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1. THE FORMAT OF THIS REPORT 

We know that people have different approaches to reading lengthy reports. It’s important that you 
read this entire report. Some people would prefer to skim read the report and then go back to the 
detail later. Others will read it cover to cover straight away. 
 
To address this, this report is split into three elements building on each other, starting with a summary, 
moving to the ‘basic’ report and finally the detail.  
 
This approach hopefully gives a framework and context in the beginning for the more detailed parts that 
follow. I have aimed to make the report as readable as possible to enable you to fully understand the 
advice, but if there is anything you are unsure on, do please contact us to discuss as soon as possible. 
 

 
 
 
Summary of Advice 
A one-page summary giving an overview of the advice 
 
Basic Report 
A concise report of our recommendations, reasons, the advantages 
and disadvantages and the cost. 
 
Appendices 
The basic report expanded covering each of the same areas but 
with more detail, general market and product technical 
information. 
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2. SUMMARY OF ADVICE  

The following is a summary of my advice to refer to as you read through the report: 
 

PLANS BEING REVIEWED 

 
Aviva Stakeholder Personal Pension Plan 
Utmost Personal Pension 
Scottish Widows Group Pension Plan 
Aegon Group Personal Pension 
 

RECOMMENDED ACTION  

 
Organise your pension portfolio by switching the plans noted above 
into a new Self-Invested Personal Pension.  
 
Make a personal contribution of £10,00 net (£12,500 gross).   
 
The reasons for this recommendation are detailed within this 
report. 
 

NEW PROVIDER  
 
Fidelity FundsNetwork platform 
 

NEW INVESTMENT STRATEGY  
 
Bespoke Portfolio of Funds – Low Medium Risk  
 

YOUR CONTRIBUTION  

 
Switch your existing pensions with a transfer value of approximately 
£153,507. This comprises of: 
 
• c. £6,573 from Aviva,  
• c. £36,716 from Utmost,  
• c. £2,057 from Scottish Widows and  
• c. £108,161 from Aegon. 
 
 Please note that values fluctuate daily. 
 
You will also make a personal contribution of £10,800 net (which 
will be grossed up with basic tax relief to £12,500).  
 

 
There are risks involved with any investment and these are detailed further in this report. You should be 
aware the value of your investments can fall as well as rise and there is no guarantee the funds in which 
you invest will perform better than the funds you are currently investing in, indeed, they may not perform 
as well.  
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3. CURRENT SITUATION  

Overview and scope of advice  

This report has been prepared following our recent discussions to provide you with focused advice with 
regards to your retirement planning only. It will include specific product and investment recommendations 
and should be read along with the supporting literature, which I have enclosed with this report. Should you 
wish me to carry out a full financial review, or consider any other areas, I would be happy to provide further 
advice. 
 
The advice in this report is based on the information and personal objectives you have given me in our 
discussions along with the information on your personal circumstances that we hold on file. If you believe 
any of the information is incorrect, please contact me before proceeding with the advice. 
 

 
Retail client rights  

I confirm that in all our dealings you will be treated as a Retail Client. This affords you the maximum 
protection under the Financial Services and Markets Act 2000, together with full rights to the Financial 
Ombudsman Service. 

 
Objectives  

You recently sought my advice in regards to your retirement planning. Following our discussions, we have 
agreed to create an overall financial plan in order to help you meet your long-term goals. In short, we have 
identified that your objectives are:  
 
Phased Retirement 
You told me that you would like to gradually reduce your work hours after the age of 65. However, you 
intend to continue working in some capacity as long as you are fit and healthy to do so.  
 
Having Access to a Flexible Source of Income 
We discussed what income is available to you upon your retirement. In addition to your eventual State 
Pension entitlement, you have a British Gas Defined Benefit plan which will be your main source of income 
in retirement. This should sufficiently cover your main expenditure needs. You do not wish to receive all of 
your income as a fixed, monthly amount. You would like the option to draw additional income to assist with 
non-essential expenditures, such as holidays, as and when needed.  
 
Regular Support  
You do not wish to manage your flexible source of income alone. You explained that you are not an 
experienced investor and so you would like help with investment decisions. You would like to benefit from 
the services of a financial planner, as long as you are able to receive regular contact and updates, as these 
are important to you. While you do not consider yourself an experienced investor, you would prefer to have 
to agree to any changes to your underlying investment portfolio before they are made.  
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Organisation  
You are unhappy with all the paperwork you receive from your various plans. As a result, you feel that you 
do not have a great deal of understanding of what retirement savings you have built up.  
 
Use your Tax Allowances 
Lastly, you have surplus cash that you would like to invest into your pension, with the hope of maximising 
the value available to you upon your retirement.  
 

 
As part of our financial plan, what action did we agree to take? 

1. Review 
We agreed that we would review your funds with regards to the underlying investment funds and 
strategy and whether they were suitable for you. If no longer appropriate, we will also research and 
recommended an alternative strategy. This will be selected based on your chosen risk profile and 
identified objectives.  
 

2. Research 
We agreed to research the whole market to find an appropriate plan and provider, in order to meet 
your need of flexibility and building in our ongoing service. 
 

3. Recommend 
We agreed to review and recommend the maximum personal pension contribution based on your 
surplus cash, with consideration towards your emergency fund, and relevant earnings.  

 

 
Current policies  

Below is a summary of your existing personal pension provision: 
 

Provider Plan Type Fund Value Transfer Value As At 

Aviva Stakeholder Pension £6,573 £6,573 13/03/2020 

Utmost Personal Pension £35,116 £36,716 13/03/2020 

Scottish Widows Group Pension Plan £2,057 £2,057 13/03/2020 

Aegon Group Personal Pension £108,161 £108,161 24/09/2019 

Totals £151,907 £153,507  
This information was issued by the relevant providers on the date stated, is subject to fluctuation and is not guaranteed.  

 
You also have a British Gas Defined Contributions Scheme. This is your current workplace scheme and 
receives employer contributions of 12% per annum and employee contributions of 10% per annum. The 
plan will therefore be retained at this time. 
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Guarantees or enhanced benefits  

Your plans have the standard entitlement to a Pension Commencement Lump Sum (PCLS) and have no 
guarantees applying. There will therefore be no loss of any enhancements in the event you move from the 
existing providers.  
 
The majority of your plans (excl. Aviva) also have Return of Fund death benefits associated with standard 
personal pension plans. In contrast, modern pension plans offer more flexible death benefit options 
including the ability to keep the funds within a pension wrapper and inherited by selected nominees. Your 
Aviva plan has the full range of flexible death benefit options (Nominee Drawdown) associated with modern 
personal pension plans.  
 
There is currently a bonus applying to your Utmost plan of £1,600. This is in relation to your holding in the 
With Profits fund and would be consolidated on transfer hence the higher transfer value. However, this 
can be altered or removed at any time and is in no way guaranteed.  

