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Thinking about your financial future?
Planning can be key to a successful financial future
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Highlights from Philip Hammond’s Spring Statement
Take your time to understand your retirement options
Final Salary Pensions and your Annual Allowance
Have you reached your Pension Lifetime Allowance limit?
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Welcome to the Spring edition of our
quarterly client newsletter, which
provides topical financial articles.
Please let us know if you’d like to discuss your financial
situation or would like to find out more about our services.
Whatever your financial needs, we are always pleased to
speak with you.

Spring Statement Highlights
The Plan for Britain’s Future
The Chancellor announced his Spring
Statement on Wednesday, 13th March.
Philip Hammond said that the only
sustainable path to higher wages and rising
living standards was to boost productivity.
By investing in infrastructure, skills,
technology and housing we can build an
economy that works for everyone; so that
we can eliminate low productivity and low
wages.
The Economy
The Office for Budget Responsibility (OBR)
have forecast the Government to grow its
revenue over the next five years.
Cumulative growth over the next five years,
is now slightly higher than the Budget
forecast.
At 1.2% this year, then 1.4% in 2020 as
forecast at the Autumn Budget and 1.6% in
each of the final three years.
Public Finances
Borrowing has already been reduced by fourfifths since 2009-10 and debt has begun its
first sustained fall in a generation.
Borrowing this year will be just 1.1% of GDP
– £3 billion lower than forecast at the Autumn
Budget.
Debt fell last year, and is forecast to fall
continuously, to 73.0% of GDP in 2023-24.
Announcements
An additional £100m available over the
course of the next year to help deal with the
surge in knife crime.
An additional £260 million for the innovative
Borderlands Growth deal.
To help small businesses take on more
apprentices, £700 million package of reforms
has been brought forward to April of this year.
£79 million invested in a new supercomputer
to be hosted at Edinburgh University.

£45 million of Northern Powerhouse
Investment Fund (NPIF) funding to the
European Bioinformatics Institute – ensuring
Britain’s continued lead in genomics
research.
£81 million is being invested in a new
Extreme Photonics Centre in Oxfordshire to
develop new types of lasers.
A new £3 billion Affordable Homes Guarantee
scheme, to support delivery of around 30,000
affordable homes.
A Future Homes Standard, mandating the
end of fossil-fuel heating systems in all new
houses from 2025 is being introduced.
Free sanitary products in secondary schools
and colleges in England from the next school
year.
Company Audit Committees to review
payment practices, and report on them in
their Annual Accounts.

Planning for your financial future
Retirement choices
Now more than ever, there
is greater responsibility on
individuals to plan for their
financial future, with both
increased pension choices
and a rise in employee
contributions to their
workplace pension.

contributions that you pay
when you are working and
contributions that are
credited to you when you
are unable to work.

This April, the minimum
contribution to workplace
pensions for employees
(where the employer is
paying the minimum) has
risen from 3% to 5% (if
based on qualifying earnings
£6,136 - £50,000).

Leave your pot untouched
You don’t have to start
withdrawing money from
your pension pot, you can
leave your money invested
until you need it.

With the employer minimum
contribution (for qualifying
earnings) also rising from
2% to 3%.
There are no hard and fast
rules governing when you
can or can’t retire, although
private pensions can't be
accessed until age 55
currently and state pension
from state pension age. It’s
no longer the case that you
have to take your pension at
the same time as you stop
work.
Your State Pension
Your State Pension can be a
source of income for your
retirement and is a regular
payment from the
Government that most
people can claim when they
reach State Pension age.
The amount of State
Pension you’ll get depends
on how many ‘qualifying’
years of National Insurance
payments you have. This
includes National Insurance

There are many choices
with a private pension, see
below.

