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Drawdown – and the Regulator

For decades, SSAS members have enjoyed the 
many benefits of ‘drawdown’. Under its changing 
names and forms, drawdown has been the pension 
structure of choice of almost all retiring SSAS
members since before ‘Phased Retirement’ and 
‘Income Withdrawal’ replaced the original ‘GAD’ 
based structure, 25 years ago.  

The ability and appeal of uplifting a flexible and 
varying pension income from a continuously 
invested member account was always hugely 
attractive – especially where personal assets and 
investments might also carry the potential to deliver 
additional income from independent sources.

Throughout its long history, the structure of 
SSAS ‘drawdown’ has enabled scheme members 
to retain their scheme capital investments 
(of varying nature) and over a period of many
years fund pension needs from progressive and 
selected liquidations.

Now, when Chancellor George Osborne took the 
calculated step in his March 2014 Budget to extend 
‘pension freedom’ to all, the pension and retirement 
savings market was astonished. At a stroke, every 
Personal Pension investor and Defined Contribution 
(DC) Scheme member found they were presented 
at retirement with the opportunity to make a choice; 
a choice between a guaranteed lifetime annuity 
and personal control of the pension funds they 
had accumulated over the years. Needless to say, 
with lifetime annuity rates on the floor, the option 
to adopt and control accumulated pension funds 
became a very, very attractive alternative.

For holders of pension entitlements within private 
sector ‘Defined Benefit (DB)’ Schemes the 
opportunity to make a choice was much less 
immediate – nevertheless, the decision was the 
same: a choice between a quoted lifetime pension 
income - and the deemed capital value of that 
guaranteed lifetime income stream. Presented this 
way round the judgement somehow feels more 
difficult to make.  Nevertheless, with current 
near-zero gilt yields (determining the calculated 
capital value of the guaranteed pension), 
a decision between an indexed pension income 
of say £200 per week and the control of its 
equivalent capital value - of say £350,000 or so, 
the need to make a choice between the two can 
become almost overwhelming. It begs a mountain 
of questions that would defeat the skill set of any 
normal investor.  

Little wonder that many adopt a ‘Devil take the 
hindmost’ view and simply uplift the fund.  
Nothing wrong with that of course – but in a 
near-zero interest rate climate, the question is, 
having taken the fund, what’s then to be done 
with it?  And of course, what happens next?

In many instances, the adopted capital fund is 
carefully and deliberately expended over a 
carefully judged period of time. But in some cases, 
the uplifted funds are treated simply as a windfall 
and are just energetically spent! For a proportion  
of this group, that may be fine – but for others it 
can be a financial disaster.  

This temptation to ‘blow the lot’ has worried the 
regulator. And now the first stirrings of regulatory 
action are emerging.



Technical Excellence | Bespoke Solutions | Quality Service

We’ve always recognised that what works for those 
who are financially aware and ‘in business’, isn’t 
going to work the same way for those who aren’t.  
Pension freedom has indeed been liberating – even 
life changing – but all freedoms carry risks, and 
it’s the Regulators job to both flag-up risks and do 
what they can to protect the vulnerable.

On 30th July, the FCA issued their Policy 
Statement* detailing the rules they seek to enforce 
next year, following the completion of their lengthy 
Retirement Outcomes Review.

The FCA’s intentions is to apply their new rules 
to all insurance company drawdown providers, 
together with those that operate SIPP’s.  
Although SSAS trustees are not expressly included, 
we’re not excluded either!  We will await further 
guidance and keep you advised – more on 
this next time ……

 
Geoffrey Stait 

 October 2019

The opinions expressed are those of the author. The material provided is for general information only and does not constitute 
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Links to external sites are for information only and do not constitute endorsement. Always obtain independent professional advice 
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(*Retirement Outcomes Review: Feedback on CP 19/5 and our final rules and guidance)


