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Introduction

In the new age of leisure many people will look forward to a far more active retirement
than their predecessors of past generations. Retirement will provide the opportunity to
pursue your favourite pastimes on a greater scale than time may have permitted during
working life.  It may also open the door to new experiences with a far wider choice of
activities now on offer and the chance to travel to many interesting new destinations.

But like many people approaching retirement you may be concerned about whether your
pension will provide you with enough money in your pocket to do all the things you would
like to do. This is probably of greatest importance in the early period of retirement when
you hopefully still have the benefit of good health as well as the energy and enthusiasm
for greater levels of leisure activity.

Perhaps you are about to take early retirement, whether by choice or otherwise. In this
case it may be that you will only need part of your pension now if you are working on a
part time basis. Alternatively you might need more income in the short term to meet your
remaining financial commitments, for example until you pay off your mortgage or your
children complete their full time education, or until your state pension begins.

The Intelligent Pensions Managed Retirement Account will give you the opportunity to
derive the maximum benefit from your accumulated pension entitlement. It is designed to
give you the freedom to dictate how much income you wish to take and when you wish
to receive it. In addition your retirement fund has the opportunity to continue growing
to give you the best possible return on your pension assets.

In short, the Managed Retirement Account puts you in control of your pension. This is
achieved by taking advantage of government legislation introduced to enable you to convert
your existing pension benefits into a more flexible and tax efficient form. Whether your
current arrangements are in the form of occupational pension benefits or individual
retirement plans in most cases you will be permitted to transfer your benefits before you
reach retirement.
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On reaching retirement you will normally be entitled to a tax free lump sum and a pension
which is either already fixed in advance (a 'final salary' scheme) or requires to be bought
through an insurance company annuity (a 'money purchase' scheme). Once in payment
these benefits are generally guaranteed which means they provide a secure income for
life. But this security comes at a price. It has been recognised for many years that pensions
in payment can often provide poor value for money particularly when interest rates are
low at the time the pension is due to commence. Furthermore, traditional pensions are
fixed in payment rather than flexible which means you are obliged to plan your lifestyle
around your pension rather than the other way about.

How does the Managed Retirement Account Help
The Managed Retirement Account removes the 'strait-jacket' of fixed pensions and releases
your retirement capital to continue working for you throughout your retirement. Under
this option your pension benefits are transferred into your own private tax exempt fund,
known as a 'SIPP'. During your retirement you are permitted to take income 'withdrawals'
at levels which can be varied from year to year. This gives you a high degree of control
over your income while still retaining the option to lock into a guaranteed pension at any
time, for example when the market conditions for buying annuities are favourable.

When you transfer your pension benefits into the Managed Retirement Account you will
still have the option to take a tax free lump sum of up to 25% of the fund. Alternatively
you can take part of your tax free cash at the start and defer the balance until later. Any
undrawn tax free cash will continue growing in your retirement account free of tax. This
structure provides even greater flexibility and allows you to phase your benefits over time,
drawing any combination of tax free cash and pension to achieve maximum personal tax
efficiency.

Preserving your Capital on Death
Getting a fair return for your money under normal pension arrangements depends on you
or your spouse living long enough to get back the initial capital value with a reasonable
rate of interest.  Although a traditional pension can be guaranteed to be paid out for a
minimum period even after death, the guarantee will often cover payments only for the
first five years from the date of retirement. This can still result in a substantial loss of value
if you die prematurely.

The Managed Retirement  Account on the other hand enables you to preserve much of
the capital value of your pension for your next of kin should you die prematurely. In the
event of death before 75 your spouse has the option to take a continuing pension or if
you have no surviving spouse the remaining fund goes to your beneficiaries instead.

There is no longer any requirement to buy an annuity at 75 and in certain circumstances
it may be appropriate to stay in the plan. However severe tax penalties are applied on any
fund remaining on the death of the surviving spouse except where the capital is being left
to charity.

Your Current Options at Retirement



How does the Managed Retirement Account Work?

