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Approaching retirement?
What to expect
ALONGSIDE YOUR HOME, YOUR PENSION IS LIKELY TO BE THE MOST
VALUABLE FINANCIAL ASSET YOU HAVE. IT IS DESIGNED TO GIVE YOU A
REGULAR INCOME AND FINANCIAL SECURITY WHEN YOU ARE NO LONGER
DRAWING A SALARY. HOWEVER, YOUR RETIREMENT MAY LAST 20-30 YEARS
AND MAKING SURE YOUR INCOME DOES SO TOO MEANS MAKING THE
RIGHT CHOICES AT RETIREMENT.

T

here is a range of options to choose
from and what’s right may be different
for every person. Some will favour
the security of a regular income for life (an
annuity). Others will prefer the flexibility of
drawdown, where they can take more or less
income in any given year. Some will need
provision for their spouse after they die, others
will not. If you are going to use a drawdown
option, you will also have to consider how
that money should be invested to provide a
stable income. It is a complex decision and
one not to be undertaken lightly.
With this in mind, as you approach retirement,
pension providers like Alliance Trust Savings
will give you factual information to help you
understand your options. This is not usually
guidance or advice (we don’t give either).
However, given the importance of the
decision, it can be worth seeking the help
of an independent Financial Adviser –
www.unbiased.co.uk or www.vouchedfor.
co.uk can give you names of local advisers.
You can also access free impartial guidance
from Pension Wise, a Government service
at www.pensionwise.gov.uk.

Why wait?
There’s no need to wait until
your chosen retirement date to
start thinking about your pension
income options and how you
might use them. The sooner
you get on to this the better.
You can get a head start now
by downloading our Accessing
Your Pension Savings Guide at
alliancetrustsavings.co.uk.

When you apply for a Self-Invested Personal
Pension (SIPP) through Alliance Trust Savings,
you are prompted to choose a retirement date.
The earliest it can be is your 55th birthday.
Two years before this chosen date, we will
send you a letter giving you the balance of
your SIPP Account.
We also send our comprehensive Accessing
Your Pension Guide and details of the Pension
Wise service. Our guide explains the different
options available, plus considerations such as
the inheritance tax treatment of each option.
It also shows the type of questions you need
to ask yourself before making any decisions.
We will send this information out to you
again, with an updated SIPP Account balance,
closer to your selected retirement date.
As your planned retirement date nears, if you
have questions about your SIPP Account and
what you want to do with it we are happy to
give practical support where we can. We find
customers often have questions on tax, for
example the tax implications of withdrawing
capital. Remember, though, we can’t give
you advice.
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FLEXIBLE RETIREMENT INCOME (CONTINUED)

GUARANTEED INCOME FOR LIFE

Case Study 2 – Robert wants to keep working
Robert, aged 64
− He has £500,000 in his Alliance Trust Savings SIPP
− He needs access to a little capital
Robert has no plans to retire, but would like to clear his mortgage of £25,000. He is selfemployed, earns £100,000 a year and wants to keep paying a decent amount each year in
to his SIPP.
Robert crystallises £100,000 from his SIPP. He takes £25,000 of this as tax-free cash and
leaves the remaining £75,000 invested to draw on as taxed income at a later stage. As for the
£400,000 not yet crystallised, Robert knows this amount could go up or down in future and
is happy to take this risk.
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As Robert is only taking his tax-free cash at this stage, his Annual Allowance for paying in to
his SIPP stays at £40,000. If he had taken income too, it would have reduced to £4,000.

If you want to crystallise some or all of the money from your SIPP to take free cash and a flexible retirement income,
complete and return the SIPP: Accessing Your Pension Savings Form which is available at alliancetrustsavings.co.uk
We will then:

With this option, after
taking your tax-free cash
you can buy a lifelong,
regular income (also known
as an annuity). It provides
you with a guarantee that
the income will last as
long as you live.

− tell you what proportion of your Lifetime Allowance this accounts for
− let you know if any Lifetime Allowance charge is due – if it is we will report this to HMRC too and we can facilitate
your payment of the charge when due
− confirm how much tax-free cash you can take and how much you’ll have left for an income
− pay you the money you have asked us to
Our annual product charge will increase once you start to access your pension. See our Charges Guide for more details.

Your income is taxed.
We don’t offer guaranteed incomes at Alliance Trust Savings but we can purchase
the one of your choosing. If you’re not sure what to do, you should seek professional
financial advice. It is important that you shop around for the best deal for you, as you
would with any other purchase. The Pension Wise website provides more information at
www.pensionwise.gov.uk/shop-around
There are a number of different types of guaranteed incomes for life.
An escalating guaranteed income increases over time to keep up with the increasing
cost of goods and services, known as inflation. Your income will start at a lower level
and will increase by your chosen amount each year.
A level guaranteed income will remain fixed. But as you get older, inflation may
increase therefore you can buy less with the same income.

This article is for general
information only and
takes no account of your
personal circumstances
and does not constitute a
personal recommendation.
If you are unsure of
suitability, you should
seek expert advice.
Alliance Trust Savings
does not give financial
or investment advice.
The value of your
investments can go down
as well as up and you
may get back less than
you originally invested.
The value of your SIPP
Account might go down
when you start taking
money out, especially if
you take a high income
and investment returns
are poor. So the income
you can take in future
might also go down.
Tax treatment of pensions
depends on individual
circumstances and may
change in the future.

