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In this issue we focus on:
l The New World of Pensions.

It’s taken a while but this month’s bulletin returns to pensions, our core subject, our first love – and our hugely
revitalised hopes for the future. 

The Government’s draft Taxation of Pensions Bill is now speeding through its four week Consultation Period, whilst
the amendments to the Finance Act 2014, easing the limitations to the time limits for current payments of Pension
Commencement Lump Sums, work their way through in time for the Chancellor’s Autumn Statement.

The purpose of the developing legislation is to smooth the path to the arrival next April of the Chancellor’s “Freedom
& Choice in Pensions”, announced in the Budget on 27th March 2014.

Make no mistake, the legislation now in progress shall bring in the most radical change to pensions we’ve
witnessed in a lifetime. The coming changes are so far-reaching that they’ll surely remould the landscape and
structure of all long term savings. 

Overstating the case? Not at all. 

The extraordinary merits of SSAS and SIPP have been both an open secret and an open door for many years. The
investment and benefit uplift flexibility of ‘self investment’ have always carried special appeal – but despite these
many advantages, membership of SSAS and SIPP has limited itself to those who take a keen and active interest
in their personal financial affairs.

The effect of the Chancellor’s introduced legislation will be to revitalise interest in personal investment. It will sweep
aside restrictive conditions and introduce clarity and common sense into the world of pensions. It will permit sound
logic to reassert itself and encourage the energetic participation in the long term accumulation of pension wealth.

Any UK taxpayer now has genuine choice over their selected direction of capital investment. That choice for the
acquisition of many forms of quotable, realisable investments will be between personal purchase or pension fund
purchase. The decision between these alternative acquisition channels will beg some of the following questions:

l “Am I in pursuit of short term gain or is this investment a long-term hold”?
l “If I’m investing for gain, then when and how might that gain be taxed”?
l “Do I seek a taxable income or should this income roll up in a tax exempt environment”?

And when it comes to taking benefits, a completely new world of capital and income tax planning will be open to
all. Early retirement, partial retirement or even temporary retirement will all be on the cards. Why, you could even
make contributions whilst simultaneously drawing benefits!

Every one of us will, in effect, have the opportunity to control our own ‘Exempt Trust Fund’ under which we are
both the settlor and the beneficiary. Should we die before taking benefits then the fund passes, free of all taxes, to
whomsoever we nominate. When we die after taking benefits, the residual undrawn funds (if any) may pass either
as a continuing exempt fund to our spouse or suffer a 55% tax charge (but likely to be lower) and be paid to chosen
beneficiaries, free of IHT. 
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Key elements of the new, post-April 2015 fully flexible drawdown structure include:

l The continued allowance of transfers from both Private Sector and Public Sector Defined Benefits Scheme –
subject to approval under authorised, independent, professional advice. The exception to this allowance is
‘unfunded Public Sector Defined Benefit Schemes’ – from which benefit transfers will be prohibited.

l Those with multiple small pension benefits (in both Defined Benefit and Defined Contribution Schemes) will be
entitled to take up to £30,000 of pension savings as a lump sum, regardless of pension wealth. Where all such
benefits are undrawn, only 75% of the lump sum is taxed as income.

l The age at which the new ‘trivial commutation’ rules comes into effect is to be lowered from 60 to 55.
l All those born after 5th April 1971 should note the proposed increase in minimum pension age, from 55 to 57,
with effect from April 2028, when the State Pension Age goes up to age 67 for all born on or after 6th March
1961. The exception to this will be certain Public Sector Schemes not subject to State Pension Age – Armed
Forces, Firefighters and Police.

l And finally, Annuities. Providers will be given new freedoms to devise alternative annuity structures that could
include variable annuities, commutable annuities and annuities with lifelong death benefit guarantees. We’ll be
watching these developments with great interest!

The new benefits to be conferred upon our pension savings are without parallel. Nowhere else under UK taxation
are multiple advantages of this magnitude to be found. They are unique... and constitute the most exciting,
stimulating and creative avenue of wealth accumulation that we have witnessed in our professional lifetimes.

This is a brief summary of proposed legislation amendments. For further details on how these new structures may
benefit you, just contact your Adviser.

Geoffrey Stait
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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.