Personal Pension Plans were introduced in 1988 to give individuals more control over their
own pension provision.  At retirement the pension income could only be obtained by
purchasing an annuity from an insurance company, and the level of the income obtained
would depend on how good (or bad) annuity rates were at that time. In recent years
annuity rates have fallen significantly with the result that anyone retiring today receives a
much lower income that if they had retired a few years earlier. This system was recognised
as being too restricted and made retirement planning something of a lottery.

Under the 1995 Finance Act the Government introduced new rules for Personal Pension
Plans to allow income to be taken (as well as tax free cash) without the necessity to
become locked into an annuity until age 75. These new 'Income Drawdown' plans were
widely regarded as the most significant breakthrough in private pension planning in decades.
A glance at the benefits explains why: -

This flexibility was further enhanced under the 2004 Finance Act, widening the withdrawal
limits and permitting drawdown to continue indefinitely instead of being forced into buying
an annuity at age 75. 'Income Drawdown' is now recognised as the natural progression for
higher value pension benefits and has become the established retirement vehicle for the
affluent.

However it is important to bear in mind that taking advantage of this flexibility means that
your benefits are no longer guaranteed, but will depend on the rate of investment return
generated on your pension fund and future changes in annuity rates. In some circumstances
the new option may not be appropriate, for example where a secure or predetermined
income is of paramount importance.

Where a guaranteed income is not immediately essential, it is nevertheless vital to ensure
that your pension capital is invested in a manner which will give at least comparable value
for money to an annuity with an appropriate degree of security especially in later years.
This means striking a balance between your short, medium and long term needs and requires
a sophisticated investment strategy which can be adapted as conditions change.
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Flexible income levels to suit your changing needs through retirement
Your retirement capital continues to grow even while you draw benefits
Your fund can be preserved in the event of premature death
You have the opportunity to buy annuities at the most favourable times



Taking Control of your Retirement Plans

Unlike fixed pensions or annuities the Managed Retirement account puts you in control
of your retirement income. Like most people your financial outgoings will change considerably
during retirement. Provided your long-term needs are adequately protected, under the
Managed Retirement Account you will have the freedom to decide how much or how little
to draw from your pension fund each year.
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Example: Partial Early Retirement
Take partial early retirement

Full retirement - increase withdrawals

Reduce withdrawals when State Pension starts

Mortgage cleared

Unforeseen outlays

Less income required in later years

60 65 70 75

Matching Withdrawals to your Needs
Following 'pensions simplification', even greater flexibility is available. For example, you can
now take instalments of tax free cash without drawing any pension income until later. This
could be helpful to avoid higher levels of tax if you are still working part time and simply
want to supplement your earnings until you take full retirement. Furthermore, after you
start drawing a pension this can be stopped at any time, for example if you had taken early
retirement but subsequently started working again. A retirement analyst will design the
most appropriate combination of benefits to suit your own particular needs.
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We believe the key to a successful retirement is a mutual understanding of objectives and
constraints. Initially we will require full information regarding your existing pension
arrangements. Individual assessments will be carried out on each of these and you will
receive a report specifying whether or not each existing benefit is suitable for transferring
or would be better left under the existing arrangement.

While this 'due diligence' process is under way we will discuss and analyse your retirement
objectives. At face to face meetings one of our analysts will walk you through your
retirement using a computer simulation showing any variations of income ‘profile’ you
might wish to consider.

Our retirement modelling system also takes into account other sources of income, such
as state pensions, investment income or spouse's pension benefits. This results in a fully
integrated cash flow analysis.

The computer simulation also allows you to try out any range of 'what if' scenarios and
immediately see the likely effects over the longer term. This will help you to visualise the
shape of your income requirements and so achieve a better understanding of what is
realistic and feasible.

Our analyst will overlay your income objectives with simulations of investment performance
reflecting a range of risk levels and varying market conditions. This ensures that you are
aware of the extent to which your objectives depend on investment returns and what
impact there would be on your benefits from adverse market conditions such as lower
than expected performance or falling annuity rates.

The analysis will also include an indication of the benefits payable in the event of premature
death as well as an indication of the anticipated outcome at age 75 taking account of
possible changes in annuity rates during the withdrawal period. Where appropriate we will
also show the effects of remaining in drawdown permanently as an alternative to buying
an annuity at 75.

