
This guide is for you if you have personal pensions or company money purchase pension schemes. If you 
have defined benefit (final salary) pensions or are unsure what type of arrangement you have, please 
contact us to discuss further.

BASIC GUIDE TO 
YOUR RETIREMENT INCOME OPTIONS



This basic guide will give you insights to your options at 
retirement. However, the guide is no substitute for specialist 
advice taking account of your individual circumstances and we 
encourage you to visit www.intelligentpensions.com for more 
information or call us on 0800 077 8807.

 Introduction

Your Retirement Options

Phased Retirement Strategies 

Pension Death Benefits

Further pension contributions: Annual Allowance Rules 

Risks in retirement

5
6

Key Points 7
Advice or Guidance? 8



Welcome to the Intelligent Pensions basic guide to retirement income options. 
Here we aim to simplify the options and considerations when taking your 
retirement benefits. As we’re all living longer, choosing the right retirement 
income solution for your needs has never been so important. Finding the right 
solution for you will depend on an understanding of your personal 
circumstances and objectives and how the variety of available retirement 
income solutions can be used to meet your needs.

When selecting your retirement income solution, it’s important to shop around 
for the best deal. You are not obliged to stay with your existing pension provider 
and many retirees find better deals, and more money in their pocket, by 
searching elsewhere.

We strongly encourage you to try our ‘Annuity or Not’ tool on our website. This 
will give you an indication of the best retirement income solution for your 
circumstances and help you better understand the factors at play.

 Introduction

The Intelligent Retirement Planning Service

Intelligent Pensions is the UK's leading pension and retirement planning specialist. We have 
established ourselves as a leading provider in our field and currently have over £375m of assets 
under management and have helped over 12,000 clients make the right retirement choices.

Since our launch, we have pioneered the use of computer analysis as an aid to effective 
retirement planning. This has enabled us to deliver far more tailored solutions to meet the needs 
of each individual client and has helped our clients to engage, visualise and understand their 
retirement planning strategies.

We provide comprehensive advice in all areas of retirement planning for clients with £50,000 or 
more in their pension fund(s).

Please visit www.intelligentpensions.com to try our retirement planning calculators/tools or to 
book an online consultation with one of our retirement experts. Alternatively, please call us on 
0800 077 8807 to see how we can help you make the right retirement decisions.



Most people wait until they stop work to take pension benefits but you can access your 
pension fund at any time from age 55 (rising to 57 in 2028).

You don't have to take the money when you stop working. You can leave it invested if you 
have other income – perhaps because you will still be working part time.

There are four main options (or combination of options) to consider when taking benefits 
from your pension for the first time:

Before we look at these four options in detail, you will probably be aware when you access 
your pension fund, you can normally take up to 25% as a tax-free lump sum.

 
TAX FREE CASH

PENSION FUND

25%

A highly attractive and 
tax-efficient alternative 
to taking all your 
tax-free cash is to 
adopt a 'phased' 
retirement strategy (see 
section 3).

25% Tax Free Cash looks highly attractive but it is not 
always the best decision to take this entire sum 
immediately. If you have other savings or no specific need 
for the cash, other options could be more suitable. Taking 
cash to repay debt would be a good reason for drawing on 
your tax-free cash entitlement.

Your Retirement Options

1. Flexi access drawdown

2. A lifetime annuity

3. Annuity drawdown

4. Taking one or more lump sums from 
    uncrystallised funds (known as Uncrystallised 
       Funds Pension Lump Sums (UFPLS))



2.1 Flexi-access Drawdown

Under flexi-access drawdown you can take as much income as you like from your 
pension fund at any time. Any income taken in excess of your tax-free entitlement will 
be taxed at your marginal income tax rate. (This means the pension income you 
withdraw is added to any other income you receive in the same tax year and the tax is 
calculated and deducted under PAYE based on the tax coding notice issued by HMRC 
for your drawdown plan.)

How long the pension fund lasts depends on how much income you take out – and 
how well the investments perform.

Care needs to be taken in terms of tax planning and sustainability of income. Large 
withdrawals could mean paying unnecessary tax (for example taking you into a higher 
tax bracket) and will naturally reduce the amount available to provide an income in the 
future. Conversely, taking small amounts of income could mean compromising your 
standard of living in retirement unnecessarily. 

Any money left in your pension pot when you die can be passed on to your 
dependants or chosen nominee. See section 4 for more details. 

Flexi-access drawdown requires regular monitoring and reviews to check it remains 
suitable in relation to changes in your personal circumstances, short and long term 
needs and changes in the markets.

You can buy an annuity or cash-in part or your entire flexi-access drawdown plan at 
any time in the future.
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This guide is for you if you have personal pensions or company money purchase pension schemes. If you 
have defined benefit (final salary) pensions or are unsure what type of arrangement you have, please 
contact us to discuss further.



Drawdown by its very nature requires the investor to take on some risk and 
therefore it is not a solution that will suit everyone. By taking on the required 
risks, you can benefit from more flexibility in terms of how you take your 
ongoing income, how your pension fund continues to be invested and more 
favourable death benefits.

As you get older, drawdown naturally becomes less sustainable and suitable. 
Drawdown ‘exit strategies’ should normally be considered between the ages 
of 75 and 85. This could be simply switching to a conventional annuity, or a 
flexible annuity, or more likely a phased transition over a period of years, 
taking advantage of favourable market conditions when these arise. 

If you have over £50,000 in pension funds we would recommend you take 
specialist advice on all of the available options to  find the best solution for 
your circumstances.

