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f you are saving for your
retirement using gersonal
pensionor already taking
benefits from one, it is importar
that you understand the
proposals that were introduced
with effect from 6 April 2011, Iin
particular changes to the Annui
Allowance and the rules
governing how you can take
retirement benefits from your
pension fund in the future.
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Changes in the Annual Allowance

The Annual Allowance is the maximum amount of annual pens
savings that benefit from tax relief, including contributions made
others on your behalf, such as an employer.

For the taxyear 2011/12, the Annual Allowance hasanfged from
£255,000 to £50,000. Please note that personal contributions
eligible for tax relief up to the higher of:

e £3,600, and

e 100% of their relevant UK earnings for that tax year

Introduction of carryforward of unused Annual Allowance

For those who have been contributing less than £50,000 each
over the past three years, it is possible to carry forward any unu
allowance.

However, the following conditions will need to be met:
|. you have been a amber of a registered pension scheme
each of the past 3 years
ll. the Annual Allowance in each of these years, for the purpose
carry forward, is limited to £50,000
lll. if in an intermediate year, you exceed this £50,000, then f
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example:
08/09 £30,000 —
09/10 £60,000
10/11 £30,000

Here unused allowance is £30,000; £10,000 from 08/09 (09/10 wk
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Taking benefits from your pension D

Having built up a retirement fund within yoyensionyou will at
some point wish to take an income from it. There are a numbe
ways of doing this including:

Taking a proportion of your fund
(normally up to 25%) as a tax free lump
sum, and either

Using your remaining fund to buy an
annuity from a life insurance company
which will then pay you a regular income,
or

Drawing down a proportion of your
remaining fund each year as an income
(referred to as income drawdown)




The changes mainly affect the third option, which is eatly known
as an Unsecured Pension (USP), or if you are beyond age 7!
referred to as an Alternatively Secured Pension (ASP). In part
the changes may affect the level of income you will be able to-
each year. USP and ASP are to be replagid a new form of
iIncome drawdown. This new arrangement will be referred to
Capped Drawdown, or if you can satisfy certain criteria you may
for an alternative, termed Flexible Drawdown instead.

The maximum level of income that can be taken frpour pension
fund in any one year is calculated using a set of actuarial te
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Capped Drawdown, the maximum is 100% of the calculated fig
compared to the 120% under USP and 90% under AS# neans
that in some circumstances your maximum allowable pension

decrease and in some it may increase.

Depending on your own circumstances, you may decide to ele
take benefits under Flexible Drawdown. There is no restriction or
amount of hcome you can take through Flexible Drawdown, sub
to a maximum of 100% of your remaining fund, provided you I
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Drawdown payments will be treated as income so you will be te
at your maginal rate of tax.

Other important changes include ending the requirement to tak
tax free lump sum and/or commence income drawdown or buy
annuity by age 75.

The Financial Services Authority does not regulate tax advice.
The tax treatment depend®on the individual circumstances of thi
iInvestor and may be subject to change in the future



Francis Clark

FINANCIAL PLANNING

For more information about these rules, please contact u98b 643 4564.

Exeter | Plymouth | Salisbury | Taunton | Tavistockorquay| Truro

www.fcfp.co.uk

Francis Clark Financial Planning is a trading style for Francis Clark Financial Planning Ltd.