Once you are comfortable with a particular benefit profile we can design the investment
strategy to suit. The analysis and proposed investment portfolio are confirmed in a
preliminary report, pending completion of the 'due diligence' assessments on your existing
arrangements. A further meeting will be arranged to reassess your requirements, giving
you the opportunity to adjust your objectives if appropriate.

Following this 'fine tuning' your retirement model is stored on our systems for future
reviews. Once a year one of our analysts will arrange to meet you to reassess your
requirements taking account of the changing value of your account and market conditions.
This enables you to keep in touch with your financial objectives in a uniquely helpful way.
Every year you will have the opportunity to test your objectives for possible changes in
your future requirements and check these are still attainable even under a downturn in
market conditions.

Your retirement model is updated before and after the annual review meeting and a review
report is issued showing the current projection of benefits as well as detailing any proposed
changes to the investment strategy.

Establishment and Management of your Account



One of the most important aspects of the Managed Retirement Account is the robustness
of the investment strategy, in particular how well it will cope with variations in economic
and investment conditions throughout your retirement. Having managed hundreds of
income drawdown portfolios since well before the turn of the century we can justifiably
claim that our underlying strategy has stood up exceptionally well to the fall in world
stock markets during this period.

Your plan will be set up in the form of a private pension fund known as a 'SIPP' which
allows access to a wide range of investments including, where appropriate, property. Two
versions are available, the full Managed Retirement Account and our popular 'low cost'
option known as the Select Managed Retirement Account. This provides links to the funds
of a range of leading investment management companies at advantageous rates with typically
no 'bid/offer' spread on units and unlimited free switching. Unless you require full SIPP
services your plan will initially be set up on the 'Select' basis.

Depending on the anticipated profile of your withdrawals a certain amount will be retained
on deposit and held in short term low risk funds to cover the first few years. This is derived
from the analysis we carry out before your plan is set up. The balance will be invested on
a 'risk graded' structure, split between a range of funds selected on a ‘best of breed’ basis
covering each of the key market sectors, from UK Corporate Bonds and Commercial
Property Funds at the lower end to Overseas Equity Funds and occasionally Emerging
Markets at the higher end of the risk spectrum.

The split between low, medium and higher risk holdings is matched to your own personal
'risk profile' based on your age, financial priorities, attitude to risk and the extent to which
you are dependent on the future income and adjusted as you progress through retirement.
Within each risk category a combination of funds is used with the emphasis on investment
diversification and negative correlation of returns. The combined effect is to lower the
effective risk and increase 'capture opportunities'.

All holdings are monitored on a quarterly basis to enable investment gains to be systematically
'harvested' throughout retirement to meet your benefits. During periods when stock
markets are growing strongly the highest gains will come from the equity funds and when
stock markets are in decline other asset classes such as property will usually provide the
best source to pay your benefits while also buying time for equity funds to recover.
Furthermore, we also exploit the variations in returns between different funds within each
category to optimise the gains captured.

The proceeds of each partial surrender are held in your high interest SIPP bank account
pending payment to your own bank. Since the resulting return on your income is achieved
by crystallising the maximum profit on units sold throughout retirement this gives an
effective performance better than any individual fund could produce on its own. This
systematic investment process has proved highly effective over many years and is what we
call the 'virtual fund' approach.
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How will my Pension Fund be Invested?



What Happens when I reach my 75th Birthday?

Planning for the final level of your pension will have started from the moment we set up
your Managed Retirement Account. Part of the initial analysis will be to assess what level
of income you think you are likely to require in your later years i.e. from age 75 onwards.
Naturally we build in an allowance for inflation. Thereafter your 'post 75' income requirement
is reviewed every year and your retirement 'model' updated accordingly. The objective is
to ensure that the most appropriate balance continues to be struck between your short,
medium and long term needs, giving you the confidence to enjoy your retirement as much
as possible with peace of mind about your future financial wellbeing.

