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Welcome to Bulletin 92 | July 2018
In this issue, we focus on:
l Bulletin and Website Changes
l Pension Freedoms and IHT

The news of a possible beer shortage this summer sent a shiver down many a spine. It’s said that this shortage 
may also affect food and soft drinks – fair enough, but beer... now that’s serious, so clearly this needs sorting – 
sharpish!

 
Bulletin and Website Changes
The purpose of our monthly bulletins is to alert, inform and offer guidance on pension matters that we consider 
relevant to our readers – but although we’re clear on what we’re saying, we recognise that our message may not 
always be clear to you. Are we saying too much – or too little? Does it make sense – or is it techno-speak? So, 
our challenge is how to make these bulletins - and our website - more helpful to all who visit us. Two areas for 
immediate change are a rebuild of our website ‘search’ facility and a new ‘comment, response and query’ section 
for our on-line bulletins. 

The website and bulletin changes should be up and running next month. We’ll talk more about them in our  
August bulletin.

Many of you have been regular readers of my bulletins for quite a few years. Thank you for both your tolerance and 
your loyalty. Although you surely deserve an award, the best I can offer for now, is more pension insight, comment 
and my personal thoughts. My abiding principle in writing these bulletins from this small corner of the pensions 
world, is to take a ‘users view’. Should I stray from this, then please put me right. 

A welcome bi-product of the government’s Brexit entanglement has been the lessening of new home-grown 
pension legislation. Can it be that the government is finally content with all pension allowances, reliefs and benefit 
uplift structures? No, of course not – but with the Autumn Budget still months away, this period of calm gives 
us time to explain more about the massive reshaping of inheritance and legacy planning arrangements which 
‘Pension Freedom’ has brought to us.

Pension Freedoms and IHT
‘Pension Freedom’ legislation had the effect of elevating the appeal of ordinary pensions, from the mundane, to 
the unique. Pension freedoms have cast aside so many areas of complication, that members of SSASs - especially 
members of SSASs - are now able to look upon their pension funds as both personal retirement provision and 
inheritable wealth for their families.

The multi-purpose nature of a pension fund in retirement raises many new questions upon the overall tax efficiency 
of retirement income. Is it better to retain much of the pension fund and take cash and income from personal 
capital – or to live on the pension fund and retain personal capital?
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The permanence and enveloping presence of IHT, together with the new pension freedom landscape need to 
be recognised and considered in unison. Legacy intentions and the taxation consequences upon wealth that’s 
inherited, should now be a major influence upon the direction, and the most tax efficient sources, of retirement 
income. 

For many SSAS members, the value of their domestic residence will take up most, if not all of their IHT Nil-Rate-
Band allowance. And even after the ‘Domestic Residence Nil-Rate-Band’ IHT allowances of the next 3 years, an 
Inheritance Tax liability on death can become unavoidable.

The IHT Nil-Rate-Band of £325,000 has remained unchanged for more than 9 years now – meaning that, after 
adjustment for inflation, this £325K allowance carries a value that in real terms is worth 32% less than its 2008 
figure. 

Last year’s IHT Main Residence Nil-Rate-Band (RNRB) exemption, introduced an additional Nil-Rate-Band when 
a residence is passed on death to a direct descendant. However, this Nil-Rate-Band improvement will only benefit 
those where the total assessable estate (inclusive of main residence) passing on death doesn’t exceed £2 million. 

On estate’s valued at more than £2.0m but less than £2.2m, RNRB is cut back by £1 for every £2 by which the 
estate exceeds £2.0m. Beyond £2.2m, this allowance ceases to have any value at all. Furthermore, RNRB only 
applies where a property is ‘closely inherited’ – in other words children or grandchildren and excludes nephews, 
nieces, siblings and other relatives who fall outside the list. A description of the complexity and tapered nature of 
RNRB was given in Bulletin No 84 (Nov 2017), to revisit this, please click: https://www.pensionsmanagementltd.
co.uk/wp-content/uploads/2017/11/84_pml-bulletin.pdf.

Now, compare the IHT impact on legacy capital, with the potentially IHT free inherited pension fund. In Bulletin No 
72 (Nov 16), https://www.pensionsmanagementltd.co.uk/wp-content/uploads/2016/11/pml_bulletin-72-nov.pdf, I 
described how the ‘freedom’ rule changes removed most of the restrictions previously encountered upon the 
arrival of a 75th birthday. The imperative to take the Cash Lump Sum prior to that age, together with restrictions on 
maximum upliftable drawdown income is now gone, as is the penal taxation upon the inheritance of a member’s 
fund on death after 75.

The position now is one of the capacity to succeed to a deceased member’s pension fund, free of IHT or any other 
tax charge upon that event. What’s more, the transferring pension fund retains its highly tax favoured status in the 
hands of the inheritor – with a liability to income tax only arising upon the beneficiary when income is withdrawn 
from the fund.

The legacy decision for the future is therefore whether to leave heavily taxed capital – or tax-free capital, but 
taxable income to your favoured beneficiaries. And that decision will help determine the favoured source of your 
retirement income. 
Ask us for information or guidance, by calling us on 0121 693 0690 or by contacting us: https://www.
pensionsmanagementltd.co.uk/contact-us/.
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