 
Affordability and Emergency fund 

In addition to reviewing existing pension funds, you are also willing to commit a lump sum of £10,000, 
which will be grossed up to £12,500, in order to maximise your pension contribution for the current tax 
year, when considering your relevant earnings (although, this figure will leave a slight buffer). You currently 
pay 10% per annum of your salary, which is £15,164, into your workplace scheme.  
 
When investing funds, you should be prepared to invest for a period of at least five years, but ideally longer. 
We would also recommend you hold a suitable amount of cash on deposit to provide an emergency fund. 
We recommend as a guide you retain three to six months’ expenditure on deposit. You have confirmed 
that you hold £25,000 on deposit.  
 
You have confirmed that following the recommended contribution, you will hold £15,000 on deposit, which 
you are satisfied provides a sufficient emergency fund.  
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4. RISK PROFILE 

When considering risk, there are three distinct viewpoints to consider: 
 

 

 
 
 
These all impact on one another and so, while 
distinct, should be considered in conjunction with 
each other. The aim is to compare how much risk 
you actually need with how much you are 
comfortable taking, and test this against the 
potential loss you have capacity for. 

 
 
Need to take risk 

Your funds could be held in cash where they would not be subject to investment risk or they could be 
invested in stock markets where they are likely to fluctuate in value. The difference between the two 
approaches is the likelihood of experiencing growth, particularly in excess of the rate of inflation.  
 
You would like to maximise the value of your funds in anticipation of ad hoc expenditure in retirement, 
such as holidays, and this is why you need to take risk and will require you to invest in stock markets. You 
do not have a specific level of return to target and wish to only take a level of risk you are comfortable with.  
 

 
Capacity for loss 

You have no plans to fully retire any time soon as long as you are fit and healthy. You are likely to gradually 
reduce your work hours post age 65. This means any drops in value will not have an impact on your current 
standard of living.  
 
Even when you are fully retired, your main pension will be a Defined Benefit pension through your 
employment with British Gas, which has a projected annual pension of £30,000 payable from age 65. You 
therefore do not envisage requiring a regular income from the pension investments. 
 
Altogether, this means you have a high capacity for loss, with fluctuations in value not affecting your day 
to day living. 
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Attitude to risk  

You completed a risk profile questionnaire to identify the amount of risk you are willing to take. The 
outcome identified you as a 5 out 10, a Low Medium risk profile, which can be defined as follows:  
 
A 'Low Medium' risk profile shows that your willingness and ability to accept investment risk is about 
average. A portfolio that matches this risk profile is likely to experience both rises and falls in value. So 
while there is good potential for returns from your investment to match or go above the rate of inflation (in 
other words, the rate at which the prices of goods and services rise), you also need to accept that your 
investment could fall in value, particularly in the short term. 
 
A portfolio for this risk profile is most likely to contain low-, medium- and high-risk investments, including 
money market investments, government bonds, Sterling corporate bonds and global bonds as well as 
Property. It will also be expected to contain some high-risk investments such as shares, but held mainly in 
UK and other developed markets, and also a small amount in other higher-risk investments such as shares 
in emerging markets. As a result, you should always check that you are comfortable with what's included. 

 
Other considerations  

You confirmed you do not have any ethical preferences or restrictions for your investments.  
 
You have held both personal and pension investments, however, you have always sought advice and do 
not consider yourself to have a great understanding of investments.  
 
If you disagree with the risk profile definition above or if you feel your risk tolerance has changed at any 
time, please contact me to discuss as soon as possible. 
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5. RECOMMENDED ACTION 

In summary, we are recommending you:  
 

Action Details  

 
Transfer the four existing pensions under review into a new Self-
Invested Personal Pension (SIPP) on the Fidelity FundsNetwork 
platform. 
 
Make a personal contribution of £10,000 net (£12,500 gross).   
 

The funds will be invested in the Bespoke 
Low Medium Risk Portfolio.  

 
More information on the impact of the recommended action can be found in Appendix B.  

 
Why this recommendation is suitable for you 

Organisation 
 I recommend that you transfer your pensions to a single plan because you told me that you are 

currently struggling with all of the paperwork from your various providers. The recommended 
transfer will therefore allow you to simplify your holdings and reduce the amount of administration 
and paperwork required.  

 
Utilising Tax Allowances with surplus cash funds 

 You have cash that you would like to invest, with no requirement for the immediate future, in order 
to save for your retirement. I have chosen a pension plan as this meets your needs, whilst offering 
favourable tax benefits, including tax-relief which will increase your savings towards your 
retirement to £12,500.  

 The recommended contribution is within your remaining Annual Allowance for the current tax year, 
even when considering your current personal and employer contributions to your workplace 
pension. 
 

Flexible Source of Income 
 Your British Gas Defined Benefit Scheme will provide you with a secure monthly income which 

should sufficiently cover your essential expenditure needs during your retirement. In regards to 
these funds, you would like to have the full flexibly of drawing on them as and when needed for 
discretionary spending. The recommended transfer will provide you access to a much wider range 
of withdrawal options. This was not an option via the majority of your existing plans (excluding 
Aviva). 
 

Regular Support  
 You explained that regular contact and updates are very important to you as you are not an 

experienced investor. We can build in our ongoing servicing to provide you with regular reviews and 
help you with investment decisions. This was not an option via the majority of your plans (excl. 
Scottish Widows). 

 You also said you would prefer being able to agree to any changes to your investments before they 
are made. The recommended portfolio is bespoke and in line with your risk profile and objectives. 
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We will communicate with you any changes we recommend in line with the changing markets and 
fund holdings and / or performance. 

 
Please be aware of the following possible disadvantages: 

 
Ä Higher charges on the new plan, especially when factoring in our ongoing service charge. Please 

note, there are no explicit charges on deposit accounts, but this is reflected in the interest rates 
which are currently extremely low. 

Ä No guarantee of better returns.  
Ä Initial costs incurred to implement the recommendations.  
Ä Additional risk; your cash holdings are only exposed to inflation risk, from low returns, but 

investments are subject to a range of market risks, as detailed in the appendices. 
 
As noted, there will be no detrimental effect in terms of the HMRC rules regarding maximum benefits and 
in particular the tax-free cash sum available, and no guarantees will be lost.  
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6. CHARGES COMPARISON 

Charges are an important consideration as the lower the charges the better the potential scope 
for returns. Having said that, other factors are also important and having a low charged plan would 
be futile if the features of the plan were not appropriate to your needs or the funds you were 
invested in were poor performers. It is therefore important to strike a balance between the level 
of charges and the features available via the plan. 
 
To offer a clear comparison of both your existing and my recommended plans, we have produced a 
comparison of the total charges on your existing plans and the new recommended policy. 
 