After April 2006 there is no requirement to buy an annuity at 75 although that remains
the age at which you must activate any remaining benefits. There are certain circumstances
in which this option could be appropriate although not as a method of preserving the
pension capital for descendants as there are severe tax charges. Furthermore at age 75 the
gross yield available from annuities is far higher than the level of income that is realistically
sustainable from a continuing drawdown plan. This is due to the much higher levels of
‘mortality cross subsidy’ inherent in annuity rates at older ages.

Extended drawdown (technically known as an 'Alternatively Secured Pension') may therefore
not be feasible for many people, simply because the level of income that can be sustained
will be too low for their needs. In addition, extended drawdown carries ongoing risks,
whereas a traditional annuity provides certainty as the income is guaranteed. Provision for
a continuing guaranteed income for a spouse can be made by arranging annuities on a 'joint
life' basis.

If you think that you will wish to take advantage of the new facility then it will be necessary
to analyse whether this will be financially feasible well before age 75 as the outcome will
have a major bearing on the ongoing investment strategy. If this is not done then there is
a significant likelihood of a growing 'mismatch' between the balance of risk and your financial
objectives. This could turn out to have serious long term consequences. We therefore
expect to start looking at the financial implications even before age 70 with a view to
obtaining an indication of the likely extent to which you will 'annuitise' your benefits or
continue in drawdown after 75.

Where extended drawdown is not suitable then it will be vital to build up some protection
for your pension benefits against a fall in investment markets. This will involve selectively
switching out of equity linked investments at favourable opportunities to capture gains and
consolidate these into to lower risk investments and/or annuities. However, if extended
drawdown is feasible then this progressive switch out of equities and consolidation of risk
would not be appropriate. Instead, your portfolio will be adjusted to reflect the need to
achieve a sustainable long term income. The investment objective will then be to optimise
the performance of the plan, with a relatively stable equity exposure based on the level
of risk you are comfortable with.

Although the actual decision to stay in drawdown is not made until age 75, agreeing in
principle what will be the most likely route for you will help to ensure that the strategy
remains consistent with your objectives. Your options will continue to be reviewed with
you annually thereafter.

Intelligent Pensions



Further Information

Administration
Full administration services are provided by James Hay Pension Trustees Ltd., a subsidiary
of Abbey and now part of the Santander Group - one of the world's largest banks. The
Managed Retirement Account is a management and consultancy service provided by
Intelligent Pensions Ltd. which is authorised to provide pension advice and investment
services by the Financial Services Authority. All investments are held under trust in the
James Hay Personal Pension Plan. James Hay Pension Trustees Ltd. is the Trustee of the
plan and James Hay administers the plan in accordance with the governing Trust and Rules.
Investment Management and ALL aspects of advice are provided by Intelligent Pensions.

Charges
Full details of the costs and the basis on which these are taken are contained in the Member
Agreement, however the following schedule gives an indication of the current level of fees,
depending on whether you require access to all types of investment including property
or wish to take advantage of our low cost option (the 'Select' Managed Retirement Account):

These charges will be deducted directly from the Member's fund, subject to VAT where
appropriate.

N.B. The above fees are solely for management and administration services and do not
include dealing costs or transaction charges (including stamp duty, commission and VAT
as appropriate) in respect of investments arranged within the fund on your behalf.

* Subject to minimum charge of £250 p.a.
N.B. All charges are subject to periodic change
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Full MRA Service Select MRA Service

IP Initial Fee    1.1% subject to £2,000 min. 1.1% subject to £1,000 min

Investment Management Fee 0.275% p.a. in advance 0.275% p.a. in advance

Benefit Management Fee 0.275% p.a in advance* 0.275% p.a in advance*

JHPT Establishment Charge £290 Nil

JHPT Annual Charge  £455 p.a. in advance Nil

JHPT Transaction Charges £14 per buy, sell or switch Nil

PAYE Administration £120 p.a. Nil

Investment Options Full choice incl. property Pre-selected fund range

Intelligent Pensions Ltd. The Beacon,176 St Vincent Street, Glasgow G2 5SG

Tel 0141 249 6892   Fax 0141 249 6893   www.intelligentpensions.com
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