
Vesting Benefits
Minimum pension age 55.  Benefits must vest by age 75.

If the value of benefits exceeds lifetime allowance (£1.8m in 2010/11), then the excess 
is subject to a tax charge. If benefits are paid in the form of pension, this charge is 
25% on the excess and the pension is also taxable, as earned income.  Alternatively, 
the excess can be paid as a lump sum subject to a tax charge of 55%.  Transitional 

protection may apply to large funds.

If enhanced protection applies, the individual is exempt from the tax charge on benefits 
exceeding lifetime allowance. 

Benefits can commence irrespective of employment status.

Tax-Free Lump Sum
Tax-free lump sum of up to 25% of the value of benefits, with a maximum of 25% of the 

lifetime allowance (£450,000 in 2010/11).

Transitional protection may apply to tax-free lump sums available at 5th April 2006 
which are bigger than £375k (25% of the lifetime allowance for 2006/07) or 25% of 

the value of benefits.

Income Withdrawal – 
Unsecured Pension

When benefits vest, the remainder of the 
fund, after paying tax-free cash, must be 
used to provide a taxable pension, either 
in the form of an annuity (secured pension) 
or income withdrawal (unsecured pension).  
This flow chart assumes the member elects 

for unsecured pension (USP).

Under USP, maximum pension in any 
year  is 120% of the single life level annuity 
rate, based on age of individual and tables 
published by the Government Actuary’s 

Department (GAD).

There is no minimum pension that must be 
taken in any year.

Maximum pension is reviewed every five 
years unless additional funds are used for 
income withdrawal e.g. phased retirement. 

This will trigger an immediate review. 

Income Withdrawal –        
Alternatively Secured Pension

By age 77, pension income must be secured either 
by purchasing an annuity or via alternatively secured 
pension (ASP).  This flow chart assumes the member 

elects for ASP.

Under ASP, maximum pension in any year is 90% of 
the single life level annuity rate for a 75 year old by 

reference to tables published by the GAD.

The minimum pension that must be taken in any year is 
55% of the GAD annuity rate for a 75 year old.

These limits are reviewed every year.

A further crystallisation event occurs, for the purposes 
of the lifetime allowance, at age 75 (or annuity purchase 
if earlier).  The amount of lifetime allowance used up at 
this vesting event is equal to the increase in value of the 
USP fund between the date of vesting and age 75 (or 

date of annuity purchase if earlier).

Retirement 
Benefits
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At a Glance Guide to Benefits

Death Pre-Vesting
The full value of the fund plus any proceeds from pension related life cover, 
up to the lifetime allowance,  can be paid as a lump sum to nominated 

beneficiaries.
This lump sum will be free from inheritance tax in most circumstances.

Amounts in excess of the lifetime allowance can be paid as a lump sum 
subject to 55% tax or used to provide a taxable pension with no further 

one-off tax to pay.

If transitional protection applies, it may be possible to pay the full fund value 
as a lump sum, even if greater than the lifetime allowance.

Death Post-Vesting Before 
Age 77

The full fund can be paid to nominated 
beneficiaries as a lump sum subject to tax at 
35%.  This lump sum will be free from inheritance 

tax in most circumstances.

Alternatively the funds can be used to provide 
taxable dependants’ pensions (in the form of an 

annuity or income withdrawal).

Death Post-Vesting After Age 77
If the member has any dependants then the remaining funds 
must be used to provide taxable dependants’ pensions (in 
the form of an annuity or income withdrawal). If there are no 
dependants, the funds can be paid as a lump sum to a charity 

tax-free.

It may also be possible for the remaining funds to be paid to 
the member’s beneficiaries as an “unauthorised payment” 
but this will be subject to significant tax charges, including 

inheritance tax.
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Regulatory

A J Bell includes A J Bell Holdings Limited and its wholly owned subsidiaries A J Bell 
Management Limited, A J Bell Limited and A J Bell Securities Limited. 

A J Bell Management Limited is authorised and regulated by the Financial Services 
Authority. A J Bell Securities Limited is a member of the London Stock Exchange and is 
authorised and regulated by the Financial Services Authority.

Sippdeal, Sippdealxtra and Sippcentre are platforms provided by A J Bell Management 
Limited. A J Bell Platinum SIPP is provided by A J Bell Management Limited. A J Bell 
Platinum SSAS is provided by A J Bell Limited.

The companies listed in the adjacent table are all registered in England and Wales at 
Trafford House, Chester Road, Manchester M32 0RS.

Company Company Number VAT Number

A J Bell Holdings Limited 4503206 833 5478 13

A J Bell Management Limited 3948391 759 3531 03

A J Bell Limited 3091664 639 0316 44

A J Bell Securities Limited 2723420 918 4226 21
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