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Saving into a Pension

Thjs spotlight talks about the type of pension schemes available, the tax
relief you may receive and some top tips for finding a pension provider.

The Pensions Advisory Service is unable to give individual specific

advice and you should seek alternative tax or independent financial
advice.

B \\Vhy save into a pension?;
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Whether you are saving for income in retirement or looking to build up a lump sum over the long term,
pensions are a tax efficient way to save.

< You get tax relief on your contributions (subject to limits).
% The investments grow in a tax-friendly way; and

** You have the option to take 25% of your pension as a tax-free cash lump sum when you retire

In addition, as well as being tax efficient:

< If you are in a workplace scheme, you will generally benefit from employer contributions; and
* There has been legislation to ensure that cost effective pensions are available

IR V/hat types of pensions are there? s

Defined Contribution schemes A Defined Contribution scheme ma
purchase scheme. This type of scheme is a pot of money which you b
hoc contributions. These contributions will be invested into funds of
pension pot over time will depend on the amount you have contributed and how well the investments
have performed. Once you reach age 55, you can use the maney in your pot to provide yourself with
an income, a one off lump sum, several smaller lump sums, or you can leave it for a later date. We
have detailed your pension pot options on the next page.

y_also be known as a money
uild up by paying regular or ad
your choice. The value of your

You can set up your own Defined Contribution scheme, or your employer might set one up on your
behalf.

Defined Benefit Schemes Defined Benefit Schemes are occupational or workplace pension
arrangements. There are two main types of D‘%flnt-?d Benefit schemes, one which is based on your
salary when you reach retirement, and one {Nhlch is based on your average salary throughout your
career. The amount of income you will recé!Ve during your retirement is based on the salary used
(pensionable salary) and how long you m{e;‘e_a member of the schemg (pensionable service). The
scheme will also use an accrual rate whic 'S_“used.to WOrIfh out your income. For example, if the
scheme has an accrual rate of 1/60 then you Wil receive 1/60™ of your pensionable earnings for each
year of pensionable service
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