Existing Plan Value Total Charge Estimated charge over 12 months 

Aviva  £6,573 0.50% £32.87 

Utmost  £35,116 1.13% £396.81 

Scottish Widows  £2,057 0.75% £15.43 

Aegon  £108,161 0.11% £118.98 

Total £151,907  £564.09 

Recommended Plan 

Fidelity FundsNetwork SIPP £151,907 1.66% £2,521.66 
 
The recommended plan looks more expensive. There is no adviser charge currently being paid on the 
existing plans, whereas this will be paid from the new plan. To give a fairer comparison of cost, we can 
exclude the 0.50% per annum ongoing adviser charge and the charges would then compare as follows: 
 
Existing Plan Value Total Charge Estimated charge over 12 months 

Aviva  £6,573 0.50% £32.87 

Utmost  £35,116 1.13% £396.81 

Scottish Widows  £2,057 0.75% £15.43 

Aegon Group  £108,161 0.11% £118.98 

Total £151,907  £564.09 

Recommended Plan 

Fidelity FundsNetwork SIPP £151,907 1.16% £1,762.12 
 
As you can see, the like-for-like cost comparison shows the new plan to still be more expensive (though 
the difference is lower when compared this way). I believe these additional costs are worth incurring for 
the reasons outlined in the previous section and throughout this report.    
 
Please note that the comparison of charges is based on the current fund values and does not take into 
account the terminal bonus, initial investment charges, nor the recommended contribution. The full 
breakdown of the charges on the existing plans are detailed in Appendix A. 
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Initial charges  

There are also initial charges in relation to my advice and the implementation of this and these can be 
summarised as: 
 

Initial Charges  

Adviser Fee 1.50% on transfer value (£2,292.23) 

Dealing Charge 
£12.00 for investment of the transfer funds and contribution in City of London  

£12.00 for investment of the transfer funds and contribution in Murray International  

Stamp Duty 
0.50% on transfer funds and contribution in City of London (£83.10) 

0.50% on transfer funds and contribution in Murray International (£83.10) 
 
You will therefore have a total charge of £2,482.43 based on the values used throughout this report. 
The initial adviser charge will be invoiced separately, whereas the Dealing Charge and Stamp Duty will 
be payable from the plan. 
 

 

 
Overall Ongoing Charges 

Based on the new value of your plan, which takes into account the initial investment charges and the 
contribution to be made, the total annual charges would be as follows: 
 

Annual Charges  % £ 

Fidelity SIPP 

Platform Charge  0.20% £332.25 

Average Weighted Fund Charge 0.82% £1,362.22 

Average Weighted Transactional Charge 0.14% £232.57 

Ongoing Adviser Servicing Charge 0.50% £830.62 

Total Ongoing Charges – based on £166,125 1.66% £2,757.66 

 
Please refer to the Glossary for an explanation of the Ongoing Charges Figure (OCF) and transactional 
charges.  
 
The charges in monetary terms are estimates based on the value of the plan. In reality, the underlying fund 
will fluctuate daily and this makes it impossible to predict the actual costs that will be incurred over a year. 
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Impact of charges  

In order to show the impact of the initial investment charges on your plans, we have also calculated the 
reduction in yield (RIY) on both your existing and new plans, which takes into account any initial investment 
charges, as well as the annual charges. These are based on the charges applying until age 65, assume a 
growth rate of 5%, and the effect of these charges on your plan value are:  
 
Plan  Current Value RIY Future Value 

Aviva  £6,573 0.52% £8,931 

Utmost  £36,024 1.17% £45,671 

Scottish Widows  £2,057 0.78% £2,747 

Aegon Group  £108,161 0.12% £151,027 

Total  £153,507   £208,376  

        

Fidelity FundsNetwork SIPP £153,507 1.73% £191,368 
 
Please note, the above comparison does not include the recommended contribution.  
 
As you can see, the new plan is more expensive and the impact of this is that, without better fund 
performance, the value at retirement would be lower. The advantages detailed in the previous section 
explain why I believe the additional costs are worth being incurred and the new plan will be better 
structured to suit your objectives and your risk profile. There is also further information on this in Appendix 
B.  
  

 
Ongoing advice service  

I explained you could elect to pay my fees directly, via the plan or a combination of the two. You elected to 
pay from the plan. Our ongoing service level charge is 0.50% and this will fluctuate depending on the value 
of your holdings. The following table shows the initial plan value, and potential alternative values, to 
demonstrate the impact this would have on our annual fee: 
 
For illustration purposes; 
 

 
Current value 

Value            £166,125 
Adviser Fee  £831 

 
Potential increase 

Value.          £180,000 
Adviser Fee £900 

 
Potential decrease 

Value  £150,000 
Adviser Fee £750  
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This is in relation to our ongoing servicing and regular reviews, which typically comprise: 
 

• An update and appraisal of your financial and personal situation, needs, circumstances and 
objectives. 

• A review of your attitude toward investment risk and volatility linked specifically to the performance 
of your pension funds, to ensure continued appropriateness. This will help ensure your risk 
tolerance continues to match the choice of investment funds being used.    

• An assessment and review of investment performance and markets relative to your specific 
pension investment as well as a wider economic overview. 
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APPENDIX A – EXISTING PLAN DETAIL 

We have summarised in the main report the plans being reviewed at this time. The following 
sections review these plans in more detail.  
 
Investment options  

An appropriate investment strategy is essential to achieving your retirement objectives.  As such, it is 
important to assess the ‘asset allocation’ of the portfolio, as this will define the overall risk of the underlying 
investments, and how this correlates to your tolerance to risk.  
 
The funds on your existing plans are:  
 

Provider/Plan Fund  Amount  

Aviva  Aviva Pension Managed FP £6,573 

Utmost 

Equity Managed EP £10,275 

UK Equity EP £8,206 

European EP £7,500 

American EP £4,760 

Asia EP £3,196 

With Profits 4 EP £1,180 

Total £35,116 

Scottish Widows 

Pension Portfolio Three £399 

Pension Portfolio Four £1,658 

Total £2,057 

Aegon 

Balance Focus Fund £32,359 

Moneymarket Fund £22,398 

Pre-Retirement Fund £53,404 

Total £108,161 

  Combined Total £151,907 
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The existing overall asset allocation of your plans (excl. With Profits and Aegon Plan) is as follows: 
 
 
 
 
 
 
 
 
 
 
 
 
As you can see, around 77% of the portfolio above invests in high-risk, high-reward equities, with 15% 
undisclosed, and the remainder in lower-risk assets. The undisclosed element is due to your holdings in 
the Aviva Managed FP Fund. The fund is part of the Mixed Investment 40-85% Shares sector, which 
suggests that the fund could invest in 40-85% equities, with the remainder in lower-risk assets. This split 
between the different asset types is perhaps slightly too weighted towards higher-risk assets for your 
chosen risk profile. 
 
With Profits  
You also have holdings in the With Profits fund via your Utmost plan. With Profits, particularly those 
established a number of years ago, are traditionally complex in their nature and it is difficult, if not 
impossible, to determine the actual asset split within the fund, the charges payable and the projected 
bonus rates. Please refer to the Glossary for more information on With Profits funds.  
 
