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In this issue we focus on:
l Your reactions to Bulletin 7
l The Hutton Report on public sector pensions – a personal view
l The new Finance Bill – general guidance for pension drawdown 
l The new Finance Bill (2) – the ‘carry forward’ of Annual Allowance provisions 

Your reactions to Bulletin 7
Last month I peered into the box labelled Public Sector Pensions – in anticipation of the strike called by the Unions,
for the 30th June. The leader of Unison, the largest Public Sector Union has since warned that their “day of action”
was but a prelude to “longer term industrial action to prevent the destruction of public service pension schemes”.
If the content of the responses I received from my last bulletin was a measure of public support for the Unions,
then further ‘industrial action’ would seem to be, well - unwise. Thank you for your emails – I’ve enjoyed hearing
your views!

The Hutton Report on public sector pensions – a personal view
Hardly any Union or media comment on public sector unrest, made reference to the cold facts and inescapable
logic within Lord Hutton’s Report.  Should you have a few minutes, thenhave a look at the Report on cdn.hm-
treasury.gov.uk/hutton – or Google ‘hutton report’. In my view, this otherwise excellent Report is deficient only in its
excessive support for the current public sector pension structures. No mention is made in the Report of the excellent
pension benefits enjoyed by part-time employees, of short service benefits, of early retirement benefits, ill health
benefits or of the rock solid benefit preservation. Neither does the Report place any value on the certainty of the
receipt of benefit. All of these factors place public sector pensions head and shoulders above private sector
provision.I

It seems to me that the Unions would be well advised to keep their heads down on this entire delicate issue. Press
comment has already spoken of a “public/private pension’s apartheid” and of a taxpayer funded “giant Ponzi
Scheme”. Much more of this and there really could be trouble. Our highly regulated and welfare dependant society
creates an unavoidable and genuine need for an efficient, effective and highly motivated public sector. But the
rewards for those employed within it, must be affordable to the wider population.

The new Finance Bill (1) – general guidance for pension drawdown 
May I now turn to this year’s Finance Bill? The Bill completed its passage through Parliament last Wednesday and
has now received Royal Assent. For those of us involved in SSASs and SIPPs, the provisions within the new Act
closely resemble those within the originally published Finance Bill. All that’s now awaited are HMRC’s defined
regulations, to be published piecemeal over the coming weeks.  Once these are available I will be happy to issue
comment.

Of general guidance for those in Drawdown (now called Capped Drawdown), the changes now in place are as
follows:

1. Restriction to maximum Drawdown Pension from 120% of the Government Actuary’s Department rate (GAD)
to 100% of GAD, with effect from the next Review Date.

2. ‘Flexible Pensions’ – those in receipt of an established ‘secure pension’ in excess of £20,000 per annum
shall have the ability to set aside the new Drawdown restrictions.
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3. The repeal of the rules that effectively required annuity purchase at age 75
4. For those already in ‘Alternatively Secured Pensions’ (ASP), the improvement in maximum Drawdown

Pension, from 90% of GAD to 100% of GAD – in tandem with the extension of age - based GAD rates up to
age 85.  ASP has now been renamed to Capped Drawdown.

5. A lessening of the tax charge imposed upon residual (crystallised) pension funds passing as a Lump Sum
payment on death after age 75, from a potential 82% to a mere 55% tax…

6. A raising of the tax charge levied upon residual (crystallised) pension funds passing on death as a Lump
Sum payment prior to age 75, from 35% to 55%.

7. A shortening of the pension Review cycle from 5 years to 3 years.

One item of particular interest is item 2 – Flexible Pensions. Those in receipt of a ‘secure pension’ greater than
£20,000 a year shall have the capacity to set aside the new drawdown limits and withdraw such pension as
circumstances might dictate. Once I’ve had the opportunity to study and analyse HMRC’s published regulations,
I’ll issue my further thoughts on this important option.

The new Finance Bill (2) – the ‘carry forward’ of Annual Allowance provisions
Stepping away from “Drawdown”, the next opportunity generated by new regulations must be the ‘carry forward’
of unused Annual Allowance provisions. The new £50,000 Annual Allowance contribution limit applies not just to
the current tax year – but to each of the three previous tax years. This means that where annual contributions could
have been made, but weren’t (or were made at a level of less than £50,000 per member), then the shortfall between
the actual contributions remitted and the new £50,000 per member ceiling – could be contributed this tax year,
with the relevant current year tax relief. The opportunity may be worthy of raising with your independent advisers
and could have particular appeal to those who were restricted to a maximum £20,000 contribution by their ‘high
earner’ status under former legislation.

More thoughts on the provisions within this year’s Finance Act will follow once I have had the opportunity to study
the detailed regulations.

When I started publication of these Bulletins many of you opted to receive them by email. A sizeable proportion of
Bulletins are now issued by this means. Postal issue of Bulletins will always be maintained for those who value
hard copy - however should you prefer to receive future Bulletins by email then do please let me know. All you
have to do is email a simple instruction to me @ pmlforpensions@btconnect.com and your future Bulletins will be
that much fresher!

(Please note, as of May 2013, all bulletins are now published on our website: www.pensionsmanagementltd.co.uk,
and we email all on our database to announce when each new bulletin is published.)

Robert Taylor
28 July 2011

The opinions expressed are those of the author. The material provided is for general information only and does not constitute
investment, tax, legal or other form of advice. You should not rely on this information to make (or refrain from making) any
decisions. Links to external sites are for information only and do not constitute endorsement. Always obtain independent
professional advice appropriate to your own particular circumstances.