In fact, you could even add
to a personal pension by
increasing the amount you
pay into your pension pot
leading up to your
retirement.
If you want to build up your
pension pot further, you can
continue to receive tax relief
on your own pension
savings of up to *£40,000
(more if carried forward is
used) including any
employer contributions each
year (2019/20). This is
assuming your personal
contributions don't exceed
the amount you have
earned.
*This is reduced to £4,000 if
you take a flexible payment
from money purchase
benefits.
(There is also a tapered
reduction in the annual
allowance for individuals
with income (including the
value of any pension
contributions) of over
£150,000 a year, where

their income (excluding
pension contributions) is in
excess of £110,000).
More complex rules apply
to those with benefits in a
defined benefit (often final
salary) pension scheme
(see page 6).
Guaranteed Income
(annuity)
You can choose to take up
to 25% of your pension pot
as a tax-free lump sum.
Your pension pot can be
used to buy an insurance
policy (an annuity) that
guarantees income for the
rest of your life.
An annuity is a type of
retirement income product
that you buy with some or all
of your pension pot. It pays
a regular retirement income
either for life or for a set
period.
The amount you receive will
depend on factors such as
age and whether you want
your annuity to pay to your
spouse or partner when you
die.
It’s wise to take your time to
investigate the different
types of annuity and their
returns to see which annuity
would suit you best.
If you have a pension fund,
you should be told that as
an alternative to buying an
annuity from the company
you have saved with, you
have the option to take the
fund to another company
and buy it from them.

The value of pensions and investments and the income they produce can fall as well as rise. You
may get back less than you invested.
The Financial Conduct Authority does not regulate taxation advice.
Tax treatment of pensions and investments varies according to individual circumstances and is
subject to change.
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Income Drawdown
Income drawdown is a way of using your
pension pot to provide you with a regular
retirement income by reinvesting it in funds
specifically designed and managed for this
purpose. The income you get will vary
depending on the fund’s performance and it
isn’t guaranteed for life.
You can choose to take up to 25% of your
pension pot as a tax-free lump sum. You can
then move the rest into one or more funds
which allow you to take an income at times to
suit you. Most people use it to take a regular
income. The income you receive may be
adjusted periodically depending on the
performance of your investments.
However, it's important to carefully plan the
money you take from your pot to ensure you
don't spend it too soon. If your pension pot is
the basis for your main income in retirement,
and you don't manage your income, you could
very easily run out of money from your

pension pot. Think carefully about taking too
much too soon. Unlike with an annuity, income
drawdown doesn't guarantee you an income
for life.
Phased Retirement
Many people like to retire gradually, without
giving up work altogether. Phased retirement
is where you can take part of your pension
and continue to work. It can offer a flexible
approach to commencing and withdrawing
pension benefits.
It may suit you to retire gradually without
giving up work altogether. Phased Retirement
could suit your lifestyle whilst providing you
with a greater degree of control and flexibility
over your pension fund.
Phased Retirement can be a flexible and tax
efficient way of providing an income in your
retirement. You can control how much income
you receive, in what form and how the
remaining pension fund is invested.

The value of pensions and investments and the income they produce can fall as well as rise. You
may get back less than you invested.
The Financial Conduct Authority does not regulate taxation advice.
Tax treatment of pensions and investments varies according to individual circumstances and is
subject to change.

Final Salary Pensions and Annual Allowance Charges
It’s a much more complex calculation!
There is a more complex calculation required
to determine how much of your annual
allowance (£40,000 assuming the standard
annual allowance rules apply) you’ve used if
you are in a final salary scheme.
This is because a final salary scheme pays out
an income based on your salary while you’re
working and length of service. So each year,
the amount put into your pension by your
employer will be what's needed to meet the
deal you have, not necessarily a percentage of
what you earn.

£80,000 and she has 31 years’ pensionable
service. At the end of the pension input period
Tina’s pensionable pay has risen by 5 per cent
to £84,000 with 32 years’ pensionable service.
Tina does not have any other pension
arrangements.
Tina’s total pension input amount is the
increase in the value of her pension saving
over the year. This is the difference between
the opening value and the closing value of her
promised benefits.
Tina’s opening value is calculated as:

It's often referred to as the ‘pension input
amount’, and is the difference between your
‘opening value’ and ‘closing value’ of your
pension over a set time period (the tax year).
To calculate the amount of savings you need
to work out the opening value, the closing
value and then the difference between the two
amounts.

find amount of annual pension
31/60 x £80,000 = £41,333.33 multiply annual
rate of pension by flat factor of 16
£41,333.33 x 16 = £661,333.28 increase by
CPI (for the purpose of this example, 3 per
cent)

Opening value: Find the total amount of
annual pension built up immediately prior to
the start of the year/pension input period and
multiply this amount by 16. Next add any lump
sum entitlement built up in the pension plan as
of the same valuation date. You then have to
increase the pension by inflation using the CPI
figure for September prior to your valuation
date to get your opening value.

£661,333.28 x 1.03 = £681,173.27 Tina’s
opening value is £681,173.27.

Closing value: Find the total amount of annual
pension built up by the end of the
year/pension input period and multiply this
amount by 16. Next add any lump sum
entitlement built up in the pension plan as of
the same valuation date. There is no
enhancement for inflation in this calculation,
but you may need to make adjustments to this
figure if there have been any transfers out/in
that need to be taken into account.

£44,800 x 16 = £716,800 Tina’s closing value
is £716,800.

Example: 1/60th accrual rate, no separate
lump sum entitlement.
Tina is a member of a final salary scheme
giving her a pension of 1/60th pensionable pay
for each year of service. At the start of the
pension input period Tina’s pensionable pay is

Tina’s closing value is calculated as:
find amount of annual pension
32/60 x £84,000 = £44,800 multiply annual
rate of pension by flat factor of 16

The difference between the closing value and
the opening value is £35,626.73. Tina’s
pension input amount is £35,626.73, meaning
Tina has no tax liability this financial year.

Pension Lifetime Allowance
Check you haven’t reached your lifetime
allowance limit
Changes to the pension lifetime allowance in
recent years mean now could be a good time
to revisit your retirement savings plan.
The lifetime allowance has risen from £1.03
million to £1.055 million in 2019/20, but it used
to be £1.8 million at its peak (started at £1.5
million in 2006, gradually rose to £1.8 million
in 2010 then gradually dropped to £1 million
before starting to increase again).
It applies to the total of all the pensions you
have, including the value of pensions
promised through any defined benefit
schemes you belong to, but excluding your
State Pension.
Every time a payout from your pension
schemes starts, its value is compared against
your remaining lifetime allowance to see if
there is additional tax to pay. You may need to
review your pension(s) if you are concerned
about a potential tax charge.
The Lifetime Allowance is a limit on the
amount of pension benefit that can be accrued
within pension schemes – whether lump sums
or retirement income – and can be paid
without triggering an extra tax charge.
While most people aren’t affected by the
lifetime allowance, you should take advice if
the value of your pension benefits is
approaching, or above, the lifetime allowance.

Charges if you exceed the lifetime
allowance
If the cumulative value of payments from your
pension pots, including the value of payments
from any defined benefit schemes, exceeds
the lifetime allowance, there will be tax on the
excess – called the lifetime allowance charge.
The way the charge applies depends on
whether you receive the money from your
pension as a lump sum or as part of regular
retirement income.
Individual Protection (against the reduction
in the Lifetime Allowance)
Individual protection 2016 is available for
those that have a total relevant amount of their
pensions valued in excess of £1 million as at
the 5th April 2016, and protects them to that
amount up to a maximum of £1.25 million.
Contributions and accruals can continue.
You cannot apply for individual protection
2016 if you have either primary protection or
individual protection 2014.
Fixed Protection (against the reduction in
the Lifetime Allowance)
Fixed protection 2016 fixes an individual's
lifetime allowance to protect their pension
savings at £1.25 million after 5 April 2016
when the lifetime allowance dropped from
£1.25 million to £1 million. A condition of fixed
protection 2016 is that in most cases you can't
pay in to a pension pot (after 5/4/16), except in
limited circumstances.
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