The returns on a With Profits fund are made up of annual bonuses as well as the potential for a terminal 
bonus to be applied at the end of the plan. On your plan, the most recently declared bonus rate was 1.5%.  
 
At present, there is a terminal bonus also applying of £1,600 which would increase the total returns 
achieved on your plan.  
 
My advice includes moving away from With Profits due to their complexity, and investing in unit linked 
funds, which we can ensure are appropriate to your risk profile and objectives.  
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Aegon Group Personal Pension 
 
The funds are currently held in a ‘lifestyle’ arrangement. This automatically adjusts allocation from riskier 
(equity) assets to less risky (fixed interest/cash) assets as you approach the nominated retirement age 
which, in your instance, is 2026.  
 
In this way, the funds are de-risked and in theory less likely to suffer volatility in the final years leading up 
to retirement. The lifestyle approach was created for and suits the approach where a retiree uses the funds 
at retirement to purchase an annuity, having taken 25% tax-free cash, rather than remain invested as 
would be the case under a drawdown plan.  
 
Changes to the asset allocation are structured to happen automatically. As a result, the allocation is shifted 
between assets with no reference to underlying markets and investors may be sold out of or bought into 
equities/fixed interest assets at inopportune times. 
  
For many individuals, the lifestyle approach is not suitable. In your case, you will use drawdown as a means 
of taking retirement benefits and so having the funds essentially invested fully in low risk assets, with no 
reference to your risk profile or income needs, will result in a portfolio with lower growth. 
 

 
Charges 

Charges are deducted on the existing plans throughout the year and the charges currently applied are: 
 

Aviva  Utmost 

£6,573  £35,116  

  % £   % £ 

Fund OCF 0.50% £32.87  Fund OCF 1.13% £396.81  

Total Charges 0.50% £32.87  Total Charges 1.13% £396.81  

 

Scottish Widows  Aegon 

£2,057  £108,161  

  % £   % £ 

Fund OCF 0.75% £15.43  Fund OCF 0.11% £118.98 

Total Charges 0.75% £15.43  Total Charges 0.11% £118.98  

 
The charges in monetary figures are estimates over a 12-month period based on the current plan value 
(which is subject to fluctuation). 
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Fund range  

It is also important to determine what funds are available for you to invest in via each plan. Your existing 
plans offer access to the following range of investment funds: 
 

Plan No of Funds 

Aviva 46 

Utmost 14 

Scottish Widows 150+ 

Aegon 6 
 
There are number of difficulties in trying to apply a consistent investment strategy across a number of 
providers, each with differing fund ranges and it is virtually impossible to manage this to remain within 
your risk tolerances.  
 
You would like your personal pension investments to be managed in a more coherent and cohesive 
manner, aligned to your current objectives and risk profile, and it is therefore necessary to recommend 
that you transfer and consolidate your plans in one place. 
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APPENDIX B – IMPACT OF RECOMMENDATIONS  

The following sections provide some further considerations and points to be aware of in relation 
to my recommendations.  
 
Additional charges – Pension transfers  

As detailed in the main body of the report, the charges on the new plan are higher. However, part of this is 
due to adviser charges and when we compare the plans on a like for like basis, i.e. including the same 
level of adviser charge across both existing and new plans, the difference in charges is lower. 
 
Why are we accepting these higher costs? 
 
The main factor for the additional costs is simply that you will be paying our ongoing fees from your plan, 
which has not been the case to date. We agreed that this was your preferred method for paying your adviser 
fees at this time. Other factors to consider here are: 
 

• The charges on your existing plans are assuming you remain invested in the current funds without 
regular reviews, which is not suitable to your objectives. 

• The recommended portfolio would not be available via your existing providers.  
• Even if it were, it would be more expensive as the new provider negotiates rebates on some of the 

underlying funds.  
• The additional charge reflects the fact you will be accessing a bespoke portfolio and benefitting 

from regular reviews. 
• You will be able to access Drawdown. The majority of your existing contracts (excl. Aviva) do not 

offer this feature.  
• You will consolidate the majority of your plans which will ease the administration both pre and post 

retirement. 
• You will be able to apply a single cohesive investment strategy across all of your funds.  

 
Therefore, taking all of the above into consideration, although the new plan is more expensive, I believe it 
offers better value for money and the extra cost is appropriate to ensure your pension funds are in a plan 
more suitable to you and your circumstances.  

 
Contributions 

You will make a lump sum contribution of £10,000 net which will be grossed up with basic rate tax relief 
to £12,500. 
 
The pension contribution allowance for the current tax year is £40,000, however the maximum personal 
contributions you are able to make are capped at 100% of the relevant UK earnings. Your income is 
£15,164, meaning this is the maximum gross amount of personal contributions which you can make into 
a pension this tax year.  
 



 21 

You currently pay 10% per annum of your salary, which equates to £1,516.40, into your workplace scheme. 
This leaves you with £13,647.60 allowance remaining, and the recommended lump sum contribution is 
within this, even allowing for a small margin.  
 
The employer contributions made to your workplace pension are subject to the £40,000 annual allowance, 
but are not limited to your relevant UK earnings. Instead, they must qualify as ‘wholly and exclusively for 
the purpose of business’, for the company to benefit from tax relief.  
 

 
Death benefits  

Pension death benefits underwent a change in 2015 giving more freedom and flexibility for any unused 
pension funds held until death. 
 
Instead of just a return of fund death benefit, a pension can be nominated to a beneficiary or beneficiaries 
under a ‘Nominee Drawdown’ plan. The beneficiary can keep the funds within a pension wrapper and draw 
on these as and when required. If the individual dies prior to age 75, the beneficiary could access the 
funds free of tax. If death is after the age of 75, access would be subject to the beneficiary’s marginal rate 
of income tax. The beneficiary could in turn pass on the funds under the same provisions as that described 
and this is known as Successor Drawdown.  
 
The majority of your existing plans (excl. Aviva) do not offer access to these favourable death benefits and 
instead the only option is a cash payment to the beneficiary as a return of fund. There will be no difference 
in the death value provided. This therefore improves your options. Your existing Aviva plan facilitates this 
form of death benefit structure so there will be no difference in death benefits. 
 
I recommend a Nomination of Beneficiaries form is completed to ensure the trustees know to direct your 
funds to your preferred beneficiaries, bypassing your estate for IHT purposes, in the event of your death.  
 
Estate planning  

I suggest that, if you have not already, you arrange to have a will drawn up as soon as possible as without 
a will your estate will be subject to the rules of intestacy in the event of your death which are unlikely to 
suit your objectives. In addition, it is important any will you have in place is continually monitored. There 
can be tax planning advantages from will writing and this can ensure as much as possible of your estate 
goes to those intended. If you would like me to provide recommendations of a firm that may assist with 
will writing, please do ask. We would also recommend you consider the benefits of a Lasting Power of 
Attorney (LPA). Please contact me for more information if this is something you wish to discuss. 
 

