
 

 

For anyone who has built up valuable pension benefits during their working life it is important to 

extract the maximum value from those benefits by making the correct decisions when the time 

comes to retire. 

The opportunities to do so undoubtedly exist but unfortunately specialist impartial advice can be 

hard to find. 

The purpose of this briefing note is to highlight and explain those areas which you should con-

sider addressing in the approach to retirement in order to get the most out of your pension. 
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lump sum at retirement can  be outweighed by the often punitive rate at which their  annual pen-

sion is reduced as a result.  
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of the value of their pension fund as cash thereby reducing the amount which has to be used to 

provide income or buy an annuity. 

Finally salary scheme members can potentially improve their position  by transferring any money 

purchase funds which they have built up elsewhere into their final salary scheme prior to retire-

ment and cashing those in rather than commuting valuable annual pension. 

Additional Voluntary Contribution (AVC) funds already built up within a final salary scheme can 

be used in the same way - at retirement you simply specify to the scheme administrator that you 

wish to commute the AVC fund and not your pension. 
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take advantage of these measures you can still do so. You could for example sacrifice part of your 

non-pensionable earnings (or bonus) in the last year before retirement in exchange for an equiva-

lent pension contribution - which you could then  draw as a tax free retirement lump sum.  

This would save income tax and national insurance as well as avoiding the need to commute pen-

sion on disadvantageous terms. 

You should of course liaise with your pension scheme administrator and/or trustees to obtain 

their agreement to any of these courses of action. 

 

Executive Pensions 

Factsheet  

Summer 2010  


