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From the 6th April 2015, we’ll see the biggest change in pension rules in over 
a decade come in to force. Pension freedom will allow you to choose how you 
access the money you have saved in your pension pot. The most common types 
of pensions affected include: 

•  personal pensions;

•  group personal pensions (GPPs); 

•  self invested personal pensions (SIPPs);

•  additional voluntary contribution schemes; and

•  defined benefit occupational schemes.

These types of pensions are commonly referred to as money purchase schemes, defined 
contribution pensions or defined benefit schemes. 

How will you be affected?

Typically most people approaching retirement bought an annuity, which provided a guaranteed 
income in retirement. But once purchased, it meant you couldn’t change your mind. Pension 
freedom means you will be free to choose what you do with your pension savings. If you are aged 
55 or over, you can choose to:

•  take your whole pension fund as cash
You can take up to 25% tax free as a lump sum. If you take out more than 25% cash from 
your pension pot, income tax will then be charged.

•  take regular smaller lump sums of cash
You can opt to take regular lump sums of cash from your pension at times that suit you. 
However, each withdrawal will only be tax free for the first 25%. If you withdraw more, income 
tax will be charged.

•  keep your money invested and draw a regular income
You can take 25% tax free and then receive a regular income from the remaining amount. This 
could be through income drawdown, where income is taken directly from the pension fund, 
which remains invested, or you could receive a guaranteed income for life by buying an annuity.

It is important to note, although 25% of any money you withdraw from your pension is tax-free, 
the remainder will be treated as income for that year and will be taxed accordingly. For some, it 
could mean you are pushed into the next tax bracket (40% or 45%); especially if this is added to 
your salary or any other income you might receive. 

For example, if you earned the average income of a pre-retiree of £33,288, and took your 25% 
tax free cash and an additional £20,000 as a lump sum from your pension, it could, potentially, 
push you into the higher income rate tax bracket for that part of your pension payment1. If you 
took an even larger lump sum, you could end up paying a much higher rate of tax than you are 
used to. You may also have to complete a self-assessment tax return.

1MGM Advantage - http://newsroom.mgmadvantage.co.uk/pension-freedoms-threaten-to-push-60000-into-higher-rate-tax-bracket - 17th November 2014



Decisions, decisions…
The introduction of pension freedom and choice is liberating and exciting but it comes with a lot of 
pressure. The choices you make now will impact on how you live in retirement, so it is essential you 
make the right decisions for you and your family.  

How we can help you 
At Foster Denovo, our specialist financial advisers can discuss your options with you. Through the 
use of cash-flow modelling, we can help you make the right financial planning choices to achieve 
the lifestyle you want in retirement. Whether you want to: 

•  retire now; 

•  postpone retirement; or 

•  phase in your retirement; we can help you.

Our financial advisers can provide advice over the telephone or face-to-face. There is a cost for this 
service but your first discovery meeting, or call with an adviser, is at our expense. Your adviser will 
always agree costs with you before carrying out any work.

What next?

If you would like to learn more about your options, please call us 
on 0330 332 7866* or email advise-me@fosterdenovo.com.

On average, people 
aged 55 today will 
live to their  
mid-to-late 80s2

2Source: the Office of National Statistics

Around 1 in 10 men 
and 1 in 5 women 
will live to 1002
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About us
Foster Denovo, an integrated wealth adviser and national firm of financial advisers, is:

•  a provider of specialist financial advice, services and investment solutions for individuals  
and families, businesses and charities;

•  one of the top financial advisers in the UK;

•  Money Marketing’s 2013 IFA of the Year;

•  Runner Up for Money Marketing’s Adviser Firm of the Year 2014;

•  the winner of over 20 prestigious industry awards;

•  owned by the people who work within the company, with no significant external shareholders; and

•  a UK-wide group of more than 70 financial advisers supported by around 185 employees  
in eight offices.

If you would like to find out more, please: 

call: 0330 332 7866*

email: advise-me@fosterdenovo.com; or

visit: www.fosterdenovo.com/advise-me

*Calls are charged at your standard landline rate.

Important note
This booklet is based on our current understanding of the Taxation of Pensions Act, the Pension Schemes Bill, the Budget 
and subsequent treasury announcements as at 30 March 2015. It is a summary and cannot cover every nuance. You should 
not take, or refrain from taking, any action based on this information. Tax treatment can change and depends on your 
circumstances. Unless stated otherwise, all figures apply to the 2015/16 tax year. Please remember, taking money out of a 
pension will impact standards of living in retirement. This information is not personal advice. If you are unsure an investment 
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