 
Options considered  

Fund Switch  
Leave the funds with the current provider but amend the investment strategy to better suit your risk profile 
and objectives, or transfer your existing pensions into one of your existing plans. I have ruled out this option 
as:  
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• A fund switch would not meet your objective of consolidating your plans to simplify your holdings. 
• Your existing providers do not offer access to the recommended portfolio. 
• Your existing plans (excl. Aviva) are limited in terms of post retirement options.  
• This would not meet your objective of having your funds held within a plan which we can provide 

ongoing servicing and monitoring. Although you could build in our ongoing adviser charge to your 
Scottish Widows plan, as mentioned above, the plan is limited in terms of post retirement options.  

 
Stakeholder  
On 6th April 2001, the Government introduced a new type of private pension, known as a Stakeholder 
Pension, which has low charges and low minimum contribution levels. I have not recommended this option 
for the following reasons: 
 
• Stakeholder plans have low costs but the limited range of funds would prevent us from being able to 

apply a comprehensive investment strategy. 
• There is a very restricted range of Stakeholders currently available. However, there are personal 

pension plans available that are as competitive as Stakeholders but offer access to a wider range of 
both funds and post retirement options.  

 
 

 



 23 

APPENDIX C – INVESTMENT STRATEGY 

Having taken into consideration our discussions around risk, and your objectives, the recommended 
investment strategy for your funds is: 
 

Fund Fund Split OCF Transactional 

Cash 3.00% - - 

Artemis	UK	Select	Fund	Class	I	Acc 10.00% 0.91% 0.13% 

Fundsmith	Equity	Acc 8.00% 1.19% 0.17% 

City	of	London	Investment	Trust	CTY	Ord 10.00% 0.86% 0.08% 

Marlborough	Special	Situations	Fund	P	Acc 4.00% 0.81% 0.12% 

Rathone	Global	Opportunities	Inst	Acc 10.00% 0.75% 0.13% 

BNY	Mellon	Global	Income	Inst	Fund	Q	Acc 7.00% 0.73% 0.07% 

Schroder	Global	Cities	Real	Estate	Income 10.00% 0.95% 0.07% 

Baillie	Gifford	Strategic	Bond	Fund	B	Acc 9.25% 0.52% 0.14% 

MI	Twenty	Four	AM	Dynamic	Bond	Fund	I	Acc 9.25% 0.78% 0.24% 

Legal	&	General	US	Index	Trust	Acc 7.50% 1.05% 0.15% 

Vanguard	Lifestrategy	60%	Equity	Acc 6.00% 0.78% 0.03% 

Invesco	Global	Targeted	Returns	Fund	UK	Y	Acc 6.00% 0.82% 0.43% 

Total 100% 0.82% 0.14% 
 

OCF – Ongoing Charges Figure. 
Please see Glossary for a full explanation of the OCF and transactional fees. 

 
When considered individually, some of the recommended funds are higher or lower risk than your risk 
profile. However, when combined, they provide a risk appropriate portfolio, and it is this blend of funds 
that is important. 
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Asset allocation  

The current asset allocation on this portfolio can be summarised as: 

 
You will see that the portfolio comprises a combination of higher risk and lower risk assets. There is a slight 
weighting towards higher risk assets, which is suited to your risk tolerances. Unlike your current investment 
strategies, you will also apply a single cohesive approach across all of your funds.  

 
Performance  

The following graph plots the performance of the recommended portfolio against its sector average and 
your existing strategies (excl. Utmost). The With Profits sector has been included to represent your With 
Profits holdings in your Utmost plan. 

 
As you can see, the recommended portfolio has shown positive growth over the time period assessed, with 
it outperforming against its sector average and your existing strategies (excl. Utmost plan).  
 
Please remember that past performance is no guarantee of future returns.  
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APPENDIX D – RECOMMENDED PROVIDER 

Plan type  

There are various pension arrangements in the market and these gradually go up in scale in both plan 
costs and the options available through the arrangement, to the range and number of funds and 
investment houses one can access and types of additional holdings which may be permitted to be included 
in the holding.   
 
In your case, I am recommending you access a Self Invested Personal Pension (SIPP) via the Fidelity 
FundsNetwork platform.   A SIPP is a type of personal pension plan.  It works in the same way 
for contributions, tax relief and eligibility.  However, the main difference is the SIPP has a more flexible 
approach to investments. Please refer to the Glossary for more information regarding SIPPs.  
 
 
Platform 

Put simply, a platform account was a development in portfolio administration, which is designed 
to assist the investor and their adviser with arranging transactions, reporting and administering 
an investment portfolio or pension arrangement.  
 
Choice of Platform Account 
In your instance, I am recommending the Fidelity FundsNetwork platform. They offer access to a wide range 
of funds, competitive charges, and excellent support services. We regularly review our choice of platform 
provider and will communicate to you if we believe a better alternative comes to market.  
 
FundsNetwork is the UK’s online investment services platform from Fidelity, offering a range of client 
services. Fidelity have a 2019 platform rating of “platinum”, making it one of the best on the market. They 
administer £79.6 billion in assets (as at May 2018) on behalf of over 1 million investors. They offer access 
to a comprehensive fund range as well a wide range of reporting and modelling tools and competitive 
charges.  
 
Charging structure  
There is a Service Fee calculated and deducted monthly. The standard Service Fee is 0.25% a year of the 
value of your investments, except cash. I have negotiated discounted rates as shown below. 
 
 
 
 
 
 
 
 
The Service Fee will be 0.20% based on the initial plan value. There is also a standard Investor Fee of £45 
per annum. I have negotiated a waiver of the Investor Fee if the total value of your holdings on the platform 
are £50,000 or more at the time the Fee is calculated.  In addition, there are adviser and fund charges; 
these are detailed in full within this report.  
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APPENDIX E – RISK WARNINGS & CANCELLATION NOTICE  

It is important you are not only fully aware of the advantages of the recommendations I am 
making, but also the potential disadvantages. Although I have made every endeavour to 
understand your objectives and situation and then match my advice to these, only you will have 
the fullest appreciation of your feelings in relation to these areas. You must therefore carefully 
consider all the aspects of the recommendations, together with the potential drawbacks. I would 
like to draw your attention to the following risk warnings: 
 

• My advice and recommendations are based on my understanding of current law and taxation, 
which may be subject to change in the future.  

 
• Where given, past performance should not be seen as an indication of future performance and any 

investment returns may be less than those shown in the illustration provided. 
 

• The value of investments can, especially over the short term, go down as well as up, and you may 
get back less than you invest.  

 
• Any valuations referred to have been provided by the relevant companies, are not guaranteed and 

may fluctuate.  
 

