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“Most investors are primarily oriented
towards return - how much they can
make and pay little attention to risk
- how much they can lose. My chief
concern is the quality of the businesses 
we buy because when I get that 
right, returns have been more than 
satisfactory”.

Tom Spain 
Director
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About Henry Spain Investment Services

Important Information 

The information provided here is only a guide. It is designed to show you different 
areas that can be investigated further. It is not to be relied upon to make financial 
decisions. If you are unsure about any of the information here or would like personalised 
recommendations then please contact Henry Spain Investment Services directly. The 
information presented is correct as of August 2019. 

Henry Spain Investment Services is authorised by the Financial Conduct Authority and 
registered in England and Wales (number 7118506). 

We focus on 
delivering a 

personalised and 
proactive wealth 

management 
service

To find out more you can make an 
appointment with us on our website at www.
henryspain.co.uk/contactus or simply pop 
into one of our conveniently located offices in 
Market Harborough or Oakham.

Henry Spain Investment Services was established 
back in 2010 by Tom Spain, a Chartered Wealth 
Manager and Stockbroker. We focus on delivering 
a personalised and proactive wealth management 
service by understanding the financial needs of 
our clients. We understand that making sure you 
have a comfortable retirement is important, so 
we’ve gone back to basics to ensure that you’re 
fully aware of the rules around pensions and what 
your options are when it comes to retirement.

http://www.henryspain.co.uk/contactus
http://www.henryspain.co.uk/contactus
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HOW MUCH DO YOU HAVE?

We want our clients to have a comfortable 
retirement. There are several things you can do 
to make sure this is the case. One of the first 
things you should do after working out how 
much money you may need, is to work out the 
total income you’ll have during retirement. This 
might include Workplace Pensions, Personal 
Pensions and the State Pension. You can use the 
government’s State Pension Forecast (www.
gov.uk/check-state-pension) to get an estimate 
of your entitlement. To find out the value of your 
other pensions you’ll need to look at your annual 
statements from your provider or contact them 
directly.

Another step you can take is to consolidate your 
existing pensions. This helps to cut down costs 
and also allows you to get a clearer picture of 
your retirement. Whilst this can be fairly simple 
to do, it is always important to seek advice 
beforehand. You need to check that you won’t 
lose out on any valuable benefits or incur any 
excessive exit charges when you transfer your 
funds.

If you’re worried that your pension may not be 
large enough, there are steps you can take to 
remedy this such as topping up with a monthly 
contribution or a lumpsum payment. One of the 
most important things you can do is take action 
early. Contact us today for a free, no obligation 
consultation and get your retirement back on 
track.

PLANNING FOR RETIREMENT
A pension is essentially a long-term savings plan. It helps you to save so you can have 
an income during retirement. This guide is designed to give you an overview of the 
types of pensions available and what your options are at retirement. 
We think we’ve given you everything you need to know but if you have any questions, 
or want to find out more, then call Henry Spain Investment Services on : 
     01858 898023 (Market Harborough)  or
     01572 897510 (Oakham).

INTRODUCTION

HOW MUCH DO YOU NEED?

The best place to start when planning for retirement is to 
work out how much you might need to spend during it. With 
retirement often being some way off, this amount is not always 
easy to calculate. Keep in mind that by the time you retire, some 
of your larger financial costs will have passed. For example, 
you may have paid off your mortgage, you’ll no longer have to 
cover commuting costs, and your children could be financially 
independent. Given this, a good starting point is between half 
and two thirds of your current salary. Though this is a decent 
estimate, it may not suit everyone since people have different 
goals and needs during retirement. If you plan to take several 
holidays or change your car multiple times then this will need 
to be factored in. You may also need to consider costs for care 
in your later life.

At Henry Spain, we use our Retirement Calculator to take 
into account all the extras that may need to be taken into 
consideration. If you’d like to get an estimate of how much 
money you may need to have a comfortable retirement, 
then head to www.henryspain.co.uk/contactus and book an 
appointment with one of our Wealth Managers.
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WHAT YOU NEED TO KNOW There is also a Lifetime Allowance on 
how much money you can put into 
your pension in total. This is currently 
£1,055,000, although it is subject to 
change. If you expect your total pension 
savings to exceed this amount then you 
may need to apply for protection. Our 
Wealth Managers can provide advice on 
protecting your retirement fund. 
Once money is in a pension, you 
generally have to wait until you turn 55 
before you’re able to begin to access and 
withdraw. At this point, 25% of your fund 
can be taken as a tax-free lump sum. The 
remainder is subject to income tax at 
your highest marginal rate. There are a 
number of different options at this stage.

All tax relief is capped at £40,000 per tax year, a value known as the Annual Allowance. 
However, you can only put as much as you earn into your pension. For example, if your 
salary was £28,000 you would only be able to put up to this amount into your pension 
(including the government’s contribution and anything from your employer) and gain tax 
relief. Anything you put in above this threshold is subject to income tax at your marginal 
rate and a possible charge. It should be noted that you are able to carry forward any unused 
annual allowance from the previous three tax years so long as you were a member of the 
pension scheme during that time. This means that you may be able to have a tax relief of 
more than £40,000 in one tax year. For example, if you put £30,000 into your pension in 
each of the last three years, you would be able to put £70,000 into your pension in this tax 
year (£10,000 left of annual allowance over 3 years, plus £40,000 annual allowance from this 
year). This only applies if your salary is greater than this level.

A pension is a tax-efficient way to save money and ensure that you have an income after 
retiring. The sooner you start putting money into a pension, the better placed you’ll be to 
achieve a comfortable retirement. 

One of the incentives for paying into a pension is the tax relief on offer. Any money placed 
in a pension can grow free from both Capital Gains Tax and Income Tax. Additionally, the 
government gives you 20% of any money that you put in. For example, when you pay £100 
into your pension, the government pays in an additional £25 which means a total of £125 
would be going towards your retirement savings. If you pay a higher rate of tax then you can 
claim further tax relief through your tax return. 
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THREE TYPES OF PENSIONS

There are broadly three main types of pensions: State Pensions, Workplace Pensions, and 
Personal Pensions. You can have more than one type of pension but it is important that you 
keep track of them. Some people find it helpful to consolidate all their pensions into one so 
that they can easily see how much they’ve got saved (be aware that transfer charges may 
apply).

STATE PENSION

•	 BASIC STATE PENSION 

To receive the basic State Pension, you must have made National Insurance contributions. 
If you’ve been contributing for at least 30 years, you’ll currently receive £129.20 per week. 
If you’ve contributed fewer years than this then you’ll receive less, but you may be able to 
increase this by paying voluntary National Insurance contributions. The basic State Pension 
rate increases every year by either 2.5%, the percentage growth in prices in the UK, or the 
average percentage growth in wages, whichever is greater. 

You have to claim your State Pension in order to receive it, but you can only do this once you 
reach State Pension age which is currently 65 for men and is increasing to 65 for women. 
However, State Pension ages are changing. Visit www.gov.uk/state-pension-age to find out 
the State Pension age specific to you.

•	 NEW STATE PENSION

To claim the new State Pension, you’ll need at least 10 years’ worth of National Insurance 
contributions. The maximum amount you can receive per week with the new State Pension 
is £168.60, but the actual amount you receive depends on your National Insurance record. 
The new State Pension increases annually in the same way as the basic State Pension i.e. by 
at least 2.5%.

You still have to claim the new State Pension in order to receive it, but, again, you can only do 
this once you reach State Pension age which is currently 65 for men and is increasing to 65 for 
women. Since State Pension ages are changing you can visit www.gov.uk/state-pension-age 
to find out the State Pension age specific to you.
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PERSONAL PENSION

A Personal Pension is a pension that you organise for yourself and is a type of Defined Contribution 
Pension. If you remember, we mentioned these earlier under Workplace Pensions, where some 
employers offer Defined Contribution Pensions as Workplace Pensions. In the same vein, the 
amount you get out of a Personal Pension depends on how much you put in, how the investments 
perform, and how you choose to withdraw your money. Personal Pensions are more flexible and 
give you greater freedom on how to invest your money. There are a few different types of Personal 
Pension including Stakeholder Pensions and Self-Invested Personal Pensions (SIPPs). At Henry 
Spain, we offer independent financial advice to help you select the best option. If you like the idea 
of having flexible investment choices with guidance from one of our Wealth Managers then we 
have a personal pension at Henry Spain that could be right for you. Contact us to find out more.

WORKPLACE PENSION

A workplace pension is arranged by 
your employer. Each payday, a portion 
of your pay is automatically put into 
the pension scheme and your employer 
also pays money in. Currently, you  pay 
in a minimum of 5% of your salary and 
your employer pays in a minimum 
of 3%. Because workplace pension 
contributions are taken out before 
income tax is deducted, you receive relief 
from income tax. Your employer must 
automatically enrol you in a workplace 
pension if you’re aged between 22 and 
State Pension age and earn at least 
£10,000 a year. You can, of course, opt 
out if you want to. There are two main 
types of Workplace Pension: Defined 
Contribution and Defined Benefit.

DEFINED CONTRIBUTION

A Defined Contribution Pension, also 
known as a ‘money purchase’ pension is 
a pension pot that is based on how much 
is paid into the fund. Money paid into 
the pension by you or your employer is 
invested by the pension provider. Thus, 
the value of your pension can fluctuate 
with the performance of the underlying 
investments. The amount you’ll receive 
from this pension depends on how much 
was paid in, how the investments have 
performed, and how you decide to take 
the money. For more details on how you 
can take your pension, see the ‘Options 
at Retirement’ section.

DEFINED BENEFIT

This type of workplace pension is also 
known as a ‘final salary’ or ‘career 
average’ pension. The amount you 
receive from a Defined Benefit Pension 
depends on things like your salary 
and how long you’ve worked for your 
employer. Typically, the employer selects 
a portion (usually 1/60 or 1/80) of your 
salary and multiplies it by the number of 
years that you have eligible membership 
of the scheme to give you your total 
retirement income. This may be of your 
final salary or an average of your salary 
during their employment.
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LEAVE YOUR PENSION 
UNTOUCHED

If you don’t need to take money from 
your pension when you turn 55, then 
you don’t have to. Letting your pension 
accumulate and grow tax-free could 
potentially provide you with greater 
income when you choose to access it. 

TAKE A FLEXIBLE INCOME VIA 
FLEXI-ACCESS DRAWDOWN (FAD)

One option is to take 25% of your 
pension as a one-off tax-free lump sum 
and then leave the remainder invested 
to provide yourself with a regular, but 
taxable, income in retirement. Please 
note that this is not necessarily for life. 
With flexi-access drawdown, you choose 
the income you want to receive and have 
the flexibility to stop and start it as you 
like. 

As always, with investing comes an 
element of risk.

Once you begin to draw flexible income 
from your pension (after taking the 25% 
tax-free cash), your annual allowance 
decreases the Money Purchase Annual 
Allowance of £4,000 per tax year. This 
means you are restricted in how much 
further you can add to and therefore 
grow your fund. See our Flexi-Access 
Drawdown Guide for further information.

YOUR OPTIONS AT RETIREMENT

WITHDRAW EVERYTHING

You can also take your entire pension in 
one go. The first 25% is tax-free and the 
remainder is taxed at your highest tax 
rate. There are major tax implications 
to think about when considering this 
option. Taking the pension in one lump 
sum means that the full amount will 
be added onto any income you already 
have. This could put you in a higher tax 
bracket meaning that you incur a large 
tax bill. Additionally, doing this means 
that you won’t have a solid income 
throughout retirement, and you may 
run out of money altogether.

MAKE  SMALL CASH 
WITHDRAWALS – UNCRYSTALLISED 
FUND PENSION LUMP SUM (UFPLS)

It is possible to make a series of smaller 
cash withdrawals when you like and 
leave the rest untouched, invested and 
uncrystallised where it can grow tax-
free. The first 25% of each withdrawal is 
tax-free, with the remainder treated as 
a taxable income. One thing to keep in 
mind with this option is that there are 
tax implications to be considered.

PURCHASE A GUARANTEED 
ANNUITY

Instead of investing what remains after 
taking your 25% as a tax-free lump sum, 
you can use what’s left to purchase an 
annuity. An annuity is a taxable income 
for life. There are a variety of annuities 
available that provide different levels of 
income in retirement. One benefit of an 
annuity is that you may be able to use it 
to provide income for a dependant when 
you pass away.

We know that when it comes to retirement 
there can be an overwhelming amount of 
information available. At Henry Spain, we’re 
taking things back to basics and giving you 
clear, straightforward answers to tell you 
everything you need to know. If you think 
we’ve missed something then get in touch 
and we’ll point you in the right direction. 

