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 FACTSHEET RETIREMENT

PRIVATE PERSONAL PENSIONS
TO AFFORD THE LIFESTYLE YOU WANT WHEN YOU RETIRE, YOU NEED TO DO SOMETHING 
ABOUT IT TODAY

It may be tempting to say, “But retirement is a long way 
off,” yet it’s never too early to start investing in order to 
protect your future. To afford the lifestyle you want when 
you retire, you need to do something about it today. You 
now have a much greater choice when it comes to how 
HUK�^OLU�[V�[HRL�YL[PYLTLU[�ILULÄ[Z�MYVT�WLUZPVUZ�ZPUJL�
[OL�WLUZPVU�ZPTWSPÄJH[PVU�Y\SLZ�^LYL�PU[YVK\JLK��

<2»Z°WLUZPVU�[H_�YLNPTL�
radical overhaul
6U���(WYPS�����°THQVY�JOHUNLZ�^LYL�PU[YVK\JLK�[V�
the structure of UK Pension schemes. These changes 
OLYHSKLK°WYVIHIS`�[OL�TVZ[�YHKPJHS�V]LYOH\S�VM°[OL�<2»Z�
7LUZPVU�[H_�YLNPTL�°;OL�UL^�ZPTWSPÄLK�YLNPTL°^HZ�SHYNLS`�
H�YLWSHJLTLU[�VM�[OL�WHZ[�WLUZPVU�MYHTL^VYR°HZ�VWWVZLK�
[V°[OL�HKKP[PVU�VM�HUV[OLY�SH`LY�VM�SLNPZSH[PVU��

The most important thing is to plan your retirement 
funding strategy in advance. Anyone investing in a 
pension should remember that whilst pensions are 
L_[YLTLS`�[H_�LMÄJPLU[��P[»Z�PTWVY[HU[�[V�YLN\SHYS`�YL]PL^�
where your money is invested. This becomes more 
important as you begin to approach retirement when your 
investment aims may gradually change from growing the 
value of your pension fund to protecting it.

A private personal or stakeholder pension scheme could 
be right for you if:

Q��you want to save money for retirement in addition to  
 your occupational workplace pension 
Q��you’re self-employed, so don’t have access to an  
 occupational workplace pension scheme
Q��you aren’t working but can afford to pay into a pension 
Q��your employer offers it as an occupational 
 workplace pension 

7LYZVUHS�HUK�Z[HRLOVSKLY�WLUZPVUZ�HYL�ºKLÄULK�
contribution’ private pensions that you arrange yourself. 
You contribute money into a pension fund which you 

use to buy a regular income when you retire. Sometimes 
employers set up group personal or stakeholder pensions 
for their employees.

;H_�LMÄJPLU[�LU]PYVUTLU[
7LYZVUHS�WYP]H[L�WLUZPVUZ�NYV^�PU�H�[H_�LMÄJPLU[�
environment. You pay no capital gains tax on any growth 
and no further UK tax on any income the investments 
WYVK\JL��HUK�PUJVTL�MYVT�Ä_LK�PU[LYLZ[�PU]LZ[TLU[Z�
and deposit are received gross. UK investors under age 
���JHU�ILULÄ[�MYVT�\W�[V����WLY�JLU[�WLUZPVU�[H_�YLSPLM�
���������[H_�`LHY���

Annual allowance
;OL�HUU\HS�HSSV^HUJL����������PU�[OL���������[H_�`LHY��
caps the maximum contributions that can be made by 
HU`VUL��`V\YZLSM�VY�`V\Y�LTWSV`LY��MVY�PUZ[HUJL��PU[V�HSS�
your pensions in a tax year. This limit does not apply to 
JVUZVSPKH[PUN�WLUZPVUZ��I\[�PUJS\KLZ�[OL�]HS\L�VM�ILULÄ[Z�
I\PS[�\W�PU�ÄUHS�ZHSHY`�ZJOLTLZ�

Lifetime allowance
The lifetime allowance is the maximum amount of pension 
ILULÄ[�`V\�JHU�I\PSK�\W�V]LY�`V\Y�SPML�[OH[�PZ�H]HPSHISL�MVY�
[H_�YLSPLM��0M��^OLU�`V\�[HRL�`V\Y�WLUZPVU�ILULÄ[Z��[OLZL�
are worth more than the lifetime allowance there is a tax 
JOHYNL��[OL�SPML[PTL�HSSV^HUJL�JOHYNL��VU�[OL�L_JLZZ�
The lifetime allowance charge is a tax charge paid on 
HU`�L_JLZZ�PU�[OL�]HS\L�VM�`V\Y�WLUZPVU�ILULÄ[Z�V]LY�
the lifetime allowance limit. The rate depends on how 
this excess is paid to you. If the amount over the lifetime 
allowance is paid as:

Q�lump sum - the rate is 55 per cent
Q�taxable pension - the rate is 25 per cent

Carry forward 
If your total pension contributions for the tax year are 
more than the annual allowance you may still be able 
to claim tax relief as you can carry forward any unused 
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to say, “But 
retirement is a 
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it’s never too early 
to start investing 
in order to protect 
your future. 
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allowance from the previous three years to the current 
tax year. You will only have to pay tax on any amount 
of pension contributions in excess of the total of the 
annual allowance for the tax year, plus any unused annual 
allowance you carry forward. These carry forward rules 
are not being changed. The effect of this is that 
for 2014/15 you will be able to carry forward up to 
£50,000 unused allowances from each of the tax years 
2011/12 through to 2013/14.

When you can receive your pension
The earliest age you can receive a private personal or 
stakeholder pension is usually 55, depending on your 
arrangements with the pension provider or pension trust. 
You don’t have to be retired from work.

The 3 basic steps when arranging your retirement 
income are:

Q�decide when you want to retire
Q�decide how you want to be paid
Q�shop around for the best deal on a regular payment 
�I\`PUN�HU�ºHUU\P[`»�

Deciding when to retire
Generally, the older you are when you take your pension 
the higher the payments because your life expectancy 
is shorter.

Deciding how you want to be paid
When you’re close to retirement you have to decide how 
you want your pension to be paid. This will depend on the 
arrangements you have with your pension provider but 
usually you’ll have the option to take up to 25 per cent 
of your pension fund money as a tax-free lump sum and 
the rest as regular payments. These could be monthly, 
quarterly, half-yearly or annually. 

Make sure you really enjoy 
your retirement
You deserve a comfortable retirement where you don’t 
have to worry about getting by on a State Pension and 
V[OLY�ILULÄ[Z��)`�HJ[PUN�UV^�HUK�W\[[PUN�PU�WSHJL�`V\Y�
pension arrangements, or by reviewing your current 
pension provision, you’re making sure that you can really 
enjoy your retirement. Contact us to discuss how we 
JV\SK�OLSW�`V\�WSHU�¶�KVU»[�SLH]L�P[�[V�JOHUJL�

A pension is a long-term investment. The fund value may 
Å\J[\H[L�HUK�JHU�NV�KV^U�HZ�^LSS�HZ�\W��@V\�TH`�UV[�NL[�IHJR�

your original investment. Past performance is not an indication of 
M\[\YL�WLYMVYTHUJL��;H_�ILULÄ[Z�TH`�]HY`�HZ�H�YLZ\S[�VM�Z[H[\[VY`�
change and their value will depend on individual circumstances. 

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.

The earliest age 
you can receive a 
private personal 
or stakeholder 
pension is 
usually 55.