• There is no guarantee the comparisons made between products as charged now, will remain 
accurate in the future.  Charging structures can and do change; additionally, different options may 
be available in the future. 

 
• There is no guarantee the new funds you will be investing in will outperform the old funds you were 

previously invested in, indeed they may not perform as well.  
 

• While your funds are transferring there will be a period of time where they are out of the market. 
During this time, they will not benefit from any uplift in market values. Conversely, they will not be 
affected by any decline in values.  

 
• The combination of funds recommended meets your current attitude to investment risk. If you feel 

this has changed in the future, please contact me as soon as possible.  
 

• Funds invested wholly or partly outside the UK may be affected by exchange rate fluctuations. 
Additionally, where an investment is made in emerging markets, their potential volatility may 
increase the risk to the value of the investment.  

 
• There are additional risks associated with investing in property funds. The value of the fund is 

subject to valuer’s opinion, which can affect the volatility of the fund. In addition, property funds, 
by their nature, are not as liquid as other funds. If you wish to withdraw your investment in a 
property fund, it may be subject to underlying sales taking place and the company can impose a 
restriction on surrenders for up to 6 months.  

 
• Eventual benefits from your pension may be lower than expected for a number of reasons: 
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• Taking benefits earlier than the chosen retirement age 
• Contributions are lower than expected 
• Investment growth is lower than expected 
• Annuity levels are lower at the chosen retirement age than they are now 
• Charges increase 
• Tax rules change 

 

 
Assumptions  

The assumptions about the tax position of the plans and any recommendations made in the report are 
based on my understanding of current law and HM Revenue & Customs practice which may be subject to 
alteration in the future. In particular, which assets, gains or income are taxed and the levels of taxation on 
them are all subject to change. Tax reliefs may also change and their value to you will depend on your 
individual circumstances. 

 
Documentation  

I have issued you with supporting literature from the recommended funds and provider along with an 
illustration. This documentation is important and contains information regarding the products which I have 
recommended, particularly with regards to the features, benefits and charges, the commitment which it 
entails, together with its legal (including policyholder protection) and tax status. The summaries contained 
in this report are no replacement for reading this information and I therefore recommend you do so, taking 
particular notice of the risk warnings.  

 
Cancellation notice  

If you proceed with our recommendations, you will receive a summary of the plan details from the 
recommended provider. These will include a ‘Cancellation Notice’. If you wish to cancel the application you 
need only sign and return the relevant Cancellation Notice within 30 days of receiving it. The monies will 
then be returned to the ceding schemes. If your money has already been invested, the value returned will 
depend on the unit price at the point of cancellation – and this could mean you get back less than you 
invested. In addition, the ceding scheme is under no obligation to receive any returned funds and, in this 
instance, you will be liable for finding an alternative provider. 
   

 
Financial Services Compensation Scheme (FSCS) 

The FSCS was set up under the Financial Services and Markets Act 2000 and exists to protect customers 
of FCA authorised firms and covers deposits, insurance and investments. The Scheme can pay 
compensation to customers who have lost money as a result of their dealings with FCA authorised firms 
that are unable to pay claims against them, usually because they are insolvent or have stopped trading.  
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The limit of protection varies between different types of products and up to date information on the 
products covered and the limit of potential compensation can be found via the FSCS website: 
www.fscs.org.uk 
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CONCLUSION 

If you have any questions or require any further information about the strategies or 
recommendations, please let me know. 
 
I trust that this letter, together with the accompanying documents, will clarify why I believe the 
advice is appropriate for you. 
 
 
Adviser Declaration 

Should you wish to proceed with my recommendations, please sign a copy of the declaration below and 
return it to me. I have enclosed documents that you must read and understand, some of which include 
forms to be completed and returned to me for implementation. 
 

 
 

……………………………………………………..………..  
Signed on behalf of Para-Sols  
Cathi Harrison  
Director 
 

 
Client Agreement 

I have noted the contents of this report and agree that it gives an accurate summary of my requirements 
and objectives. 
 
I confirm that I wish to proceed with the recommendations and understand the costs, tax implications and 
associated investment risks. 
 
I understand that the contents of this document are based on current rules and legislation and may be 
subject to legislation or rule changes in the future. 
 

Signed  
Date  

Client Name Mr. Lee Baldwin  
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GLOSSARY 

We understand how confusing financial services can be. There is a lot of ‘jargon’ around and we 
want to ensure you, our client, are comfortable with the various terms that you may come across 
and that may be included in our report. The following are some of the key terms and a ‘plain 
English’ explanation but do please let us know if there is anything else that is unclear to you.  
 

a  
 

 
Accumulation Units  

A type of fund where any income generated (dividends/savings interest) is 
used to purchase more units in the fund. An accumulation unit will have 
‘Acc’ at the end of the fund name. This differs from Income Units. 

 
Allocation Rate  

The insurer may decide to allocate more or less than the contribution to the 
plan, depending on the facilities of the scheme. 
 

Annuity The historically common way of taking retirement benefits in the form of 
exchanging the value of unused pension funds in return for a taxable 
lifetime income.  

 
Asset allocation 

 
The selection of various assets within your investment portfolio. The 
allocation of your portfolio will not only determine the level of risk you are 
exposed to but will also, to a very large part, determine the potential returns. 
This is the basic principal that for every risk level there is an optimal 
combination of asset classes, which will maximise returns. 
 

b  
 

 
Bid / offer spread 

 
This is essentially the difference between the cost of buying units from the 
insurer, and the cost of selling them back and is applied as an initial charge 
on contributions. 
 

c  
 

 
Capacity for Loss  

 
The ability to absorb falls in the value of your investment.  If any loss of 
capital would have a materially detrimental effect on your standard of living, 
this would be an important factor in determining the level of investment risk 
you are able to take. 

 
Charges 

 
Providers can take charges in a number of ways from your plans. Also see 
individual listings for Allocation Rate, Bid/offer spread, Initial Units and 
Ongoing Charges Figure (OCF). 
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d 
 

 
Defined Benefits  

A type of pension plan (final salary) in which an employer/sponsor promises 
a specified monthly benefit on retirement that is predetermined by a 
formula based on the employee’s earnings history, tenure of service and 
age. 
 

Defined 

Contribution 

 
A type of pension plan (Personal Pensions/Stakeholders/SIPPs) where the 
amount available at retirement is dependent on personal contributions and 
growth on the underlying funds. At retirement benefits can be taken through 
an Annuity or through Drawdown. 

F 
 

Flexi Access  

Drawdown 

The name given for the new drawdown flexibilities offered by legislation in 
2015. Under Flexi Access Drawdown, there is no restriction on the amount 
of withdrawals that can be made from a pension fund. 

i  
 

 
Income Units 

 
A type of fund where the income generated (dividends/savings interest) is 
paid out to the investor directly or from the Platform cash account. An 
income fund will have ‘Inc’ at the end of the fund name. This differs from 
Accumulation Units. 
 

