TECHNICAL

UK PENSION
FLEXIBILITIES
When and how can I access my
benefits?
The ‘pension freedoms’ legislation
introduced on the 6 April 2015 by
the UK Government meant that if
you have a ‘defined contribution’
pension and reached the Normal
Pension Age of 55 (this is set to
increase to age 57 from 2028 in
line with the state pension age
increases) it is now possible to
access as much of your pension
as you wish.
There are 3 main options to access
your pension savings. You can also
choose any combination of these
options:
• Lifetime annuity
• Flexi-access drawdown
• Lump sum payment
Lifetime annuity
You are able to use some or all of
your funds to buy an annuity from
an insurance company that gives
you regular payments for at least
the rest of your life.
The amount of income you receive
will depend on you age, pension
pot, current interest rates and
sometimes your health.
Upon your death (depending on the
terms of your annuity i.e. if death
benefits had been purchased)
a nominated beneficiary could
receive the payments tax-free if you
pass away before age 75, if you die
after your 75th birthday then any
beneficiary could receive payment
or a lump sum taxed at their
marginal rate.
When purchasing an annuity, you
also have the option to take a tax
free lump sum of up to 25% of your
pension fund at the same time.

Flex-access drawdown
Under flexi-access drawdown you
can take as much or as little as you
want each year.
Subject to your pension’s scheme
rules, you may be able to take
25% of your pension as a tax-free
lump sum (subject to available
lifetime allowance) at the time
of drawdown. If flexi-access is
not available under your current
scheme, you may be allowed to
transfer to an alternative provider
that offers it.
Lump sum payment
You may be able to access your
savings without designating the
funds to drawdown.
You can take money direct
from your pension fund without
having to buy an annuity or going
into drawdown. If you have not
previously taken (‘crystallised’)
any of your benefits, you have the
option to take an Uncrystallised
Funds Pension Lump Sum
(UFPLS). Of this, 25% is paid
tax-free, with the remaining 75%
being taxed as income at the
client’s marginal rate. Where this
option is exercised, the scheme will
deduct and account for income
tax under the requirements of the
PAYE regulations.
Overseas pensions
If you are a UK resident moving
overseas, or a non-UK resident with
a UK pension, using a Qualifying
Recognised Overseas Pension
Scheme (QROPS) could offer the
same flexible access rules.
Before you can transfer your
pension fund to an overseas
pension scheme, you will need
to check that it is a QROPS and
that your scheme will allow it.

RL360 Insurance Company Limited. Registered Offi ce: International House, Cooil Road, Douglas,
Isle of Man, IM2 2SP, British Isles. Registered in the Isle of Man number 053002C. RL360
Insurance Company Limited is authorised by the Isle of Man Financial Services Authority.

TECH040b 04/19

Transfers made to a scheme that
is not a QROPS will be classed as
unauthorised payments and face
a tax liability on the transfer of at
least 40%.
Furthermore, unless the scheme
member are resident in the same
jurisdiction or an EEA country, a
25% overseas transfer charge will
be deducted by the administrator
of the transferring scheme.
However, the transfer charge is
only levied against the value of the
fund benefited from UK tax relief.
UK tax charges may still apply to
any drawdown payments made
from the QROPS. The QROPS will
notify HMRC when such payments
are made. Please note: any
transfer, drawdown or lump sum
payment that is in excess of your
lifetime allowance, then you may
be taxed on any excess.
Important notes
Please note that every care has
been taken to ensure that the
information provided is correct
and in accordance with our current
understanding of the law and Her
Majesty’s Revenue and Customs
(HMRC) practice as at March
2019. You should note however,
that we cannot take on the role
of an individual taxation adviser
and independent confirmation
should be obtained before acting
or refraining from acting upon
the information given. The law
and HMRC practice are subject to
change. Legislation varies from
country to country and the plan
owner’s country of residence may
impact on any of the above.

