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About Hurst Financial Consultancy
Hurst Financial Consultancy was founded in 1997 by the Managing Director, Michael Hurst. The company has
operated successfully in Salisbury from inception serving clients locally, nationally and internationally.
The company focus has always been on excellence.
We have also developed a strong focus on state of the art information technology being aware of its significant
value in not only collating data, but managing the performance of investments. We have our own in-house IT
department and use its services constantly to develop the service that we give to our clients to ensure it is
always “leading edge”.
As Independent Financial Advisers we have access to the full range of products and services available in the
UK as opposed to a Tied Agent or Company Representative who may only advise and offer products from the
company they represent. This means that we are able to give you impartial advice and recommend the most
appropriate products for you, so that you will enjoy choice, value for money and our high-quality service.
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What you can do with your pension pot.
There are six ways you can take your defined contribution pension pot and you can usually take 25% of your
pot tax free.

Your 6 Options
Leave your whole pot untouched
You don’t have to start taking money from your pension pot when you reach your ‘selected retirement age’.
You can leave your money invested in your pot until you need it.

Guaranteed income (annuity)
You use your pot to buy an insurance policy that guarantees you an income for the rest of your life – no matter
how long you live.

Adjustable income
Your pot is invested to give you a regular income. You decide how much to take out and when, and how long
you want it to last.

Take cash in chunks
You can take smaller sums of money from your pot until you run out. Your 25% tax-free amount isn’t paid in
one lump sum – you get it over time.

Take your whole pot in one go
You can cash in your entire pot – 25% is tax free, the rest is taxable.

Mix your options
You can mix different options. Usually, you would need a bigger pot to do this.
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Leave your whole pension pot untouched
Overview
You don’t have to start taking money from your pension pot when you reach your ‘selected retirement
age’ (the age you agreed with your provider to retire). You could leave the money invested, eg while you’re
working.
·
The money in your pot could grow.
·
You could have more money to last a shorter length of time.

Tax
You don’t pay tax while the money stays in your pot.
Money you leave in your pot can be passed on tax free if you die before the age of 75.

Fees and investment risk
You may be charged extra fees if you don’t start taking your money when you reach your selected retirement
age. Check with your provider.
As with every investment the value of your pot could go up or down.

Continuing to pay in
You (and your employer) can continue to pay into your pot but there may be restrictions.
You usually pay tax if savings in your pension pots go above the annual allowance. This is currently £40,000 a
year.

Scams
If someone contacts you unexpectedly about getting money out of your pot before you’re 55, it’s nearly always
a pension scam.

Next steps
Ask your pension provider the following questions:
·

Do I have to take the money by a certain date?

·

What fees will you charge if I leave my money longer?

·

How much is the pot likely to grow each year?

·

How is the money invested and can I change this if I want?

·

How much can I still pay in?

·

Does my pot have any special features that could mean I get a better deal, eg a
guaranteed annuity rate?

·

Do you have up-to-date details of the person I want to leave my pot to (my
‘beneficiary’)?

~ STRAIGHTFORWARD ADVICE..... IN BLACK AND WHITE ~

Get a guaranteed income (annuity)
Overview
You can use your pension pot to buy an insurance policy that gives you a guaranteed income for the rest of
your life. This is called an annuity.
·
·
·

You get a fixed income for life or for a set number of years.
You can take 25% of your pot as tax-free cash and buy an annuity with the other 75%.
You pay tax on your annuity income.

If you’re currently receiving a pension income it’s likely that you’ve already bought an annuity or are taking an
income from a final salary or career average (defined benefit) pension.

How an annuity is calculated
How much income you get each year from an annuity depends on things like:
·
·
·
·
·

how much you had in your pension pot when you bought the annuity
your age
whether you want the income to increase each year
whether you want the annuity to pay out to someone after you die
your health and lifestyle

You may have to pay administration fees.
If the insurance company you bought your annuity with goes bust the Financial Services Compensation
Scheme will cover you in full.

Types of annuity
There are lots of different types of annuity and you can shop around – you don’t have to buy one from your
current pension provider.

-
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Once you’ve bought your annuity you only have a short period when you can still change your mind (in most
cases 30 days). After that you can’t change the decision.