 
Initial Units 

 
In the first few years of a plan, the insurer may purchase ‘initial/capital’ 
units, which are then deducted throughout the term of the policy. 

  

l 

 

 
Lifetime Allowance 

 
The maximum amount of pension savings available to you before an 
additional tax charge is applied on the excess. In the current tax year this 
allowance is £1,055,000. This increases by the rate of Consumer Price 
Index (CPI) inflation each year. See Technical Notes for more detail` 
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o 

 

 
Ongoing Charges 

Figure 

 
This is the cost of managing the investment funds (the AMC) plus the 
additional underlying costs for the activity within the fund. This is the new 
term for what was previously known (and still quoted as) the Total Expense 
Ratio (TER) 
 

r 
 

 
Risk 

 
The general principle of risk and reward is, the greater the risk, the greater 
the potential reward.  In terms of ‘investment risk’, this means the more risk 
you expose your capital to, the more chance you have of losing part, or even 
all of it. 

s 
 
 

SIPP Self Invested Personal Pension; a type of personal pension which has a very 
flexible approach to investments and typically offers the widest investment 
options available in personal pensions.  

t 

 

Transactional 

Charges 

Investment funds make transactions (buying and selling) within the fund. 
The transactional charge is an estimate, based on prior transactions, of the 
annual cost the transactions incur for investors. These charges are based 
on prior fund management decisions and actions and so represent an 
estimate. 

u 
 

 
Uncrystallised Fund 

Pension Lump Sum 

(UFPLS) 

 
A new pension flexibility provided by legislation in 2015.  
 
The value of a pension policy (full value or partial if the provider permits) 
can be withdrawn as a lump sum payment. 25% of the payment will be tax-
free with 75% added to your income for the year and taxed accordingly. 
 
Pension funds need not be designated to drawdown or annuity purchase 
under this option. 
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w 
 

 
With Profits 

 
These are investment funds offered by insurance companies. The fund is 
managed the costs of running it are deducted from the fund. What is left 
over, the profits, is paid out in the form of bonuses. Profits in good years 
can be retained to provide a return in negative years. This makes the 
structure complex, difficult to understand the exact asset allocation and 
difficult to determine the true costs of the fund.   
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PENSIONS TECHNICAL NOTES  

Pensions underwent a radical change from 6th April 2006 with the introduction of Pensions 
Simplification and the March 2014 Budget announced a further sweep of changes which has 
revolutionised the retirement market.  
 
Tax Relief 

Tax relief is granted on personal contributions subject to the greater of: 
• £3,600 per annum; and 
• 100% of relevant earnings (salary, bonuses and benefits in kind). 

 
These limits are subject to the annual allowance detailed further on. 
 
To benefit from tax relief on contributions up to 
age 75, you need to be resident in the UK, or be 
a Crown Servant serving overseas, or their 
husband, wife or civil partner.  Contributions are 
paid net of basic rate Income Tax with the relief 
claimed from the Treasury by the pension 
administrator.  Higher rate taxpayers can claim 
further relief on their contributions through the 
Self-Assessment process. 

Contributions paid by a company on behalf of an 
individual (employer’s contributions) are tax 
relievable against the companies’ profits. There 
are no implications on the individual’s personal 
income tax. However, the contributions are still 
subject to annual limits and must be justifiable in 
accordance with the individual’s income in order 
to be tax relievable.  

 
 
Tax Advantages 

Some of the benefits of contributing to a pension scheme are: 
 

• Capital gains within the fund are tax free. 
• Income generated within the fund is free of tax. 
• Currently 25% of the fund can be taken tax free on retirement. 
• Lump sum death benefits are normally paid free of Inheritance Tax. 

 
Considerations 
 

• It is not possible to access the fund before age 55 and it is not suitable for short-term savings or 
where there may be a need to access the entire fund as a lump sum. 

• With a personal pension you can take benefits without the need to retire from work. 
• You can increase contributions (subject to certain limits); add a single contribution or a transfer 

payment (from a previous pension plan) at any time. 
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Payment on death 

Prior to 6th April 2015, the distinction on death benefits was based on whether the funds were crystallised 
or not. This distinction has now been removed, and instead the only difference in benefits is based on the 
age of the owner at the time of death: 
 
Death before 75 – in this case, the remaining 
pension funds can be passed to their 
beneficiaries in full, entirely free of tax. If 
uncrystallised, the benefits will be tested against 
the lifetime allowance.  
 

Death after 75 – in this case, the beneficiary will 
pay tax on withdrawals at their marginal rate of 
income tax. If the beneficiary does not have a 
personal tax rate, e.g. a trust or company, then a 
rate of 45% will apply.  

It is therefore critical that a nomination of beneficiaries’ form is completed to ensure they pass to the right 
person. 
 

 
Contributions  

Prior to the advent of pension simplification, there were many regimes; each with their own rules about 
how much could be paid in to pensions and how they interacted with the other regimes.  From 6th April 
2006, there is just one set of rules concerning payments to registered pension schemes.   
 
Whilst these new Pension Simplification regulations do increase the ability to fund a pension plan, there 
are two over-riding limits that must be considered: the annual and lifetime allowances. 
 
The annual allowance 
 
The annual allowance is the amount that can be saved into a pension each year. If the allowance is 
exceeded (and if carry forward is not used) an individual becomes subject to an income tax charge on the 
excess. This tax charge is applied to the individual even if it is employer contributions that exceed the 
allowance.  
 
After a series of changes, it was announced from April 2011 the maximum that can be paid into a pension 
scheme for an individual was £50,000 and this subsequently dropped to £40,000 from 6th April 2014. For 
personal payments up to £40,000, income tax relief is available (subject to this not exceeding 100% of 
relevant earnings); this includes individuals who are taxed at 45%. No income tax relief is available on 
payments to pension schemes above the £40,000. There is the opportunity to carry forward unused annual 
allowances from earlier years. 
 
Since 6th April 2016 the annual allowance has been tapered for those earnings above £150,000 (between 
2016 and 2020) and £240,000 (6th April 2020 onwards). The annual allowance will be reduced so that 
for every £2 of income they have over £240,000, their annual allowance is reduced by £1. The maximum 
reduction will be £36,000, so anyone with income of £312,000 or more will have an annual allowance of 
£4,000.  
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Money Purchase Annual Allowance (MPAA) 
 
A further reduction to the annual allowance applies and this is targeted at individuals who have flexibly 
accessed their pension rights. Flexibly accessed includes taking an income under Flexi Access Drawdown 
or purchase of a Fixed Term Annuity. It does not include taking only the tax-free cash from a pension, 
purchasing an annuity or putting into payment a Defined Benefit scheme pension. The MPAA restricts 
future annual contributions to £4,000 gross. It is not possible to carry forward any unused MPAA.  
 
