Chartered Financial Planners

The new state pension

The single tier state pension starts life on 6 April 2016, but even
the Pensions Minister has doubts about how much of it the public
understands. .

A man born after 5 April 1951, or a woman born at least two years later, will not receive a basic state
pension when they reach state pension age (SPA). Nor will they receive any additional state pension, such

as the state second pension (S2P). Instead, as of 6 April, they will be entitled to the new single tier state
pension.

The single tier pension will be £155.65 a week, whereas from April the basic state pension will be
£119.30 a week. However, not everyone will receive £155.65 a week state pension under the new
regime. If you reach SPA before 6 April, the current state pension rules will continue to apply. If your SPA
is later, some complicated transitional adjustments will make allowance for the benefits you have earned
under the old system, including those from contracting out of the state additional pension. The net result
is that in 2016/17, only 38% of those people reaching SPA will receive the full single tier pension — many
will receive little or no more than the state pension they earned up to April 2016.

The Pensions Minister, Dr Ros Altmann, has conceded that there is “much misconception” about the level
of the new pension that people will receive. In a recent radio interview she went as far as to agree that
the single tier pension had been miss-sold. The new system will ultimately save the governmerit money, so
in the longer term it will create more losers than winners. If you are an employee earning over £40,000 a
year and are not contracted out of S2P, then you could be among the biggest losers.

If you want to redress the balance, there are a variety of ways to boost your retirement income. These
range from topping up national insurance contributions to increasing regular savings, via a private pension
or otherwise. To discuss the options suited to your personal circumstances, please contact us.

The value of tax reliefs depends on your individual circumstances. Tax laws can change. The Financial
Conduct Authority does not regulate tax advice. The value of your investment can go down as well as up
and you may not get back the full amount you invested. Past performance is not a reliable indicator of
future performance. Occupational pension schemes are regulated by The Pensions Regulator.
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The Woodham Partnership Limited is an appointed
representative of The On-Line Partnership Limited

which is authorised and regulated by the Financial
Conduct Authority.

All figures and data contained within the document were supplied by Taxbriefs and were correct at the time of writing

This newsletter is for general information only and is not intended to be advice to any specific person. You are recommended to seek competent professional
advice before taking or refraining from taking any action on the basis of the contents of this publication. The FCA does not regulate tax advice, so it is outside

the investment protection rules of the Financial Services and Markets Act and the Financial Services Compensation Scheme. The newsletter represents our

understanding of law and HM Revenue & Customs practice.
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