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In this issue we focus on:
l The Election – Place Your Bets
l Pension Freedom Has Arrived

The Election – Place Your Bets
It was absolutely spot-on. This election campaign really does seem to have taken the form of an Advent Calendar
– with a treat a day being earnestly trotted out by Party leaders, who show no hint of embarrassment or concern
as to their credibility. Party politics seems to be descending into a shameless blagging competition that departs
ever further from what’s genuinely workable, achievable or affordable. Surely they don’t really think we buy it do
they... do they?

Don’t despair, whilst we endure this nonsense we are briefly parliament free and will remain so until 8th May when
a new Government will be formed and Parliament re-convened. Well that’s the plan but the unpredictability of the
outcome of this Election seems to suggest that 8th May will more likely be the starting date for frantic behind the
scenes post-election negotiations to press together our next coalition government. 

In 2010 it took 4½ days of horse-trading to form a coalition that would govern. Maybe next month’s post-election
negotiations will set a new record. But no worries, for the moment we can enjoy being government free. No
government means no new taxes, no new spending and no new debts. Why, we could come to like it!

The folks in Belgium found being ungoverned for an extraordinary 541 days (between April 2010 and December
2011) to be both refreshing and splendidly jolly. Life carried on, local government functioned and nothing stopped
working. It must have been a worrying time for those who were desperate to rule but couldn’t. Perhaps the ultimate
expression of a disenchanted electorate?

For the moment, things are different here. Global confidence in our governance, our economy and our currency
carries far greater importance to our financial wellbeing that it would for a Sovereign State within the Eurozone net.
Nevertheless the odds on a hung parliament have never been shorter.

Pension Freedom
Before the dissolution of parliament, the government passed into law the most profound changes to pension
regulations that we’ve seen in the last 30 years. In previous bulletins I’ve detailed all of the remarkable changes
that are now enshrined in law. So with the regulations firmly in place we now begin to face the real-life rigours of
practical application in the realisation of the true potential. The cracks and the gaps will also doubtless become
increasingly apparent.

Let me therefore first address the fundamentals:
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1. Pension Freedom has arrived. It’s here now and came into effect on 6th April 2015.

To all followers of these bulletins, the new rules will now be old news. You’ll know that the routine annuitisation
of benefits held within ‘Defined Contribution’ Occupational Schemes, Personal Pension Plans and ‘Retirement
Annuity’ contracts will no longer apply.

Pension Freedom also comes to all members of private sector ‘Defined Benefit’ occupational pension
schemes together with some of those with benefits preserved within public sector ‘defined benefit’
occupational pension schemes.

Everyone with benefits accrued within any of these designated pension benefit areas will now have the right
(should they so wish) to uplift the entirety of their prevailing fund value at any time from age 55 onwards,
and access that fund for tax-free cash, taxable drawdown pension, taxable drawdown capital or annuity
purchase, at their discretion. The genuine pension flexibility that’s been enjoyed by members of SSAS’s for
so long has now finally been delivered to most in the marketplace. Three cheers for that!

2. We’ve got the rules – but what about the guidance?

Let’s first recognise that ‘pension freedom’ comes to us courtesy of political and economic imperative – not
the abandonment of the love of regulation. By freeing the £350 billion that Members hold within their Money
Purchase pension pots, the Chancellor hopes to stimulate the economy by encouraging even more of us to
spend our savings!

Keeping that thought to the fore, the ability to independently manage a progressive drawing of cash from
our lifetime pension savings is indeed an extremely attractive proposition for many – outstanding borrowings
can be repaid, partial retirement accommodated, post retirement investment pursued and taxable income
carefully controlled to minimise the loss to tax.

But beware, common sense can easily become a casualty in any rush for freedom and no irreplaceable
lifetime pension income should be cast aside without careful critical analysis and sober reflection. There’s
very much more to consider than the simple appeal of the control of a capital fund, over the predictable
receipt of a permanent lifetime pension income. 

In recognition of the importance of such pivotal decisions, the regulator, has introduced new rules to ensure
that appropriate retirement risk warnings are given to all those who have decided to access their pension
savings. The nature and extent of the warnings differ in accordance with the structure within which the existing
benefits are held. In essence, the more complex the structure, the greater the need for risk warnings,
guidance and advice.

For those aged 55 or over with a defined contribution pension fund free guidance will be made available.

This is being funded by the Financial Conduct Authority (FCA) placing a pensions guidance levy (PGL) on
certain firms authorised and regulated by the FCA including life insurers and financial advisors.

Those qualifying should first of all visit the Pension Wise website at www.pensionwise.gov.uk.

There is the option of applying for a telephone appointment with the Pensions Advisory Service (PAS) or a
face to face meeting at a branch of the Citizens Advice Service.

Afterwards there is a letter with a summary of the pension options and what they mean for that persons
circumstances.
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Note that the words ‘information’ and ‘guidance’ tiptoe carefully around any suggestion of ‘advice’, for advice
may only be offered by those qualified to give it – and such people are in short supply. In fact it’s ironic that
at a time when both government and retirees are in urgent need of qualified experienced advisers, the breed
is fast falling into the ‘endangered’ zone!

In fact, without fully qualified advice, any conversion or transfer of pension entitlement within a defined benefit
scheme, a defined contribution scheme with ‘safeguarded benefits’ or a Retirement Annuity/Personal Pension
Plan with underlying guarantees, quite simply, should not take place. It is essential that the intending retiree
forms a clear understanding of the merits and risks of the available alternatives, their sustainability, tax
implications, the value or loss of guarantees, genuine investment risks and relevance to their personal
position and financial circumstances.

Neither the PAS nor the Citizens Advice service will be empowered to provide ‘advice’. The importance and
complexity of the issues that must be addressed and understood, before any single benefit uplift route is
taken are such that highly specialised knowledge must be employed. The free guidance services will, for
many, be an essential first step in developing an awareness of the benefits and pitfalls of the alternatives
before them. Step two must be the more challenging matter of personal advice – and for that, IFA’s with the
knowledge are essential. 

Contact us. We can help.

Geoffrey Stait
17 April 2015

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.


