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In this issue we focus on:
l The joys of being a grandparent
l What does the future hold for the parents of today’s youngsters?
l State Pensions – important but costly
l What does increasing longevity mean for pensions?
l Why Are SSASs such a good pension vehicle?

The joys of being a grandparent
It was a simple instinctive response of “Yes of course we will”.  After all who wouldn’t relish the thought of spending
a few days in the company of your 6 year old grandson?  And when the suggested “few days” became a proposed
1½ weeks – well, why not – more time to rediscover the joys of parenthood..!

There were lots of highs of course (I certainly won the Stickleback fishing competition) and there were a few ‘lows’
(“goodness, I think we’ll get the nice people at the hospital to have a look at that”) but no matter how you dress it
up it was, in reality, quite a long 10 days.

We handed him back last weekend – and have been virtually comatose ever since.  Did we really take all of that
in our stride 30 years ago?  How did we do that?  Why did we...?!  Well, we now have a new found admiration for
our heroic children – and a new found delight at once again, being on our own!

What does the future hold for the parents of today’s youngsters?
Which brings me back to pensions, retirement and life’s many pleasures.  The parents of today’s youngsters are
unlikely to be able to draw their State Pension until they’re nearly 70 – should the Pensions Bill currently before
Parliament formalise the linking of State Pension Age with average life expectancy.  This year the Office for National
Statistics (ONS) reports that the number of UK’s centenarians are expected to rise steadily from today’s 14,500,
to around 1/3rd of the babies newly born in the UK in 2012.  Last year, there were nearly ¾ million babies born
here – so it’s not hard to understand why State Pension Age must creep ever upwards – and why the receipt of
State Pension seems likely to take on the delivery profile of Billy Bunters Portal Order.

State Pensions – important but costly
State Pensions were first introduced 104 years ago under the Old Age Pension Act.  The maximum payment of
five shillings per week (equivalent to about £25 now) was means-tested and payable only to those over 70.  To
qualify, you had to endure a home visit from a Pensions Officer, be of sober good character, to always have been
available for work, to have avoided the slammer, to be living on an income of less than 12 shillings a week – and
to receive the Pensions Officer’s approval to the ‘Pension Committee’.  In 1908 less than half of the 1.2 million folk
aged over 70 qualified for State Pension, whilst only 1 in 20 lived to become a centenarian.  

The requirement to make contributions to State Pension didn’t arrive until the system was overhauled in 1928.  At
that time a new pension age of 65 was declared – along with a dependency upon a contribution history for future
eligibility.  The origins of our current State Pension system lie within William Beveridge’s founding principles of the
Welfare State and came into being, along with the NHS, in 1948.

Today’s Basic State Pension might be miserly – but at £107.45 per week (plus Pension Credit and/or Earnings
Related Supplement) it still represents a hugely important benefit to those in retirement.  Important – but costly.
The pensions of today’s 12 million pensioners costs the Exchequer a cool £138.1 bn (inclusive of £35.6 bn Sickness
and Disability) and is Central Government’s highest single area of expenditure.
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What does increasing longevity mean for pensions?
Of course, increasing longevity is good news for us all.  Generating the means to fund this last long happy holiday
is the challenge we all face.  Statistics available from the ONS tell us that a 65 year old male, living in the West
Midlands, now has an average life expectancy of 17.7 years.  Compare this with the 16.8 year life expectancy of
a Mancunian – or the 14.3 year life expectancy of a Glaswegian!  But for real longevity, head south, for the
equivalent life expectancy of a 65 year old living in Dorset is a spritely 19.7 years!

So, what do we draw from this?  Firstly, that every ‘working’ year must also fund a retirement year.  Secondly, that
State Pension is unlikely to ever provide much more than pocket money for those now under 50.  And thirdly that
private pension provision must become an absolutely essential pillar to the structure of every business.

Why Are SSASs such a good pension vehicle?
Now in recognition that an inadequately funded retirement would be unemployment by another name, we think
that sound financial independence in later life needs to be taken very seriously.  The efficiency and all round
freedoms enjoyed by SSAS members, provide just about the perfect solution to this wealth accumulation challenge.
But the massive incentives and compelling reasons for this method of earmarking personal wealth will always be
sensitive to economic and political pressure.  Remember the Chief Secretary to the Treasury’s views on Higher
Rate relief, before this year’s Budget?  He didn’t get his way – but the Government’s books still aren’t balancing,
and Higher Rate relief still ‘costs’ the Treasury over £2.25 bn a year.

With these thoughts in mind, run through this simple check list and see whether there’s more to be done before
the autumn:-

l Contribution Annual Allowance of £50,000 per Member.
l The potential to contribute up to £200,000 by ‘Carry Forward’ of any Annual Allowance unused in any of the
last 3 years.

l Wholly allowable company contributions or personal up to 100% of earnings.
l For personal contributions: a ‘no quibble’ income tax subsidy of up to 50%.
l All contributions accumulate within a tax sheltered fund – subject to a maximum Lifetime Allowance of £1.5
million per member.

l The resultant tax sheltered fund may acquire or be invested within a wide range of capital assets not otherwise
accessible through institutional sources.

l Benefits may be drawn at any time from age 55 onwards – no retirement necessary!
l Benefits may be drawn whilst contributions continue to be made and benefits continue to accumulate.
l Benefits may comprise both tax free cash and taxable income.
l Benefit withdrawal may be varied – or stopped and started from year to year.
l Ownership and control of the fund remains in the hands of the Trustees.

SSAS membership must represent the ultimate method of safeguarding the financial future.  I cannot think of any
other legitimate way of re-routing pre-tax profit that has the capacity to deliver essential future benefits – whilst
simultaneously complimenting company progress.  Efficient tax avoidance?  Certainly.  Morally questionable
‘aggressive tax avoidance’?  Certainly not.

Contact us for more information – or for our help.  Meanwhile, doesn’t Dorset also host the Great Dorset Steam
Fair this month...?  What a splendid place to live!  

Geoff Stait
10 August 2012
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