�WDNH�WKHLU�

GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�KRZ�WKH\�OLNH�LQ�RUGHU�WR�
FUHDWH�JUHDWHU�FKRLFH�DQG�ÁH[LELOLW\��7KHVH�FKDQJHV�
ZHUH�DQQRXQFHG�LQ�%XGJHW�������)URP���$SULO�������
QR�PDWWHU�KRZ�PXFK�DQ�LQGLYLGXDO�GHFLGHV�WR�WDNH�
RXW�IURP�WKHLU�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�DIWHU�
UHWLUHPHQW��ZLWKGUDZDOV�IURP�WKHLU�SHQVLRQ�ZLOO�EH�
WUHDWHG�DV�LQFRPH��WKH�DPRXQW�RI�WD[�WKH\�ZLOO�SD\�
RQ�ZKDW�WKH\�ZLWKGUDZ�ZLOO�GHSHQG�RQ�WKH�DPRXQW�RI�
RWKHU�LQFRPH�WKH\�KDYH�LQ�WKDW�\HDU��DV�ORQJ�DV�\RX�
DUH����RU�RYHU��7KLV�LV�LQVWHDG�RI�EHLQJ�WD[HG�����IRU�
IXOO�ZLWKGUDZDO��DV�LW�KDV�EHHQ�SUHYLRXVO\�

1.
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7KH�SHQVLRQV�UHIRUP�FKDQJHV�KLQJH�DURXQG�
LQGLYLGXDOV�QR�ORQJHU�QHHGLQJ�WR�XVH�WKHLU�

GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�SRWV�WR�EX\�DQ�DQQXLW\��
D�SURGXFW�ZKLFK�W\SLFDOO\�SURYLGHV�WKHP�ZLWK�DQ�
LQFRPH�IRU�WKH�UHVW�RI�WKHLU�OLIH��,QVWHDG�WKH\�ZLOO�EH�
DEOH�WR�NHHS�WKHLU�SHQVLRQ�LQYHVWHG�DQG�GUDZ�RQ�LW�DV�
UHTXLUHG��RU�HYHQ�FDVK�LQ�WKHLU�HQWLUH�SHQVLRQ�

6XEMHFW�WR�WKH�LQGLYLGXDO·V�SHQVLRQ�VFKHPH�
UXOHV��XS�WR�����RI�WKHLU�SHQVLRQ�SRW�ZLOO�UHPDLQ�

FRPSOHWHO\�WD[�IUHH��DV�LW�ZDV�SUHYLRXVO\��

TKH�FKDQJHV�DQQRXQFHG�DSSO\�WR�LQGLYLGXDOV�
ZLWK�GHÀQHG�FRQWULEXWLRQ�SHQVLRQV��DOVR�

NQRZQ�DV�D�¶PRQH\�SXUFKDVH�VFKHPH·��7KLV�LV�
ZKHQ�WKH�LQGLYLGXDO�SHQVLRQ�VFKHPH�PHPEHU�DQG��LI�
DSSOLFDEOH��WKHLU�HPSOR\HU�ERWK�SD\�LQWR�WKHLU�SHQVLRQ�
VFKHPH�ZKLFK�LV�LQYHVWHG�E\�D�SHQVLRQ�SURYLGHU��
7KH�DPRXQW�UHFHLYHG�DW�UHWLUHPHQW�XVXDOO\�GHSHQGV�
RQ�KRZ�PXFK�KDV�EHHQ�SDLG�LQ�DQG�KRZ�ZHOO�WKH�
LQYHVWPHQW�KDV�SHUIRUPHG�

SRPH�LQGLYLGXDOV�ZKR�KDYH�D�GHÀQHG�EHQHÀW�
VFKHPH�ZLOO�EHQHÀW�WRR��$�GHÀQHG�EHQHÀW�

SHQVLRQ�LV�W\SLFDOO\�D�SURPLVH�RI�D�FHUWDLQ�OHYHO�
RI�SHQVLRQ�LQ�UHWLUHPHQW�ZKLFK�LV�OLQNHG�WR�VDODU\��
3HRSOH�LQ�WKH�SULYDWH�VHFWRU�RU�LQ�D�IXQGHG�SXEOLF�
VHFWRU�VFKHPH��LI�DSSURSULDWH��ZLOO�VWLOO�EH�DEOH�WR�
WUDQVIHU�IURP�D�GHÀQHG�EHQHÀW�SHQVLRQ�VFKHPH�
WR�D�GHÀQHG�FRQWULEXWLRQ�RQH�LI�WKH\�ZDQW�WR��
PHDQLQJ�WKH\�FDQ�EHQHÀW�IURP�WKH�FKDQJHV��
7KRVH�LQ�XQIXQGHG�SXEOLF�VHFWRU�VFKHPHV�ZLOO�QRW�
EH�DEOH�WR�WUDQVIHU�

,QGLYLGXDOV�FDQ�SDVV�RQ�WKHLU�SHQVLRQ�WR�RWKHUV�
ZLWKRXW�SD\LQJ�DQ\�WD[��,QVWHDG�RI�SD\LQJ�WKH�

����UDWH�RI�WD[�ZKHQ�SDVVLQJ�RQ�WKHLU�SHQVLRQ��
SHRSOH�ZKR�GLH�XQGHU����ZLWK�GHÀQHG�FRQWULEXWLRQ�
SHQVLRQV�FDQ��IURP���$SULO�������SDVV�RQ�WKHLU�
XQXVHG�SHQVLRQ�DV�D�OXPS�VXP�WR�D�SHUVRQ�RI�WKHLU�
FKRLFH�WD[�IUHH�

'XULQJ�WKH�$XWXPQ�6WDWHPHQW�������WKH�&KDQFHOORU�
*HRUJH�2VERUQH�DOVR�DQQRXQFHG�WKDW�IURP���$SULO�
������SD\PHQWV�IURP�FHUWDLQ�NLQGV�RI�DQQXLWLHV�WKDW�
SD\�RXW�LQFRPH�DIWHU�GHDWK��MRLQW�OLIH�DQG�JXDUDQWHHG�
DQQXLWLHV��ZLOO�EH�WD[�IUHH�ZKHQ�SDLG�WR�D�EHQHÀFLDU\��
LI�WKH�RULJLQDO�SROLF\KROGHU�GLHV�EHORZ�DJH����

)RU�SHRSOH�ZKR�GLH�RYHU�WKH�DJH�RI����ZLWK�XQVSHQW�
GHÀQHG�FRQWULEXWLRQ�SHQVLRQV��WKH\�FDQ�SDVV�WKLV�RQ�
WR�D�SHUVRQ�RI�WKHLU�FKRLFH�ZKR�ZLOO�EH�DEOH�WR�WDNH�LW�
DV�D�OXPS�VXP�WD[HG�DW�����RU�DV�LQFRPH�DQG�SD\�
WKHLU�QRUPDO�UDWH�RI�,QFRPH�7D[�

(YHU\RQH�ZKR�LV�HOLJLEOH�WR�WDNH�DGYDQWDJH�
RI�WKH�QHZ�UHIRUPV�ZLOO�EH�DEOH�WR�DFFHVV�IUHH�

DQG�LPSDUWLDO�JXLGDQFH��7KLV�LV�WR�KHOS�SHRSOH�PDNH�
FRQÀGHQW�DQG�LQIRUPHG�FKRLFHV�RQ�KRZ�WKH\�SXW�WKHLU�
SHQVLRQ�VDYLQJV�WR�EHVW�XVH�

7KH�SHQVLRQ�SURYLGHU�RU�VFKHPH�ZLOO�EH�
UHTXLUHG�WR�WHOO�LQGLYLGXDOV�DERXW�WKH�JXLGDQFH�

DQG�KRZ�WR�DFFHVV�LW��3HQVLRQ�SURYLGHUV�RU�VFKHPHV�
ZLOO�EH�UHTXLUHG�WR�WHOO�SHRSOH�DERXW�WKH�JXLGDQFH�
VHUYLFH�LQ�WKH�LQIRUPDWLRQ�WKH\�VHQG�WR�SHRSOH�ZKHQ�
WKH\�DUH�DSSURDFKLQJ�UHWLUHPHQW�

,I�VRPHRQH�LV�RYHU�WKH�DJH�RI�����RU�ZLOO�EH�
IURP���$SULO�������WKH\�ZLOO�EH�DEOH�WR�WDNH�

DGYDQWDJH�RI�WKH�QHZ�V\VWHP�IURP�WKHQ��VXEMHFW�WR�
WKHLU�SHQVLRQ�VFKHPH�UXOHV�

,I�VRPHRQH�LV�\RXQJHU�WKDQ�����WKH\�ZLOO�EH�
DEOH�WR�WDNH�DGYDQWDJH�RI�WKH�QHZ�V\VWHP�

ZKHQ�WKH\�UHDFK�QRUPDO�PLQLPXP�SHQVLRQ�DJH�XQGHU�
WKH�WD[�UXOHV��WKLV�LV�FXUUHQWO\�DJH������

2.

3.
4.

5.

6.

7.

8.

9.

10.
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The main beneficiaries of the pensions 
freedom reforms are likely to be those who 
have built up relatively large pension pots.
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WHO BENEFITS 
FROM PENSIONS 
FREEDOM?
Taking advantage to legally minimise the tax paid

TKH�PDLQ�EHQHÀFLDULHV�RI�
WKH�SHQVLRQV�IUHHGRP�
UHIRUPV�DUH�OLNHO\�WR�EH�

WKRVH�ZKR�KDYH�EXLOW�XS�UHODWLYHO\�
ODUJH�SHQVLRQ�SRWV��ZKR�ZLOO�
EH�XVLQJ�WKLV�IUHHGRP�WR�DYRLG�
SD\LQJ�����WD[�ZKHQ�WKH\�GUDZ�LW�
GRZQ�XQGHU�WKH�QHZ�IUHHGRPV��

$Q�H[DPSOH�RI�WKLV�LV�LI�VRPHRQH�
KDG�D����������SHQVLRQ�SRW��WKH\�
FRXOG�FDVK�LW�LQ�IURP���$SULO������
DQG�KDYH���������WD[�IUHH��EXW�
WKH�UHPDLQLQJ����������ZRXOG�
EH�OLDEOH�IRU�,QFRPH�7D[��7KLV�
PHDQV�WKDW��GHSHQGLQJ�RQ�WKH�
LQGLYLGXDO·V�SHUVRQDO�DOORZDQFH�
DQG�RWKHU�HDUQLQJV��D�ORW�RI�LW�ZLOO�
EH�VXEMHFW�WR�����WD[�²�DV�PXFK�
DV���������

%XW�LI�WKH�SHUVRQ�GHFLGHV�WR�WDNH�
WKH�SHQVLRQ�LQVWHDG�DV���������
HDFK�\HDU�IRU�IRXU�\HDUV��WKHQ�
HDFK�\HDU�WKH\�ZLOO�UHFHLYH�
��������WD[�IUHH�DQG�EH�OLDEOH�IRU�
,QFRPH�7D[�RQO\�RQ�WKH�UHPDLQLQJ�
���������ZKLFK�FRXOG�EH�DV�ORZ�
DV���������6R�LQVWHDG�RI�SD\LQJ�
PRUH�WKDQ���������LQ�WD[��WKH�
SHUVRQ�SD\V�DURXQG����������
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PENSION FUND 
ACCESS IN FULL 
New legislation allows increased payment flexibility 

,I�VRPHRQH�LV�D�PHPEHU�RI�D�GHÀQHG�FRQWULEXWLRQ�VFKHPH�
IURP���$SULO�������WKH\�ZLOO�EH�

DEOH�WR�DFFHVV�WKHLU�SHQVLRQ�IXQG��
LQ�IXOO��ZLWKRXW�QHHGLQJ�WR�SXUFKDVH�
DQ�DQQXLW\��:LWK�D�GHÀQHG�
FRQWULEXWLRQ�SHQVLRQ��\RX�EXLOG�
XS�D�SRW�RI�PRQH\�WKDW�\RX�XVH�WR�
SURYLGH�DQ�LQFRPH�LQ�UHWLUHPHQW��
8QOLNH�GHÀQHG�EHQHÀW�VFKHPHV��
ZKLFK�SURPLVH�D�VSHFLÀF�LQFRPH��
WKH�LQFRPH�\RX�PLJKW�JHW�IURP�
D�GHÀQHG�FRQWULEXWLRQ�VFKHPH�
GHSHQGV�RQ�IDFWRUV�LQFOXGLQJ�WKH�
DPRXQW�\RX�SD\�LQ�DQG�WKH�IXQG·V�
LQYHVWPHQW�SHUIRUPDQFH�

Flexible rules 
7KH�WD[�IUHH�OXPS�VXP�RI�XS�
WR�����RI�WKH�IXQG�ZLOO�UHPDLQ�
DYDLODEOH��ZLWK�DQ\�UHPDLQLQJ�
EDODQFH�WD[HG�DV�LQFRPH��
7KHVH�ÁH[LEOH�UXOHV�ZLOO�DSSO\�WR�
$GGLWLRQDO�9ROXQWDU\�&RQWULEXWLRQV�
�$9&V���DQ�H[WUD�SHQVLRQ�
FRQWULEXWLRQ�PHPEHUV�RI�DQ�
2FFXSDWLRQDO�3HQVLRQ�6FKHPH�
FDQ�PDNH�WR�KHOS�ERRVW�WKHLU�
LQFRPH�LQ�UHWLUHPHQW��,Q�DGGLWLRQ��
WKHVH�ÁH[LEOH�UXOHV�DOVR�DSSO\�WR�
FDVK�EDODQFHV�DQG�VRPH�K\EULG�
VFKHPHV��VXEMHFW�WR�WKH�SHQVLRQ�
VFKHPH�UXOHV�

New arrangement 
7KH�QHZ�OHJLVODWLRQ�DOVR�DOORZV�
VFKHPHV�WR�E\SDVV�WKHLU�SUHVHQW�
UXOHV��WR�DOORZ�WKHP�WR�JLYH�
WKH�LQFUHDVHG�ÁH[LELOLW\�WR�WKHLU�
PHPEHUV��%XW��DV�WKH�UXOHV�
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The tax-free lump sum of up to 25% of 
the fund will remain available, with any 
remaining balance taxed as income. 

DUH�SHUPLVVLYH��VFKHPH�
SURYLGHUV�FDQ�FKRRVH�QRW�WR�
RIIHU�WKH�QHZ�ÁH[LELOLW\��,I�WKLV�
KDSSHQV��VRPHRQH�PD\�KDYH�WR�
WUDQVIHU�WR�D�QHZ�DUUDQJHPHQW�
WR�WDNH�DGYDQWDJH�RI�WKH�QHZ�
SD\PHQW�ÁH[LELOLW\�

7UDQVIHU�EHQHÀWV�
&XUUHQWO\��\RX�RQO\�KDYH�WKH�ULJKW�
WR�WUDQVIHU�SHQVLRQ�EHQHÀWV�XS�
WR�D�\HDU�EHIRUH�\RXU�VFKHPH·V�

QRUPDO�EHQHÀW�DJH��DQG�WKH�2SHQ�
0DUNHW�2SWLRQ�GRHVQ·W�IRUFH�
SURYLGHUV�WR�RIIHU�WUDQVIHUV�WR�DQ\�
RWKHU�SURGXFWV��+RZHYHU��IURP�
��$SULO�������WKLV�OHJLVODWLRQ�ZLOO�EH�
DPHQGHG�DOORZLQJ�WUDQVIHUV�ULJKW�
XS�WR�WKH�SRLQW�RI�UHWLUHPHQW��

Approaching retirement 
7KH�2SHQ�0DUNHW�2SWLRQ��RU�
202��ZDV�LQWURGXFHG�DV�SDUW�
RI�WKH������8QLWHG�.LQJGRP�

)LQDQFH�$FW�DQG�DOORZV�VRPHRQH�
DSSURDFKLQJ�UHWLUHPHQW�WR�VKRS�
DURXQG�IRU�D�QXPEHU�RI�RSWLRQV�WR�
FRQYHUW�WKHLU�SHQVLRQ�SRW�LQWR�DQ�
DQQXLW\��UDWKHU�WKDQ�VLPSO\�WDNLQJ�
WKH�GHIDXOW�UDWH�RIIHUHG�E\�WKHLU�
SHQVLRQ�SURYLGHU��



A GUIDE TO NEW PENSIONS FREEDOM

14

“If someone decides to take all of their 
pension pots as cash, then they will lose the 
option of converting them into a regular 
retirement income, for example, by buying 
an annuity.

Cashing in their entire pension pots may 
also affect how much they’re entitled to in 
state benefits when retired. For example, if 
they boost your savings by taking their whole 
pension as a lump sum, this may reduce their 
entitlement to Pension Credit.

Depending on their current income and the 
size of the lump sum, it may also affect how 
much Income Tax they pay if they re-invest it 
and so increase their overall annual income.”
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OPEN MARKET 
OPTION 
 Shopping around to obtain a higher rate

PULRU�WR�WKH�FRPPHQFHPHQW�
RI�WKH�SHQVLRQV�UHIRUP�
FKDQJHV��KLVWRULFDOO\�

SXUFKDVLQJ�DQ�DQQXLW\�KDV�EHHQ�
WKH�PRVW�FRPPRQ�ZD\�RI�WXUQLQJ�
VRPHRQH·V�SHQVLRQ�VDYLQJV�WKDW�
WKH\·YH�EXLOW�XS�RYHU�WKH�\HDUV�LQWR�
DQ�LQFRPH�WKDW�ZLOO�ODVW�WKHP�WKH�
UHVW�RI�WKHLU�OLIH��

$IWHU�GHFLGLQJ�ZKDW�OHYHO�RI�
LQFRPH�LV�UHTXLUHG��DQ�LQGLYLGXDO�
FDQ�VKRS�DURXQG�DQG�FRPSDUH�
UDWHV��7KLV�LV�FDOOHG�XVLQJ�WKH�
¶RSHQ�PDUNHW�RSWLRQ·��7KLV�PHDQV�
WKDW�VRPHRQH�GRHV�QRW�KDYH�WR�
WDNH�WKH�SHQVLRQ�RIIHUHG�WR�WKHP�
E\�WKHLU�SURYLGHU��WKH\�FDQ�WDNH�
WKHLU�IXQG�WR�DQRWKHU�SURYLGHU�WR�
REWDLQ�D�KLJKHU�UDWH��

6KRSSLQJ�DURXQG�FRXOG�LQFUHDVH�
VRPHRQH·V�UHWLUHPHQW�LQFRPH�
FRQVLGHUDEO\�DQG�SURYLGH�DFFHVV�
WR�D�ZLGHU�UDQJH�RI�SURGXFWV�
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DEFINED BENEFIT 
PENSION SCHEMES
Salary-related pension based on the number of scheme membership years 

SRPH�HPSOR\HUV�RIIHU�WKHVH�
VFKHPHV��DOVR�NQRZQ�
DV�¶VDODU\�UHODWHG�SHQVLRQ�

VFKHPHV·��:KHQ�VRPHRQH�UHWLUHV�
IURP�WKH�VFKHPH��LW�SD\V�WKHP�D�
SHQVLRQ�ZKHUH�WKH�EHQHÀW�LV�EDVHG�
RQ�UXOHV�VHW�RXW�E\�WKH�VFKHPH�

+RZ�GHÀQHG�EHQHÀW�
schemes work

'HÀQHG�EHQHÀW�VFKHPHV�
usually provide a pension 
income based on:

Q��7KH�QXPEHU�RI�\HDUV�VRPHRQH��
� KDV�EHHQ�D�PHPEHU�RI�WKH
� VFKHPH�²�NQRZQ�DV�� �
� ¶SHQVLRQDEOH�VHUYLFH·
Q��3HQVLRQDEOH�HDUQLQJV�²�WKLV��
� FRXOG�EH�VDODU\�DW�UHWLUHPHQW��
� �NQRZQ�DV�¶ÀQDO�VDODU\·���VDODU\��
� DYHUDJHG�RYHU�D�FDUHHU��

� �¶FDUHHU�DYHUDJH·���RU�VRPH��
� RWKHU�IRUPXOD
Q��7KH�SURSRUWLRQ�RI�WKRVH���
� HDUQLQJV�UHFHLYHG�DV�D�SHQVLRQ��
� IRU�HDFK�\HDU�RI�PHPEHUVKLS�²��
� WKLV�LV�FDOOHG�WKH�¶DFFUXDO�UDWH·��
� DQG�VRPH�FRPPRQO\�XVHG�UDWHV��
� DUH�����WK�RU�����WK�RI�
� SHQVLRQDEOH�HDUQLQJV�IRU�HDFK��
� \HDU�RI�SHQVLRQDEOH�VHUYLFH

7KHVH�VFKHPHV�DUH�UXQ�E\�WUXVWHHV�
ZKR�ORRN�DIWHU�WKH�LQWHUHVWV�RI�WKH�
VFKHPH·V�PHPEHUV��7KH�HPSOR\HU�
FRQWULEXWHV�WR�WKH�VFKHPH�DQG�
LV�UHVSRQVLEOH�IRU�HQVXULQJ�WKHUH�
LV�HQRXJK�PRQH\�DW�WKH�WLPH�WKH�
VFKHPH�PHPEHU�UHWLUHV�WR�SD\�
WKHLU�SHQVLRQ�
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Defined contribution pensions build up a 
pension pot using the members and their 
employer’s contributions (if applicable), 
plus investment returns and tax relief.
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DEFINED 
CONTRIBUTION 
PENSION 
SCHEMES
Building up a pot of money that can be used to provide an 
income in retirement

W LWK�D�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ��WKH�
PHPEHU�EXLOGV�XS�D�SRW�RI�PRQH\�WKDW�
WKH\�FDQ�XVH�WR�SURYLGH�DQ�LQFRPH�LQ�

UHWLUHPHQW��8QOLNH�GHÀQHG�EHQHÀW�VFKHPHV��ZKLFK�
SURPLVH�D�VSHFLÀF�LQFRPH��WKH�LQFRPH�WKH�PHPEHU�
PLJKW�JHW�IURP�D�GHÀQHG�FRQWULEXWLRQ�VFKHPH�
GHSHQGV�RQ�IDFWRUV�LQFOXGLQJ�WKH�DPRXQW�WKH\�SD\�LQ�
DQG�WKH�IXQG·V�LQYHVWPHQW�SHUIRUPDQFH�

+RZ�GHÀQHG�FRQWULEXWLRQ�VFKHPHV�ZRUN
'HÀQHG�FRQWULEXWLRQ�SHQVLRQV�EXLOG�XS�D�SHQVLRQ�
SRW�XVLQJ�WKH�PHPEHUV�DQG�WKHLU�HPSOR\HU·V�
FRQWULEXWLRQV��LI�DSSOLFDEOH���SOXV�LQYHVWPHQW�UHWXUQV�
DQG�WD[�UHOLHI�

,I�WKH\�DUH�D�PHPEHU�RI�WKH�VFKHPH�WKURXJK�WKHLU�
ZRUNSODFH��WKHQ�WKH�HPSOR\HU�XVXDOO\�GHGXFWV�
FRQWULEXWLRQV�IURP�WKHLU�VDODU\�EHIRUH�LW�LV�WD[HG��,I�
WKH\�KDYH�VHW�WKH�VFKHPH�XS�IRU�WKHPVHOYHV��WKH\�
DUUDQJH�WKH�FRQWULEXWLRQV�WKHPVHOYHV�

In work
7KH�IXQG�LV�XVXDOO\�LQYHVWHG�LQ�VWRFNV�DQG�VKDUHV��
DORQJ�ZLWK�RWKHU�LQYHVWPHQWV��ZLWK�WKH�DLP�RI�
JURZLQJ�LW�RYHU�WKH�\HDUV�EHIRUH�WKH�PHPEHU�UHWLUHV��
7KH\�FDQ�XVXDOO\�FKRRVH�IURP�D�UDQJH�RI�IXQGV�WR�
LQYHVW�LQ��,W·V�LPSRUWDQW�WR�DOVR�UHPHPEHU�WKRXJK�WKDW�
WKH�YDOXH�RI�LQYHVWPHQWV�FDQ�JR�XS�RU�GRZQ�

In retirement
&RPPHQFLQJ�IURP���$SULO�������D�TXDOLI\LQJ�PHPEHU�
ZLOO�EH�DEOH�WR�DFFHVV�DQG�XVH�WKHLU�SHQVLRQ�SRW�LQ�
DQ\�ZD\�WKH\�ZLVK�IURP�DJH�����

They will be able to:

Q��:LWKGUDZ�XS�WR�����WD[�IUHH
Q��&RQYHUW�VRPH�RU�DOO�RI�WKH�UHPDLQLQJ�DPRXQW�LQWR
� D�UHJXODU�UHWLUHPHQW�LQFRPH��NQRZQ�DV�DQ�� �
� ¶DQQXLW\·���DQG�RU
Q��:LWKGUDZ�WKH�UHPDLQLQJ�FDVK�LQ�VWDJHV�RU�DV�RQH���
� OXPS�VXP��VXEMHFW�WR�WD[�DW�WKHLU�KLJKHVW�UDWH

%HWZHHQ����0DUFK������DQG���$SULO�������LQWHULP�
UXOHV�DSSO\�WKDW�JLYH�PRUH�FKRLFH�WKDQ�EHIRUH�DERXW�
KRZ�PXFK�RI�WKH�PHPEHU·V�SHQVLRQ�SRW�FDQ�EH�
FDVKHG�LQ�

The size of the pension pot and amount of 
income received at retirement will depend on:

Q��+RZ�PXFK�LV�SDLG�LQWR�WKH�SRW
Q��7KH�OHQJWK�RI�VDYLQJ
Q��+RZ�PXFK�WKH�HPSOR\HU�SD\V�LQ�
� �LI�D�ZRUNSODFH�SHQVLRQ�
Q��+RZ�ZHOO�WKH�LQYHVWPHQWV�KDYH�SHUIRUPHG
Q��:KDW�FKDUJHV�KDYH�EHHQ�WDNHQ�RXW�RI�WKH�SRW�E\�� �
� WKH�SHQVLRQ�SURYLGHU
Q��+RZ�PXFK�LV�WDNHQ�DV�D�FDVK�OXPS�VXP
Q��$QQXLW\�UDWHV�DW�UHWLUHPHQW�²�LI�WKH�DQQXLW\�
� URXWH�LV�FKRVHQ
Q��$Q\�RWKHU�W\SH�RI�UHWLUHPHQW�LQFRPH�FKRVHQ
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DEFINED BENEFIT 
TRANSFERS
Safeguards to protect pension benefits

TUDQVIHUV�IURP�GHÀQHG�EHQHÀW�VFKHPHV�WR�
GHÀQHG�FRQWULEXWLRQ�VFKHPHV�ZLOO�FRQWLQXH�
WR�EH�DOORZHG��EXW�ZLOO�H[FOXGH�SHQVLRQV�WKDW�

DUH�DOUHDG\�LQ�SD\PHQW���+RZHYHU��WUDQVIHUV�IURP�
GHÀQHG�EHQHÀW�VFKHPHV�WR�GHÀQHG�FRQWULEXWLRQ�
VFKHPHV�ZLOO�EH�UHVWULFWHG�IRU�PHPEHUV�RI�XQIXQGHG�
SXEOLF�VHFWRU�VFKHPHV��DOWKRXJK�\RX�PD\�EH�
DOORZHG�WR�WUDQVIHU�LQ�YHU\�OLPLWHG�FLUFXPVWDQFHV�

7KHUH�ZLOO�DOVR�EH�VRPH�VDIHJXDUGV�SXW�LQ�SODFH�WR�
KHOS�HQVXUH�WKDW�PHPEHUV�DQG�WKHLU�SHQVLRQ�EHQHÀWV�
DUH�SURWHFWHG��

These include:

Q��7DNLQJ�DGYLFH�IURP�D�UHJXODWHG�DGYLVHU�EHIRUH�� �
� WUDQVIHUULQJ�IURP�D�GHÀQHG�EHQHÀW�VFKHPHV��� �
� XQOHVV�WKH�SRW�LV�XQGHU����������$GYLFH�ZLOO�KDYH���
� WR�EH�SDLG�IRU��%XW��LI�WKH�WUDQVIHU�LV�WR�D�FRQQHFWHG��
� HPSOR\HU�VFKHPH��RU�LW�LV�DQ�LQFHQWLYLVHG�WUDQVIHU���
� WKH�HPSOR\HU�ZLOO�SD\��DQG
Q��6FKHPH�7UXVWHHV�ZLOO�EH�JLYHQ�JXLGDQFH�RQ�KRZ�� �
� WR�SURWHFW�WKHLU�VFKHPHV�IXQGLQJ�SRVLWLRQ�IURP�WKH��
� LPSDFW�RI�WUDQVIHUV�RXW

Guaranteed guidance
$QRWKHU�QHZ�SDUW�RI�WKH�FKDQJHV�LQFOXGHV�DFFHVV�
WR�JXDUDQWHHG�JXLGDQFH��$OO�LQGLYLGXDOV�ZKR�KDYH�
D�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�VFKHPH�ZLOO�KDYH�
DFFHVV�WR�KLJK�TXDOLW\��LPSDUWLDO�DQG�IUHH�JXLGDQFH�
RQ�WKHLU�DSSURDFK�WR�UHWLUHPHQW��7KLV�QHZ�JXLGDQFH�

JXDUDQWHH�ZLOO�RIIHU�TXDOLW\��VWUXFWXUHG�KHOS�ZLWK�
GHFLVLRQ�PDNLQJ�

Minimum pension age increased to 57
7KH�QRUPDO�PLQLPXP�SHQVLRQ�DJH��WKH�HDUOLHVW�DJH�
D�PHPEHU�FDQ�QRUPDOO\�DFFHVV�WKHLU�SHQVLRQ�SRW��
ZLOO�LQFUHDVH�IURP�DJH����WR�DJH����LQ�������,W�ZLOO�
LQFUHDVH�DW�WKH�VDPH�UDWH�DV�WKH�LQFUHDVH�LQ�WKH�
6WDWH�3HQVLRQ�DJH�IURP�WKHQ�RQ��7KLV�PHDQV�WKDW�WKH�
PLQLPXP�SHQVLRQ�DJH�ZLOO�UHPDLQ�WHQ�\HDUV�EHORZ�
6WDWH�3HQVLRQ�DJH�

7KH�FKDQJH�ZLOO�DSSO\�WR�DOO�SHQVLRQ�VFKHPHV��ZLWK�
WKH�H[FHSWLRQ�RI�WKRVH�LQ�WKH�SXEOLF�VHFWRU��WKDW�GR�
QRW�OLQN�WKHLU�QRUPDO�SHQVLRQ�DJH�WR�6WDWH�3HQVLRQ�
DJH�IURP�������7KLV�LQFOXGHV�ÀUH�ÀJKWHUV��SROLFH�DQG�
DUPHG�IRUFHV���
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PAYMENT 
OPTIONS
Defined benefit pension schemes beyond 6 April 2015

TKH�WUDQVLWLRQDO�UXOHV�RQ�WULYLDOLW\�DQG�VPDOO�
SRWV�ZLOO�FRQWLQXH�WR�DSSO\�WR�GHÀQHG�EHQHÀW�
SHQVLRQ�VFKHPHV�EH\RQG���$SULO�������7KH�

PLQLPXP�DJH�IRU�DFFHVVLQJ�SHQVLRQ�VDYLQJV�LQ�WKLV�
ZD\�ZLOO�UHGXFH�IURP����WR�����

7KLV�RQO\�DSSOLHV�LI�D�PHPEHU�LV�WDNLQJ�WKHLU�SHQVLRQ�
FRPPHQFHPHQW�OXPS�VXP��VRPHWLPHV�FDOOHG�D�
¶WD[�IUHH�OXPS�VXP·��EHIRUH���$SULO������DQG�WKH�
DVVRFLDWHG�SHQVLRQ�EHIRUH���2FWREHU�������)RU�WKH�
OXPS�VXP�WR�EH�SDLG�WD[�IUHH��WKH�PHPEHU�PXVW��
ZLWKLQ�FHUWDLQ�WLPH�OLPLWV��KDYH�D�SHQVLRQ�DVVRFLDWHG�
ZLWK�WKH�OXPS�VXP��

'HSHQGLQJ�RQ�KRZ�WKH\�ZDQW�WR�DFFHVV�WKHLU�
UHPDLQLQJ�SHQVLRQ�VDYLQJV�DIWHU�WDNLQJ�D�OXPS�VXP��
WKH\�PD\�KDYH�WR�ZDLW�XQWLO�IXUWKHU�QHZ�UXOHV�WDNH�
HIIHFW�IURP���$SULO�������7KLV�GRHV�QRW�FRYHU�WKH�
FKDQJHV�WKDW�ZLOO�WDNH�HIIHFW�IURP���$SULO���������

Depending on how they want to access 
their remaining pension savings after 
taking a lump sum, they may have to wait 
until further new rules take effect from 
6 April 2015. 
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RETIREMENT 
PRODUCTS
Tax rules amended to allow greater innovation

The tax rules will also be amended to allow 
innovation in retirement products. This is 
happening in a number of ways:

Q��/LIHWLPH�DQQXLWLHV�ZLOO�EH�DEOH�WR�GHFUHDVH�LQ��
� SD\PHQW��IRU�H[DPSOH��ZKHQ�VRPHRQH·V�6WDWH��
� 3HQVLRQ�FRPHV�LQWR�SD\PHQW
Q��$�OXPS�VXP�ZLOO�EH�DEOH�WR�EH�WDNHQ�IURP�D��
� OLIHWLPH�DQQXLW\��7KLV�ZLOO�QHHG�WR�EH�VSHFLÀHG�LQ
� WKH�SHQVLRQ�WHUPV�DQG�FRQGLWLRQV��VR�WKLV�ZLOO��
� RQO\�DSSO\�WR�QHZ�SROLFLHV

CASHING IN 
PENSION BENEFITS
New system to encourage further pension saving

Currently someone in income drawdown 
cannot receive tax relief on future 
contributions. To encourage further 

pension saving under the new system:

Q��,I�WKH\·UH�FXUUHQWO\�LQ�ÁH[LEOH�GUDZGRZQ��WKH\�ZLOO�� �
� KDYH�D�QHZ�DQQXDO�DOORZDQFH�RI��������
Q��,I�WKH\�GUDZGRZQ�PRUH�WKDQ�����WD[�IUHH�OXPS�� �
� VXP�IURP�D�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ��WKH\�� �
� ZLOO�VWLOO�EH�DEOH�WR�PDNH�IXUWKHU�WD[�UHOLHYHG�� �
� SHQVLRQ�FRQWULEXWLRQV�WR�D�GHÀQHG�FRQWULEXWLRQ�� �
� SHQVLRQ�RI�XS�WR���������SHU�\HDU
Q��7KH�ORZHU�DQQXDO�DOORZDQFH�ZLOO�RQO\�DSSO\�LI�� �
� WKH\·UH�WDNLQJ�D�SRW�ZRUWK�PRUH�WKDQ����������,I
� WKH\�WDNH�D�SRW�XQGHU����������WKH�VWDQGDUG�� �
� DQQXDO�DOORZDQFH�ZLOO�DSSO\

Q��7KH�FXUUHQW�WHQ�\HDU�FDS�RQ�DQQXLW\�JXDUDQWHH
� SHULRGV�ZLOO�EH�OLIWHG�WR�DOORZ�SD\PHQWV�WR�� �
� EHQHÀFLDULHV�WR�FRQWLQXH�EH\RQG�WKH�FXUUHQW
� ���\HDU�PD[LPXP
Q��3D\PHQWV�IURP�JXDUDQWHHG�DQQXLWLHV�FRXOG�EH�� �
� SDLG�DV�D�OXPS�VXP��LI�WKH\�DUH�OHVV�WKDQ���������

Q��,I�WKH\·UH�LQ�FDSSHG�GUDZGRZQ�RQ���$SULO������
� WKH\�ZLOO�EHQHÀW�IURP�WKH�VWDQGDUG�DQQXDO��� �
� DOORZDQFH�XQWLO�\RX�WDNH�DGYDQWDJH�RI�WKH�QHZ�� �
� ÁH[LELOLWLHV�DQG�ZLWKGUDZ�PRUH�WKDQ�WKH�PD[LPXP�
� FDSSHG�GUDZGRZQ�DPRXQW�²�ZKHQ�WKH���������� �
� DQQXDO�DOORZDQFH�ZRXOG�WKHQ�DSSO\
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TAX-FREE LUMP 
SUM ON DEATH 
Freedom to pass on an unused defined contribution pension

PHRSOH�ZLWK�GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�
VDYLQJV�ZLOO�QR�ORQJHU�KDYH�WR�ZRUU\�DERXW�
WKHLU�SHQVLRQ�VDYLQJV�EHLQJ�WD[HG�DW�����RQ�

GHDWK��&RPPHQFLQJ�IURP���$SULO�������LQGLYLGXDOV�
ZLOO�KDYH�WKH�IUHHGRP�WR�SDVV�RQ�WKHLU�XQXVHG�
GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�WR�DQ\�QRPLQDWHG�
EHQHÀFLDU\�ZKHQ�WKH\�GLH��UDWKHU�WKDQ�SD\LQJ�WKH�
����WD[�FKDUJH�ZKLFK�FXUUHQWO\�DSSOLHV�WR�SHQVLRQV�
SDVVHG�RQ�DW�GHDWK�

,QGLYLGXDOV�ZLWK�D�GUDZGRZQ�DUUDQJHPHQW�RU�
ZLWK�XQFU\VWDOOLVHG�SHQVLRQ�IXQGV�ZLOO�EH�DEOH�WR�
QRPLQDWH�D�EHQHÀFLDU\�WR�SDVV�WKHLU�SHQVLRQ�WR�LI�
WKH\�GLH��,I�WKH�LQGLYLGXDO�GLHV�EHIRUH�WKH\�UHDFK�WKH�
DJH�RI�����WKH\�ZLOO�EH�DEOH�WR�JLYH�WKHLU�UHPDLQLQJ�
GHÀQHG�FRQWULEXWLRQ�SHQVLRQ�WR�DQ\RQH�DV�D�OXPS�
VXP�FRPSOHWHO\�WD[�IUHH��LI�LW�LV�LQ�D�GUDZGRZQ�
DFFRXQW�RU�XQFU\VWDOOLVHG�

7KH�SHUVRQ�UHFHLYLQJ�WKH�SHQVLRQ�ZLOO�SD\�QR�WD[�RQ�
WKH�PRQH\�WKH\�ZLWKGUDZ�IURP�WKDW�SHQVLRQ��ZKHWKHU�
LW�LV�WDNHQ�DV�D�VLQJOH�OXPS�VXP�RU�DFFHVVHG�WKURXJK�
GUDZGRZQ��$Q\RQH�ZKR�GLHV�ZLWK�D�GUDZGRZQ�
DUUDQJHPHQW�RU�ZLWK�XQFU\VWDOOLVHG�SHQVLRQ�IXQGV�DW�
RU�RYHU�WKH�DJH�RI����ZLOO�DOVR�EH�DEOH�WR�QRPLQDWH�D�
EHQHÀFLDU\�WR�SDVV�WKHLU�SHQVLRQ�WR�

7KH�QRPLQDWHG�EHQHÀFLDU\�ZLOO�EH�DEOH�WR�DFFHVV�
WKH�SHQVLRQ�IXQGV�ÁH[LEO\��DW�DQ\�DJH��DQG�SD\�WD[�
DW�WKHLU�PDUJLQDO�UDWH�RI�,QFRPH�7D[��7KHUH�DUH�QR�
UHVWULFWLRQV�RQ�KRZ�PXFK�RI�WKH�SHQVLRQ�IXQG�WKH�
EHQHÀFLDU\�FDQ�ZLWKGUDZ�DW�DQ\�RQH�WLPH��7KHUH�ZLOO�
DOVR�EH�DQ�RSWLRQ�WR�UHFHLYH�WKH�SHQVLRQ�DV�D�OXPS�
VXP�SD\PHQW��VXEMHFW�WR�D�WD[�FKDUJH�RI�����

7KH�WD[�IUHH�SHQVLRQ�FRPPHQFHPHQW�OXPS�VXP�
�XVXDOO\�����RI�DQ�LQGLYLGXDO·V�SRW��ZLOO�FRQWLQXH�WR�
EH�DYDLODEOH��

Individuals with a drawdown 
arrangement or with 
uncrystallised pension funds 
will be able to nominate a 
beneficiary to pass their pension 
to if they die.
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8QOLNH�D�FRQYHQWLRQDO�SHUVRQDO�SHQVLRQ��
ZKLFK�LV�XVHG�WR�EXLOG�XS�D�SHQVLRQ�IXQG�
XQWLO�D�FKRVHQ�UHWLUHPHQW�DJH�LV�UHDFKHG��

LQFRPH�GUDZGRZQ�LV�XVHG�WR�SD\�DQ�LQFRPH�RQFH�
VRPHRQH�GHFLGHV�WR�UHWLUH�RU�VHPL�UHWLUH��7KH�
UHPDLQGHU�RI�WKHLU�IXQG�UHPDLQV�LQYHVWHG��UDWKHU�
WKDQ�XVLQJ�LW�WR�EX\�DQ�DQQXLW\�

7KHUH�DUH�FXUUHQWO\�WZR�NLQGV�RI�LQFRPH�ZLWKGUDZDO��
FDSSHG�GUDZGRZQ�DQG�ÁH[LEOH�GUDZGRZQ��6XEMHFW�
WR�FHUWDLQ�UXOHV��LQ�ERWK�FDVHV��WD[�LV�SDLG�RQ�LQFRPH�
DW����������RU������GHSHQGLQJ�RQ�WKH�DPRXQW�
ZLWKGUDZQ�DQG�KRZ�PXFK�RWKHU�LQFRPH�VRPHRQH�
KDV��+RZHYHU��LI�DQ\�LQFRPH�ZLWKGUDZDO�WDNH�
GRHVQ·W�PHHW�WKH�UXOHV��WKLV�ZLOO�EH�WD[HG�DW�����

7KH�UXOHV�DQG�OLPLWV�IRU�LQFRPH�GUDZGRZQ�ZHUH�
UHOD[HG�IURP����0DUFK�������DQG�WKHUH�ZLOO�EH�QR�
UHVWULFWLRQV�XQGHU�WKH�QHZ�UXOHV�IURP���$SULO������

Capped drawdown
7KH�DPRXQW�WKDW�FDQ�QRZ�EH�WDNHQ�DV�LQFRPH�
LV�FDSSHG�DW������RI�WKH�YDOXH�RI�DQ�HTXLYDOHQW�
DQQXLW\��XS�IURP��������7KHUH�LV�QR�PLQLPXP�OHYHO�
RI�LQFRPH�WKDW�PXVW�EH�WDNHQ�

Flexible drawdown rules
8QGHU�ÁH[LEOH�GUDZGRZQ��WKHUH�DUH�QR�OLPLWV�RQ�WKH�
LQFRPH�WKDW�FDQ�EH�GUDZQ��+RZHYHU��VRPHRQH�PXVW�
EH�DEOH�WR�VKRZ�WKH\�DUH�DOUHDG\�UHFHLYLQJ�RWKHU�
SHQVLRQ�LQFRPH�RI�DW�OHDVW���������D�\HDU��GRZQ�
IURP�����������7KLV�PLQLPXP�LQFRPH�OHYHO�LQFOXGHV�
6WDWH�3HQVLRQ�EHQHÀWV��VDODU\�UHODWHG�SHQVLRQV��
OLIHWLPH�DQQXLWLHV�DQG�VFKHPH�SHQVLRQV�

Effects on retirement income
,QFUHDVLQJ�WKH�LQFRPH�GUDZGRZQ�DPRXQW�PD\�DOVR�
DIIHFW�KRZ�PXFK�,QFRPH�7D[�VRPHRQH�SD\V��6R�
XQOHVV�WKH\�UHTXLUH�WKH�H[WUD�LQFRPH��WKH\�PD\�
ZDQW�WR�OLPLW�WKH�LQFUHDVH�WR�NHHS�ZLWKLQ�WKHLU�FXUUHQW�
WD[�EDQG��7KLV�ZLOO�EHFRPH�HVSHFLDOO\�UHOHYDQW�IURP�

��$SULO������ZKHQ�WKHUH�ZLOO�EH�QR�OLPLW�RQ�KRZ�PXFK�
VRPHRQH�FDQ�WDNH�RXW�

,QFRPH�GUDZGRZQ�LV�KLJKHU�ULVN��6DYLQJV�DUH�
LQYHVWHG�LQ�WKH�VWRFN�PDUNHW��DQG�WKHLU�YDOXH�FDQ�JR�
GRZQ�DV�ZHOO�DV�XS��

,I�WRR�PXFK�LQFRPH�LV�GUDZQ�GRZQ�LQ�WKH�HDUO\�\HDUV��
DQG�WKH�LQYHVWPHQWV�GRQ·W�SHUIRUP�ZHOO��VRPHRQH�
FRXOG�HQG�XS�GHSOHWLQJ�WKHLU�VDYLQJV�DQG�UXQQLQJ�RXW�
RI�PRQH\��

1HZ�FDSSHG�GUDZGRZQ�VFKHPHV�ZLOO�GLVDSSHDU�IURP�
��$SULO������DV�JUHDWHU�IUHHGRP�LQ�WDNLQJ�LQFRPH�
GUDZGRZQ�FRPHV�LQWR�SOD\�

Unlike a conventional personal 
pension, which is used to build 
up a pension fund until a chosen 
retirement age is reached, 
income drawdown is used to pay 
an income once someone decides 
to retire or semi-retire.
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FOH[LEOH�DFFHVV�GUDZGRZQ�ZLOO�HQDEOH�
VRPHRQH�WR�WDNH�D�WD[�IUHH�OXPS�VXP�DQG�
GUDZGRZQ�WKH�UHVW�RI�WKH�IXQG�DV�LQFRPH�

WD[HG�DW�WKHLU�PDUJLQDO�UDWH��7DNLQJ�DQ\�LQFRPH�RYHU�
WKH�OXPS�VXP�ZLOO�PHDQ�WKDW�SHUVRQ�FDQ�VWLOO�PDNH�
SHQVLRQ�FRQWULEXWLRQV�EXW�XQGHU�D�ORZHU�DQQXDO�
DOORZDQFH�RI���������SHU�\HDU��NQRZQ�DV�WKH�
¶PRQH\�SXUFKDVHV�DQQXDO�DOORZDQFH·��

%X\LQJ�D�VKRUW�WHUP�DQQXLW\��XQGHU�WKH�QHZ�UXOHV��
ZLOO�DOVR�UHVWULFW�WKH�DQQXDO�DOORZDQFH��ZKLFK�
LV�QRUPDOO\�����������7KH�UHIRUPV�KDYH�DOVR�
LQWURGXFHG�D�WKLUG�IDFLOLW\�DORQJVLGH�DQQXLWLHV�DQG�
GUDZGRZQ�FDOOHG�¶XQFU\VWDOOLVHG�IXQGV�SHQVLRQ�OXPS�
VXP·��8)3/6��

$�8)3/6�FDQ�EH�WDNHQ�IURP�XQFU\VWDOOLVHG�IXQGV��
����RI�WKH�OXPS�ZLOO�EH�WD[�IUHH�DQG�WKH�UHPDLQGHU�
ZLOO�EH�WD[HG��7KLV�PHDQV�WKDW�VFKHPHV�WKDW�GR�QRW�
ZDQW�WR�RIIHU�GUDZGRZQ�FDQ�DW�OHDVW�IDFLOLWDWH�WKHVH�
RQH�RII�SD\PHQWV�²�IRU�LQGLYLGXDOV�LQ�D�VFKHPH�
RIIHULQJ�ÁH[LEOH�DFFHVV�GUDZGRZQ��WKHUH�ZLOO�EH�OLWWOH�

GLIIHUHQFH�EHWZHHQ�WDNLQJ�D�8)3/6�DQG�FKRRVLQJ�
ÁH[LEOH�DFFHVV�GUDZGRZQ�DQG�PD[LPXP�LQFRPH�

Annual allowance
7KH�UHGXFHG�DQQXDO�DOORZDQFH�ZLOO�DSSO\�IURP���$SULO�
������6RPHRQH�LQ�ÁH[LEOH�GUDZGRZQ�XVHG�WR�KDYH�
QR�DQQXDO�DOORZDQFH��VR�WKH�DPRXQW�WKH\�DUH�DEOH�WR�
FRQWULEXWH�ZLOO�JR�XS�IURP�]HUR�WR���������

7KRVH�LQ�WKH�QHZ�UHJLPH�RI�ÁH[LEOH�DFFHVV�
GUDZGRZQ�ZLOO�KDYH�DQ�DQQXDO�DOORZDQFH�RI���������
LI�WKH\�WDNH�WKHLU�WD[�IUHH�OXPS�VXP�EXW�QR�LQFRPH��
DV�VRRQ�DV�WKH\�WDNH�LQFRPH��WKH�DQQXDO�DOORZDQFH�
ZLOO�EH�UHGXFHG�WR���������



*ROGPLQH�0HGLD��%DVHSRLQW�,QQRYDWLRQ�&HQWUH������%XWWHUÀHOG��*UHDW�0DUOLQJV��/XWRQ��%HGIRUGVKLUH�/8���'/
$UWLFOHV�DUH�FRS\ULJKW�SURWHFWHG�E\�*ROGPLQH�0HGLD�/LPLWHG�������8QDXWKRULVHG�GXSOLFDWLRQ�RU�GLVWULEXWLRQ�LV�VWULFWO\�IRUELGGHQ�

The content of this guide is for your general information and use only, and is not intended to address your particular 
requirements. The content should not be relied upon in its entirety and shall not be deemed to be, or constitute, 
advice. Although endeavours have been made to provide accurate and timely information, there can be no guarantee 
that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No 
individual or company should act upon such information without receiving appropriate professional advice after a 
thorough examination of their particular situation. We cannot accept responsibility for any loss as a result of acts or 
omissions taken in respect of the content. Thresholds, percentage rates and tax legislation may change in subsequent 
Finance Acts. Levels and bases of, and reliefs from, taxation are subject to change and their value depends on the 
individual circumstances of the investor. The value of your investments can go down as well as up and you may get 
back less than you invested.  

 
HOW MUCH INCOME 
WILL YOU NEED IN 

RETIREMENT?
7KH�HDUOLHU�\RX�VWDUW�SODQQLQJ�IRU�\RXU�UHWLUHPHQW��
WKH�EHWWHU��:H�FDQ�KHOS�\RX�ZRUN�RXW�KRZ�PXFK�
LQFRPH�\RX·OO�QHHG�LQ�UHWLUHPHQW�DQG�ZKHWKHU�\RX�
PD\�QHHG�WR�PDNH�H[WUD�SHQVLRQ�FRQWULEXWLRQV�
WR�DFKLHYH�WKDW��7R�ÀQG�RXW�PRUH�DERXW�KRZ�ZH�

FRXOG�KHOS�\RX��SOHDVH�FRQWDFW�XV�


