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Budget 2010

Developing a new tax framework for retirement

On 22" June 2010 the Chancellor of the Exchequer George Osborne published emergency budget
measures which the new coalition government intend to introduce.

Whilst the focus was on VAT, Capital Gains Tax and planned cuts in public expenditure, it also con-
tained significant changes to pension regulation.

The Treasury also issued a consultation paper setting out proposals to further reform the provisions of
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The changes and proposed changes are likely to impact upon individuals who have retired but have not
yet attained age 75 or purchased an annuity.

Immediate Change -The Age 75 Rule

At present there is no compulsion to start drawing retirement benefits from a registered pension ar-
rangement until age 75 at which point it is necessary withdraw any available tax free lump sum and ei-
WKHU DQQXLWLVH RU RSW IRU f®SPWHLRID &\hhoreH eStriodive Foknd of &- 3 H Q
come drawdown).

Following the emergency budget announcement, 75 will continue to be the age at which benefits must
be brought into payment but the age at which annuitisation or Alternatively Secured Pension becomes
compulsory moves back to age 77.

So, what happens between ages 75 and 77? The answer is that the existing option to pursue a strategy of
18 QVHF XUH aUSHH(the&/fleRile-form of income drawdown) is extended for two years.

Death Benefits & Inheritance Tax

Perhaps the most significant practical difference between USP and ASP is the lump sum d
benefit. USP allows the authorised payment of the residual pension fund on death whereas /
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The two year extension of USP, which for all practical purposes takes effect immediately, greater choice over

therefore to be welcomed.

Furthermore, the Inheritance Tax exemption applicable to uncrystallised pension funds is al
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extended until age 77also a positive move!
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