Tax
If you decide to buy an annuity you can still take up to 25% of your pension pot tax free as cash. This doesn’t
use up any of your Personal Allowance – the amount of income you don’t pay tax on.
You could then buy an annuity with the other 75%.
You pay tax on income from an annuity, just like you do on your salary. This is because when you’re paying
into your pension you get tax relief on your contributions.
If you take the 25% tax-free lump sum you must buy an annuity with the rest or use one of the other pension
options.

Scams
Beware of pension scams contacting you unexpectedly about an investment or business opportunity that
you’ve not spoken to them about before. You could lose all your money and face tax of up to 55% and extra
fees.

Next steps
·
·
·
·

Ask your provider if your pension pot has any special features that could mean
you get a better deal, e.g. a guaranteed annuity rate.
Ask your provider about the types of annuity they offer, eg if you’re in poor
health you could get a better rate.
You can shop around and compare providers to get the best deal.
Understand how much tax you’ll pay on your annuity income.
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Get an adjustable income
Overview
You can get an income from your pension pot that’s adjustable. This means you get a regular income but can
change it or take cash sums if you need to.
·
·
·

You get 25% of your pot as a single, tax-free cash sum.
The other 75% is invested to give you a regular, taxable income.
You can adjust the income you take and when you take it.

This option is also known as ‘flexi-access drawdown’.
You’ll probably need to be involved in choosing and managing your investments. The value of your pot can go
up or down.
Not all pension providers offer this option. If your current provider doesn’t offer it, you can transfer your pot
to another provider but you might have to pay a fee.

Tax
The income you get from the investment is taxable. Your provider will pay you the income with any tax due
already taken off.
You pay tax when you take money from your pot. This is because when you’re paying into your pension you
get tax relief on your contributions.
Example
You have a pot of £80,000 and take a tax-free lump sum of £20,000. This leaves you
with £60,000 to invest. You get an income of £3,000 a year from your investment. If
you pay 20% tax you’ll get £2,400.
If you take the 25% tax-free lump sum, you must get an adjustable income with the rest or use one of the other
options.
You can move your pot gradually – you don’t have to move it all at once. Each time you move a sum, 25% is
tax free.
If you choose this option, you can leave your money to someone when you die but they may have to pay tax
on it.

How adjustable income works
Your provider will offer you different investments with different risks. You pick the investments that are right
for you and get a retirement income from them. You should think about how much you take out every year
and how long your money needs to last.
A financial adviser can help you to create an investment plan for your money. They can advise you on how
much you can take out to make the money last as long as possible. They’ll charge you a fee for this.
Your provider is likely to charge you fees for managing your investments and whenever you get a payment.
If your provider goes bust you’ll be covered by the Financial Services Compensation Scheme.
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Continue to pay in
If you have more than one pension pot, you can take an adjustable income from one and continue to pay into
others. The maximum you can pay in is £4,000 a year.
This includes your tax relief of 20%. For example, to get a contribution of £10,000 you would only have to pay
in £8,000.
You may still be able to pay into the pot you take your adjustable income from but you won’t get tax relief on
these payments.

Financial advice
If you’re interested in this option you might want to get financial advice first. A financial adviser can help you
to compare adjustable income products and work out which is best for you.

Scams
Beware of pension scams contacting you unexpectedly about an investment or business opportunity that
you’ve not spoken to them about before. You could lose all your money and face tax of up to 55% and extra
fees.

Next steps
·

·
·
·
·

·

Ask your current provider if they offer flexi-access drawdown and what they
charge in fees – if they don’t offer it, you can transfer your pot but you might
be charged a fee.
Check if your pot has any special features that could mean you get a better
deal, e.g. a guaranteed annuity rate.
Get financial advice if you’re interested in getting an adjustable income.
Shop around – ask providers what products they offer to suit your
circumstances.
Get some estimates from other providers on how much your pot could grow
and what the fees are – usually you just have to fill in a short form on their
website.
Make sure you know how much tax you’ll pay on any money you’re planning
to take out.
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Take cash in chunks
Overview
You can take smaller sums of cash from your pension pot until it runs out. How much you take and when you
take it is up to you.
·
·
·

You decide how much to take and when to take it.
Your 25% tax-free amount isn’t paid in one lump sum – you get it over time.
Each time you take a chunk of money 25% is tax free and the rest is taxable.

