
1   Withdraw your entire pension fund  
in one go 
This is an attention-grabbing headline  
but it is unlikely to be the best option  
for most people.  
 
Withdrawing all of your money in one go 
without careful tax planning could mean 
you miss out on the tax advantages that 
pension products benefit from. 
Furthermore, any money you take out of 
your pension, over and above the 25% 
tax-free Pension Cash Lump Sum 
amount, would be taxable as part of  
your income in that tax year.

2  Take an annuity 
Before the budget announcement, the 
vast majority of people retiring would buy 
an annuity with their pension fund, in 
order to get a regular income in 
retirement. 
 
The well-publicised downsides of 
annuities are that they can be inflexible, 
and, if your circumstances change, or you 
die shortly after taking your annuity, it’s 
often the annuity provider who benefits, 
rather than your loved ones.  

Taking an annuity after April 2015 will still  
be an option, and the good news is that 
these products wil be far more flexible in 
future, thanks to a number of changes. 
 
For instance:
• You could be allowed to withdraw lump 

sums from your annuity, or take a 
larger income in the early years of your 
retirement.   

• Annuities may include enhanced death 
benefits, or ‘lifelong’ guarantees.  
This would mean your spouse would 
receive an income if you died within 
the annuity period. 

• Providers may also have the freedom 
to hand back smaller annuities as lump 
sums to your beneficiaries, instead of 
continuing to make regular payments 
to them.

3  Drawing down your pension savings  
This enables you to enjoy the tax benefits  
of being in a pension product and have 
the option to take out money as and when 
you need it (just like a bank account). 
However, you should be careful not to 

take too much money out in the early 
years, or your money could run out! If  
you choose this option, we can help you 
manage your pension savings over time.

4  Annuity / draw down combination 
Combining an annuity with pension 
drawdown may be a good solution for 
many people because it enables you to 
secure a guaranteed level of income for 
the rest of your life (to cover household 
bills etc.), leaving the balance available 
for you to spend as and when you need  
it (such as a special anniversary, 
modifications to your home, etc).

Managing your pension for life
Clarification on the pension rules taking effect from April 2015

During the 2014 Budget announcement, 
the Chancellor introduced the prospect 
of far-reaching changes to how you 
access your pension savings when  
you retire. The government has since 
clarified the details of those changes, 
which take effect from April 2015.  
These are:

• Greater freedom over what you can  
do with your pension savings on 
retirement 

• New restrictions on how much you  
can contribute 

• Changes to the death benefits of  
a pension fund

We’ll cover these in more detail below.

Income Drawdown carries significant investment risk as your future retirement income remains totally dependent  
on your pension fund performance.  

 Your choices at retirement after April 2015 



 
New restrictions on how much you  
can contribute 

Changes to the death benefits  
of your pension fund 

 Talk to us about your choices at retirement 

Midwood Consulting 
enquiries@midwoodconsulting.com 
www.midwoodconsulting.com 
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After April 2015, if you take any income from your pension (in 
addition to any Pension Cash Lump Sum amount) you might still  
be able to make pension contributions, but only up to a reduced 
annual allowance of £10,000 a year (normally £40,000 a year). 

This includes employer contributions and pension benefits being 
built up in final salary schemes, which can be surprisingly large.

There are two exceptions:

1.  If your pension is worth less than £10,000, you will be able to 
make withdrawals from three small personal pots and unlimited 
small occupational pots worth less than £10,000 each without 
being subject to the new £10,000 allowance;

2.   If you go into capped drawdown before April 2015 and your 
withdrawals after April 2015 remain within your drawdown limit,  
you will not be subject to the new £10,000 allowance.

The restriction is being introduced to stop people having their 
salary paid directly into a pension and effectively receiving 25%  
tax free and avoiding National Insurance on employment income.

The changes to the pension rules give you far more freedom in  
your retirement, because you will be able to control how you want  
to spend your hard-earned pension fund. However, it is important  
to get the right financial advice to make sure you make the right 
decisions with your money. 

If you are over 55 and considering taking your pension benefits,  
please do get in touch with us so that we can talk through the  
options available to you.

The Chancellor also promised to review the tax paid on pension 
lump sums when you die. If you are in drawdown, or you are 75 
or older, any lump sum paid to your beneficiaries is currently 
taxed at 55%. We expect further details of the new tax payable  
to be announced in the Autumn Statement (likely to be November 
or early December 2014).

Please remember, if you die before you go into income 
drawdown or buy an annuity, and before age 75, the entire 
pension fund can normally be paid to your beneficiaries without 
incurring a tax charge.

HM Revenue and Customs practice and the law relating to taxation are complex and subject to individual circumstances  
and changes which cannot be foreseen.


