Pension - Budget 2014 Announcement
In his Budget speech on 19th March 2014, the Chancellor announced some changes to Defined Contribution (DC) pension schemes* introducing further flexibility for members. These changes are currently in consultation (to 11th June 2014) so it’s possible that some details may change but we want to make sure anyone potentially impacted understands what the changes mean now.

We’re not big fans of jargon at EE but when we talk about pension there are some standard terms we have  to use for consistency.  Some terms are explained in the table below or you’ll find a clear explanation of anything with an * at the bottom of the page.
What are the changes?
At the moment you’re able to start to take your pension from age 55 onwards and can take up to 25% of your pension pot as a tax free cash lump sum. 
The announced changes mean that you’ll have more choice over how you use the rest of your pension pot. The table below compares your options at the point you take your pension, before and after the budget changes.

	BEFORE BUDGET CHANGES
	27TH MARCH ’14 – APRIL ‘15

INTERIM CHANGES ANNOUNCED IN BUDGET
	FROM APRIL ‘15

PERMANENT CHANGES ANNOUNCED IN BUDGET 

	Tax Free Cash Lump Sum

You can take up to 25% of your pension pot as tax free cash 
	No Change
	No Change

	Buy an annuity 

An insurance product where a fixed sum of money is paid to you each year, typically for the rest of your life. 
	No Change
	No Change

	Trivial Commutation 

If you’re aged 60 + and have overall pension savings (across all schemes) of less than £18,000 you can take them all as one lump sum. 

Likewise if you have an individual pension pot of less than £2,000 you can take this as a lump sum. 

These lump sums are taxed at your usual rate.
	The overall pension saving limit has been increased to £30,000.


The maximum individual pension pot size has been increased to £10,000.
	No restriction - can take all as cash taxed at your usual rate at the time 

	A ‘capped drawdown’ pension 
Allows you to take income from your pension whilst leaving the remainder invested, but there is a maximum amount you can withdraw each year (120% of an equivalent annuity). Any withdrawals are taxed at your usual rate. 
	Maximum amount you can withdraw is increased to 150%
	No restriction - can take all as cash  taxed at your usual rate at the time

	A ‘flexible drawdown’ pension 

Allows you to take income from your pension whilst leaving the remainder invested but there’s no limit on the amount you can draw from your pension pot each year. Instead you must have a guaranteed income of more than £20,000 per year in retirement.
	Minimum income required reduced to £12,000 per year
	No restriction -  can take all as cash  taxed at your usual rate at the time

	Additional Cash
Cash taken over and above the 25% tax free limit is taxed at 55%
	No Change
	Taxed at your usual rate at the time



Defined Benefit (DB)* to Defined Contribution (DC)* transfers
The Government have also proposed that transfers from DB to DC pension schemes won’t be allowed in the future. This proposal is currently under consultation, and effective dates haven’t been confirmed yet, but if approved it could happen as early as July 2014. 

What do these changes mean for you?
This is for your information only and you don’t have to do anything.  

What it means for you probably depends on how close you are to retirement and you may want to speak to an independent financial adviser to understand how these changes could impact you personally. 

You should have a think about what you might like to do at retirement given the options outlined above. Some things to consider are;

· At what age would you like to start to take your pension?
· What other pensions or savings do you have?
· What other sources of income are you likely to have during your retirement?
· Will your mortgage be paid off?
· If you’ve got children - will you still be supporting them day to day / through education etc.?  
What happens next?
We’ll keep you updated with any further changes.
We’re also working with our investment advisor (Mercer), to review the current EE Pension Scheme investment options in line with the above announcements to ensure that they still reflect best practice and are appropriate to our members.
If you have any queries, please email hr.reward@ee.co.uk.

*Defined Contribution (DC) Also known as Money Purchase, this is a type of pension scheme where you and/or your employer pay in and you build up a pot of money which you then convert into an income at retirement. The income from a defined-contribution scheme depends on factors including the amount you pay in and the fund’s investment performance.
Defined Benefit (DB) Also known as Final Salary, this is a type of pension scheme where you and/or the employer pay in and the when you retire the scheme will pay you a pension based on your length of membership and salary. 
