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In this issue:
l Your bulletins are now on-line!
l Private pensions are dead? Long live private pensions
l Private pensions – what has changed and what’s going to change?

Your bulletins are now on-line!
Welcome to my first e-bulletin, posted on our new Website. Those of you who have thus far 
received paper copies through conventional mail may be heartened to know that, from today, our
bulletins, news items and much background information is available to you electronically on
www.pensionsmanagementltd.co.uk. Accessing us through our website will carry the added advantage
of using the ‘links’ that will deliver additional information on many of the topics that my bulletins attempt
to address.

Private pensions are dead? Long live private pensions?
“So what game are you in then?” was his question.  He’d turned up to deliver my bookcase and because
his mate wasn’t with him, I was helping to carry it into the house.

“We manage pension schemes” I said, feeling that kind of superiority that is enjoyed by a man who,
despite his intellect, wasn’t above helping to carry a bookcase into his house.

“Oh dear”, was his next comment – followed by “course, they’re finished now aren’t they!”

It was spring 2009 and the endless tinkering of successive Governments had eroded the public’s
perception of private pensions and they were in danger of extinction.

Pensions have been the plaything of Governments for more than 35 years. Every new Chancellor has
opened another gap in the fence that contained the retirement funds of almost all of us in the private
sector and stole off with the swag – believing that nobody really noticed – or cared.

My delivery man’s views of the merits of pensions, perfectly summarised Mr Everyman’s perceptions of
pension saving – and of the depths to which this vital element of personal financial provision had
descended.

Now, four years on, a slow recovery is taking place.  Nothing dramatic – but a steady flow of changes
that on the one hand herald the withdrawal of a sizeable amount of State Pension – and on the other,
the compulsion of employers to establish, enrol and part-fund private pension benefits for their
workforces.

Private pensions – what has changed and what’s going to change?
The speed of the unfolding of these developments is slow but steady. In fact the changes and easements
to underlying Regulations is so unobtrusive that they’re  easily missed – so I think it’s worth summarising
all of the changes that have either already taken place, are scheduled to take place over the next 12
months, or are likely to take place, should the Government have its way.
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l State Pensions – State Pension Age
State Pension Age (SPA) is to increase from 65 to 66 for both men and women from 6th October 2020.  
Therefore all men and women currently under age 57 will start to receive State Pension after their 65th
birthdays. Those born between 6th December 1953 and 5th October 1954 will see a retirement age
of between 65 and 66.

You can check your own State retirement age and figure at www.gov.uk/calculate/state-pension.

In the March Budget, it was announced that further deferments to SPA would be introduced in the
future, to reflect improving longevity. Under current legislation the State Pension Age is to increase to
67 between 2034 and 2036 and to 68 between 2044 and 2046. The government proposes that people
born between 6th April 1960 and 5th March 1961 will reach SPA between 66 and 67 and those born
on or after 6th March 1961 will reach SPA when they are 67 or older. 

l State Pensions – Flat Rate Pensions
The current structure of a Basic State Pension (BSP) – (maximum £110.15 per week, per person) plus
‘top up’ State Pension (Graduated, SERPS and S2P) is to come to an end on 5th April 2016. On that
date the structure of BSP and ‘top up’ will be replaced by a single Flat Rate Pension of £144 per week
in current monetary terms. Existing entitlements to ‘Graduated’, SERPS and S2P will be assessed,
revalued and recalculated to deliver an adjusted Flat Rate Pension.

No changes (or reductions) in National Insurance Contributions (NIC) are promised – despite the
much poorer deal that Flat Rate Pensions will deliver for the higher paid.  State Pensions always were
redistributive – and the new structure simply makes that more apparent.  However, it sounds the end
to Means Testing which has discouraged the lower paid to save for the future.

l State Pension – Contracting Out
Contracting Out came to an end last year – for everybody other than those in Contracted-Out Defined
Benefit Schemes.

l Pension Lifetime Allowance and Annual Allowances
Currently £1.5M and £50K per annum, the Chancellor announced in his 5th December 2012 Autumn
Statement that these allowances would be reduced to:-

£1.25m Lifetime Allowance With effect from 6th April 2014.
£40,000 Annual Allowance for the 2014/15 Tax Year onwards.

Whilst those with ‘Protected’ Lifetime Allowances will be unaffected, the Government has announced
plans to offer those with existing pension funds of greater than £1.25m a new form of ‘Fixed Protection’
– details of which are awaited.

The timing of the reduction in ‘Annual Allowance’, whilst relevant to the 2014/15 Tax Year will in fact be
determined by the ‘pension input period’ appropriate to the arrangements.  Please contact us before
taking any action to maximise your contribution opportunities.
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l Drawdown Rate
Announced in the Autumn Statement of 5th December 2012, maximum capped Drawdown Pension
reverted from 100% of GAD to 120% of GAD from 26th March 2013. This means that 120% of GAD is
now available for all new Drawdown and the increase to 120% of GAD will take effect from the start of
the next ‘pension year’ following 26th March 2013. Please contact us for further guidance.

l Auto-Enrolment in Workplace Pensions
Now well underway. The earlier introduction of Flat Rate State Pension (and the cessation of benefit
accrual in S2P) will heighten awareness to the importance of private pension provision – and increase
pressure on employers to initiate their Workplace Pension Schemes in advance of their compulsory
Staging Dates. The phasing in of Auto Enrolment is scheduled to be completed by April 2017.

This then completes my whistle stop tour of current changes and developments. All future events of
consequence will be analysed and reported upon. Just keep an eye on our website!

Geoff Stait
2 May 2013

The opinions expressed are those of the author. The material provided is for general information only and does not constitute
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