Some pension providers charge a fee to take cash out.
Not all providers offer this option. If your current provider doesn’t offer it, you can transfer your pot to another provider but you might have to pay a fee.

Tax
You pay tax when you take money from your pot because you get tax relief when you pay into your pension.
The money you take from your pot will be added to any other income you have for that year, eg State Pension
payments, benefits, interest from savings, salary. This could mean that taking a large amount of cash in one go
will bump you into a higher tax rate.
If you spread the cash amounts over more than one tax year, you might pay less tax on them.
Example
Your pot is £60,000. You take out £4,000 each year – £1,000 is tax free and £3,000
is taxable. You work part-time and earn £12,000 a year. The total of your earnings
and the taxable cash you’ve taken from your pot is £15,000. This is above the standard Personal Allowance of £11,500. You pay £700 in tax.
Your pension provider will take off the tax you owe before they pay you the cash.
You may pay emergency tax when you take money from your pot which you can claim back.
If your provider doesn’t pay your emergency tax back automatically, you can claim it back from HM Revenue
and Customs.

Continuing to pay in
If you have more than one pension pot, you can take chunks of cash from one and continue to pay into others. The maximum you can pay in is £4,000 a year.
This includes your tax relief of 20%. For example, to get a contribution of £10,000 you would only have to pay
in £8,000.
Your provider may also let you continue to pay into the pot you take cash from.

Benefits
Taking cash chunks from your pot could also affect your entitlement to any benefits.
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Scams
Beware of pension scams contacting you unexpectedly about an investment or business opportunity that
you’ve not spoken to them about before. You could lose all your money and face tax of up to 55% and extra
fees.

Next steps
·

·
·
·

Ask your current provider if they offer the option – also known as
‘Uncrystallised Funds Pension Lump Sum’ (UFPLS) – and what they charge in
fees.
If they don’t offer it, you can transfer your pot but you might be charged a fee.
Check if your pot has any special features that could mean you get a better
deal, eg a guaranteed annuity rate.
Understand how much tax you’ll pay on any money you’re planning to take
out.
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Take your whole pension pot in one go
Overview
You can take your whole pension pot as cash.
·
·

You take your whole pot in one go.
25% is tax free, the other 75% is taxed.

You pay tax when you take money from your pot. This is because when you’re paying into your pension you
get tax relief on your contributions.

Paying tax
Your pension provider will take off the tax you owe before they pay you the cash.
The cash you take will be added to any other income you have over the tax year, eg money from work, savings
and benefits.
You may pay emergency tax when you take money from your pot which you can claim back.
If your provider doesn’t pay your emergency tax back automatically, you can claim it back from HM Revenue
and Customs.

Benefits
Taking a large sum of cash from your pension pot could affect your entitlement to any benefits.

Scams
Beware of pension scams contacting you unexpectedly about an investment or business opportunity that
you’ve not spoken to them about before. You could lose all your money and face tax of up to 55% and extra
fees.

Next steps
·
·

Ask your provider if you can take 25% tax free.
If you want to reinvest the money, talk to a registered financial adviser first.
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Mix your pension options
Overview
You can mix the ways you take your pension pot.
·
·
·

You can mix the pension options, eg use some of your pot to get an adjustable
income and some to buy an annuity.
Not all pension providers offer all the options.
If you have multiple pots, you can use different options for each pot, eg leave
one pot untouched and take cash in chunks from another.

Example
Your pension pot is £60,000.

You decide to take 25% as tax-free cash leaving £45,000. You use £20,000 to buy an
annuity. This gives you a taxable income for the rest of your life of about £900 a
year.
You use the other £25,000 to get an adjustable income. This allows you to take out
about £5,000 a year for 5 years.

Financial advice
Mixing your options can be complicated. If you’re interested in this you might want to talk to a financial
adviser first.

Next steps
If you’re interested in mixing your options:
·
·

Look at all the options to see which ones are right for you
Shop around – you don’t have to get an adjustable income or buy an annuity
from your current provider
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