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In this issue we focus on the new pension freedoms that are now 
on the Statute Book
A quick look at the sentiments I expressed in my last bulletin tells me that I must have been having a bit of a bad
day on 25th August!  I don’t think it was just the riots – or the personal indebtedness of the younger generation,
but something started my chain of thought that seemed to finish up with lamentations over the possibility of a UK
economic depression!  Well, despite the continuing economic gloom, I’m feeling brighter now – and keen to talk
about the new pension freedoms that are to be found within the new regulations now on the Statute Book!

Freedom Number 1
All of the petty restrictions that limit maximum drawdown income for members in retirement can be set aside by
those in receipt of a pre-tax ‘secure pension income’ of £20,000 or more in the current tax year.  This ‘Minimum
Income Requirement (MIR)’ may be made up of State Pension, Occupational Pension (in payment) and Lifetime
Pension Annuity income.  The £20,000 MIR need neither be indexed nor inflation proofed – it simply has to be in
payment within the relevant tax year.  Once this income base has been established, Members in Drawdown may
take as much or as little Drawdown pension as is needed.  Such Drawdown pension may be varied from year to
year, to enable the Member to organise their personal tax affairs to best effect.

The necessary £20,000 MIR excludes all Earned and Unearned Income.  Any shortfall in established pension
income could perhaps quite easily be made good by a carefully selected Annuity purchase.  Once the required
£20,000 MIR is amassed, the freedoms of ‘Flexible Drawdown’ are there to enjoy for the duration - neither
Drawdown limits nor periodic Drawdown Reviews will any longer apply.  Now tell me if that’s not good news!

Freedom Number 2
Unutilised Pension funds can (in part) be inherited by a Member’s beneficiaries.  Upon the second death of the
Member and the Member’s spouse (whether it be before or after age 75), 45% of the value of any remaining
crystallised fund will be capable of being settled, tax paid, upon beneficiaries, outside of the Estate and free of
Inheritance Tax.

With Income Tax at up to 50% and Inheritance Tax at 40%, the inheritable potential of residual crystallised pension
funds are a serious improvement upon what has held before.  Cheering news for beneficiaries and for all future
Inheritance Tax planning.

Freedom Number 3
Unused Contribution Allowances.  Any Scheme Member who qualified for the £50,000 Annual Allowance – but
didn’t fully use it over the last 3 years of their Scheme Membership, may now carry forward up to 3 years of their
Unused Allowances and set them against a catch-up contribution in the current Tax Year.  With half the Tax Year
now gone, this serious tax planning opportunity is not to be overlooked.  

There could be added urgency and purpose to the review of allowable contributions and consideration of catch-
up action, as a renewed rumour of the Treasury’s ambition to scrap higher rate tax relief on allowable contributions
is once again gathering pace.  There may be no foundation whatsoever to this rumour – but with the Chancellor’s
worsening current account deficit, the £7 billion of higher rate relief granted each year to higher rate taxpayers
may be a tempting target.

Although we have no way of knowing whether higher rate relief is seriously under threat (and if it is, how this might
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interact with Company contributions), it seems sensible to suggest that, where a sizeable contribution is intended
this year, an early initiative might be a wise move.  In any event, the carry forward of unused Allowances from the
tax year 2008/09 onwards may be an enticing proposition to discuss with your advisers, in these constrained times.

Freedom Number 4
Remember ‘Contracting Out’?  23 years ago the Government of the day energetically promoted the new rules that
permitted normally employed individuals who were not members of a Final Salary Contracted Out Scheme, to
contract out of SERPs by means of a Personal Pension Plan.  Incentives were granted by Government to all of
those who went down the contracted out route – resulting in the establishment of huge numbers of Contracted
Out Personal Pension Plans.  These Plans were elaborately ring-fenced by Revenue Regulations and had to stand
apart from all other private pension provision.

The Regulations ring-fencing Contracted Out Personal Pension Plans have steadily been dismantled over recent
years – to enable them to deliver pension benefits comparable with most other private sector pension
arrangements.  Now it looks as though the final restraining cords are to be cut – and with effect from 6th April next
year, the uncrystallised funds remaining within a member’s Contracted Out Personal Pension Plan are capable of
being transferred into a SSAS Member Account for future uplift of Cash Lump Sum and Drawdown Pension or
Annuity Purchase.  Worthy of further investigation early in the New Year?

And Finally:
My thanks to the many of you who responded to my request for feedback on contact and delivery method of these
regular bulletins.  Your comments and suggestions will help me to refine both the presentation and the future
content of these bulletins.  Don’t hold back on letting me have your views – positive or otherwise!

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