An individual who flexibly accesses their pensions is obligated to tell all other remaining pension providers 
they are subject to the MPAA within 91 days of accessing benefits flexibility. Failure to notify the other 
providers in this time can incur a £300 fine and a daily penalty of £60 for every day after the initial 91 
days.   

 
The Lifetime Allowance 

There is no absolute limit placed on the level of 
benefits an individual can be provided with under 
a registered pension scheme.  However, every 
individual has a set level of benefits, which they 
can draw from all registered pension schemes in 
their lifetime without triggering certain tax 
charges.  This measure is referred to as the 
lifetime allowance. 
 
As with the annual allowance, following the initial 
announcement, there was a raft of changes. The 
allowance is currently £1,073,100 and will 
continue to increase each year by the rate of 
consumer price index (CPI) inflation in the 
prevailing year. 
 
When a “benefit crystallisation event” occurs, 
and the individual’s available lifetime allowance 

is unable to cover the entire crystallised amount, 
the amount which exceeds the individual’s 
available lifetime allowance at that point is called 
the chargeable amount and a lifetime allowance 
charge arises on this chargeable amount.  If the 
scheme permits all funds above the lifetime 
allowance to be taken as a lump sum, this will be 
subject to an immediate lifetime allowance 
charge of 55% before it is paid out. 
 
Alternatively, a charge of 25% applies if the 
excess above the lifetime allowance is paid as a 
pension and this income will additionally be 
subject to tax at the individual’s highest marginal 
rate, in payment.  The combined effect of the 
lifetime allowance charge of 25% and income tax 
at 20% or 40% on pension income is an overall 
tax charge of 40% or 55%. 

 
 
Age 75 / Death / Transfer out of the UK 
These are the three scenarios where funds are tested against the Lifetime Allowance without any benefits 
being taken. At age 75, a test is also done on previously crystallised Drawdown funds. Any increase in 
value of the crystallised funds compared to the amount originally designated into Drawdown is assessed 
against the remaining Lifetime Allowance.  
 
Under the age 75 and transfer out of the UK test, the tax charge on any excess is automatically 25% (as 
no lump sum is being taken) while the structure of death benefits determines whether the charge is 25% 
or 55%. On death, previously crystallised funds are not tested in terms of growth (as they are under the 
age 75 test). 
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Lifetime Allowance Protection  

It is possible to have a personal lifetime allowance that exceeds the standard lifetime allowance if 
protection was applied for at the time available: 
 

Protection  Lifetime Allowance Deadline for applying 

Enhanced Protection Unlimited  5th April 2009 

Primary Protection Lifetime Allowance Factor given 5th April 2009 

Fixed Protection  Up to £1.8 million 5th April 2012 

Fixed Protection 2014 Up to £1.5 million  5th April 2014  

Individual Protection 2014  Up to £1.5 million 5th April 2017 

Fixed Protection 2016 Up to £1.25 million None  

Individual Protection 2016 Up to £1.25 million None  
 
Essentially for Fixed Protection applications, contributions need to have ceased, and for Individual 
Protection applications, your fund value needs to have been above a specified point on a specified date. 

 
State Pension Age 

The State Pension Age (SPA) is the earliest age you can draw your State Pension.  Your SPA is 
specific to your date of birth. 
 
Previous changes to the State Pension Age are taking effect with the age in which individuals become 
entitled to the pension rising to age 66 by October 2020. There is further legislation increasing the age to 
67 and this currently affects all those born from 6th March 1961.  There are also longer-term plans for the 
State Pension Age to increase to 68.  

 
Changes to access  

Until recently, the two main options for accessing 
pension benefits from age 55 were annuity 
purchase and drawdown. For individuals 
accessing drawdown, the amount they could take 
from their pension each year was subject to 
certain limits. From 6th April 2015, the way in 
which a person can access their pension benefits 
has been completely revolutionised. The new 
rules mean that there is no limit to the level of 
income an individual can take from their pension 
scheme.  

The first 25% will continue to be tax free; any 
income taken in addition to that will be added to 
an individual’s other income in that tax year and 
income tax charged as appropriate. This is known 
as flexi access drawdown and once it has been 
used, an individual’s allowance for contributions 
drops to £4,000, preventing funds from being re-
accumulated within the pension to a significant 
degree. There is therefore a much greater 
flexibility now available for pensions, but with a 
number of important considerations required.  

 
 



 38 

Defined Benefits 

A defined benefit pension plan is a type of pension plan in which an employer/sponsor promises 
a specified monthly benefit on retirement that is predetermined by a formula based on the 
employee’s earnings history, tenure of service and age.  
 
This contrasts with a money purchase pension (such as a personal pension or a stakeholder) in which a 
fund is built up from contributions and investment growth and that fund is used to provide an income in 
retirement.  
 
As a defined benefit plan provides a guaranteed income in retirement, and this typically increases each 
year, this is a very valuable plan type; money purchase pensions do not offer guaranteed income, although 
they do offer certain options and flexibility, which defined benefits schemes generally do not offer. 
Additionally a defined benefit pension entitlement is not dependent on the performance of the stock 
market and the funds are protected by the Pension Protection Fund, in the event the employer becomes 
insolvent.  
 
Reviewing the options with regards to a defined benefits plan, in particular considering transferring it to a 
money purchase plan is therefore not straightforward; the two plans offer very different benefit structures 
and all the features and options available between them need to be considered carefully

 
Personal Pension or Self-Invested Personal Pension via a Platform 

Personal Pensions and Self-Invested Personal Pensions (SIPPs) can be held and managed on a 
Platform account. These plans work in the same way in terms of legislation around contributions 
and tax treatment. 
 
Whether termed by the Platform as a Personal Pension or a SIPP (or a ‘Hybrid’), pensions via a Platform 
have the general flexibility of SIPPs and typically afford the following features: 
 

• Access to in many cases thousands of investment funds across the market 
• Access to alternative investment options such as Exchange Traded Funds (ETFs) and direct 

equities. 
• Full post-retirement flexibility in how benefits are drawn. 
• The ability to hold the pension alongside investment wrappers and in some cases, considered 

alongside other family member’s accounts to determine the charges applied. 
 
These pensions are typically limited in that they do not offer access to all investment options, with notable 
exclusions being direct commercial property purchase and unlisted equity investments. 
 
A great deal of innovation in the Platform space has occurred over the years’ and this has allowed a number 
of providers to offer increasingly flexible pensions with the cost being driven down through technology 
efficiencies and competition.  
 
Platforms and Wraps 
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Platforms and wraps are Internet based systems, which allow an adviser to have custody/viewing over a 
client’s assets so they can view and administer investments. The platforms/wraps provide advisers with 
tools to analyse a client’s portfolio, choose products for them and arrange transactions. In some cases, 
the platform/wrap can be used by the client too for viewing holdings. The main benefits of a wrap are: 
 

• Ease of transactions  
• Reduced administration  
• Control  
• Enhanced fund choice  
• Online Access 
• Cost and Economies of scale 

 

 