As mentioned, most pension schemes allow 
you to take your money from the age of 55. 
You don’t necessarily have to retire at this 
point. There are a few options: you can use 
your pension as your sole income, or you 
can use it to supplement your salary to 
enable you to work fewer hours. There are 
some exceptional circumstances where you 
may even be able to access your pension 
earlier. If you’re in poor health or are in a 
profession where retirement begins sooner 
there are options to take your pension 
before you turn 55. You should always be 
wary of pension scams that tell you that 
you can release money from your pension 
sooner (i.e. before 55). Take a look at the 
‘Avoiding Pension Scams’ section to learn 
how to keep your pension safe.

There are several different ways that you 
can take your pension. Under the new 
pension freedom rules, you can mix any 
of the options using different pensions, or 
even do so with different parts of the same 
pension. The options available to you may 
differ depending on your pension scheme 
or provider, but we’ve listed the most 
common options.
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AVOIDING PENSION SCAMS

If you think you’ve encountered a fake company, then check the Financial Services Register 
(www.fca.org.uk/firms/financial-services-register) and call the company through the 
number that the FCA provides. Remember to never reveal personal or financial details 
over the phone.

KEY TELLS

•	 	 They unexpectedly contact you i.e. a cold call

•	 They suggest that you can access your pension before age 55

•	 They tell you to withdraw all of your pension or a large lump sum 

•	 They ask you to transfer money quickly

•	 They use words like ‘pension liberation’, ‘loophole’, 

          or ‘one-off investment’

If you’re contacted unexpectedly by someone promising you a pension that sounds too 
good to be true, it usually is. 

Pension scammers often try to tell you that you can take your pension money before you 
turn 55. This is usually illegal and will incur extensive tax fees. Unless you’re in poor health 
or have exceptional circumstances, you cannot release funds from your pension before the 
age of 55. They might also tell you about an investment opportunity that you’ve never 
heard of before or give new ways to invest your pension money.

UNCRYSTALLISED FUNDS

Leaving money within your pensions 
means it remains ‘uncrystallised’. In 
order to take tax-free cash, you need 
to ‘crystallise’ all or at least part of your 
pension. For example, if you wanted 
to take £20,000 tax-free cash, you 
would have to ‘crystallise’ £80,000 of 
your pension. That way, the first 25% 
is tax-free and the remaining £60,000 
is subject to tax when you withdraw it. 
The money remaining in your pension is 
‘uncrystallised’ and tax is not paid until 
you ‘crystallise’ it.

KEY TERMS

MARGINAL RATE

The Marginal Rate refers to the marginal 
income tax rate you are subject to. This 
is the percentage of tax that applies to 
you based on your income. This is 20% 
if you fall into the basic-rate category, 
40% if you’re in the higher bracket, and 
45% for anyone in the top-rate income 
bracket. 

LIFETIME ANNUITY

Lifetime Annuity is a type of retirement 
income available to buy with some or 
all of your pension pot. It provides a 
guaranteed income for life.
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www.henryspain.co.uk         info@henryspain.co.uk 

Market Harborough Office: 

49a High Street 
Market Harborough
Leicestershire  
LE16 7AF

Tel: +44(0)1858 898023   

Oakham Office: 

3 Church Passage  
Oakham
Rutland
LE15 6DR

Tel: +44(0)1572 897510

Risk Warnings: Certain investments carry a higher degree of risk than others and are, therefore, unsuitable 
for some investors. The value of investments, and the income from them, can go down as well as up, and you 
may not recover the amount of your initial investment. Where an investment involves exposure to a foreign 
currency, changes in rates of exchange may cause the value of the investment, and the income from it, to go 
up or down. Opinions constitute our judgement as of this date and are subject to change without warning. 
Neither Henry Spain nor any connected company accepts responsibility for any direct or indirect or on 
sequential loss suffered by you or any other person as a result of your acting, or deciding not to act, in reliance 
upon any information contained in this Brochure. Before contemplating any transaction, you should consider 
whether you require any advice from a financial adviser which we would be happy to provide. Tax benefits 
and allowances described in this brochure are based on current legislation and HM Revenue & Customs 
practice and depend on personal circumstances. These may change from time to time and are not guaranteed.  
Henry Spain is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales 
No. 7118506. Registered Office: 49a High Street, Market Harborough, Leicestershire, LE16 7AF 

http://www.henryspain.co.uk 
mailto:info%40henryspain.co.uk%20?subject=