Who should consider flexi-access drawdown?

The Intelligent Pensions Flexi-Access 
Drawdown Service

Analyse your circumstances, income requirements and develop a 
retirement strategy
Invest your pension fund to maximise income and meet your needs
Facilitate any tax-free cash payments and set up your regular income 
Review your circumstances annually and update your strategy
Facilitate phased flexible drawdown where appropriate 
Develop a drawdown exit strategy in later retirement to suit your own 
particular needs

TALK TO US
ABOUT YOUR

OPTIONS

If flexi-access drawdown is the best solution for your retirement income, 
Intelligent Pensions will:



How conventional lifetime annuities work

To be certain your pension fund will continue to provide an income for as long as you live, 
you can use the rest of your pension pot after receiving your tax free cash to buy an 
income. This is called an annuity. You will receive a taxable income for the rest of your life.

When you die the income usually stops, although you can choose for it to carry on to your 
dependants or anyone you choose to nominate. 

 2.2 A conventional lifetime annuity

Intelligent Pensions is the UK's leading pension and retirement planning specialist. We have 
established ourselves as a leading provider in our field and currently have over £375m of assets 
under management and have helped over 12,000 clients make the right retirement choices.

Since our launch, we have pioneered the use of computer analysis as an aid to effective 
retirement planning. This has enabled us to deliver far more tailored solutions to meet the needs 
of each individual client and has helped our clients to engage, visualise and understand their 
retirement planning strategies.

We provide comprehensive advice in all areas of retirement planning for clients with £50,000 or 
more in their pension fund(s).

Please visit www.intelligentpensions.com to try our retirement planning calculators/tools or to 
book an online consultation with one of our retirement experts. Alternatively, please call us on 
0800 077 8807 to see how we can help you make the right retirement decisions.

LEVEL: You're paid the same amount every year.

INFLATION LINKED OR ESCALATING: Your income will rise in line 
with inflation or a pre-determined percentage.

There are also different types of annuity (often referred to as ‘shapes’) such as:

How lifetime annuities work

PENSION
FUND ANNUITY

INCOME INCOME INCOME

BUYS

You are paid an income from an annuity for as long as you live 
so the amount you get depends not only on the size of your 
pension pot – but also on other factors, such as your age and 
your health. It’s therefore important to inform your annuity 
provider of all health and lifestyle factors – such as high blood 
pressure, diabetes, or if you smoke – as this could make a big 
difference to the annuity income you are offered

How much you get



BASIC ANNUITY OPTIONS

Guarantee periods – where the annuity income is guaranteed to be paid for a fixed 
term in the event of death.  Guarantee periods are available up to 30 years.

Value protection – where you can choose to protect a percentage of your pension 
fund up to 100%. The lump sum payable when you die is the percentage of your 
pension fund that is protected, less the total gross income already paid to you as 
annuity income. 

See section 4 (Pension Death benefits) for more information.

Adding annuity options such as 
escalation, joint life benefits, 
guaranteed benefits and value 
protection will have the effect of 
reducing the initial income payable 
when compared to a single level 
annuity.

OTHER 
ANNUITY
OPTIONSThere are also a number of options that can be added 

to your annuity, such as:

JOINT LIFE: You can choose for someone to receive an income after you die.

ENHANCED: You may be eligible for an enhanced annuity if you smoke, ar 
overweight or suffer from an illness. Enhancements can apply to a level, escalating 
or joint life annuity.



Who should consider a conventional lifetime annuity?

The Intelligent Pensions Annuity Service

If a conventional annuity is the best solution for your retirement 
income, Intelligent Pensions will:

Conventional lifetime annuities tend to be suitable for people who don’t want to, or 
aren’t in a position to, take on further investment risk. Selecting a conventional annuity 
guarantees payment of the retirement income for the life of the contract.

It must be remembered that an annuity is normally a ‘one-way street’ and once estab-
lished, it cannot be altered to take account of your changing circumstances or require-
ments. 

Identify the right annuity shape to meet your needs 
Establish if you qualify for an enhanced annuity 
Secure you the best income in the market 
Arrange your tax free cash payment
Set up your regular annuity payments

OTHER TYPES OF ANNUITY

These are complex 
products that pay you a 
guaranteed minimum 
income but leave the 

potential for your money 
to grow by keeping part 

invested. 

These pay out for a fixed 
period, after which a lump 

sum is available to 
purchase an alternative 

retirement income 
solution.

Your money remains 
invested with the potential 
for higher future income 
although your income 
may fluctuate, up or 
down, in line with the 
performance of the 

underlying investments.

VARIABLE OR FLEXIBLE INVESTMENT LINKED FIXED TERM 



2.3 Annuity Drawdown

 The Intelligent Pensions Annuity Drawdown Service

If you wish to consider annuity drawdown, Intelligent Pensions will:

Analyse your circumstances, income requirements and develop a 
retirement strategy 
Select the most suitable balance between guaranteed and additional 
income to meet your needs
Invest your pension fund to give you the best opportunity to sustain 
or grow your non guaranteed pension income
Facilitate any tax free cash payments and set up your regular income
Review your circumstances annually and update your strategy

Annuity drawdown is a combination of drawdown and annuity, often within one plan. 
This means part of your income can be guaranteed and you have the flexibility to vary 
the balance to suit your needs. Under some plans you can also control and vary the 
amount of income paid out from your plan. You have the option to switch more or all of 
your plan to a conventional lifetime annuity at any stage in future, for example if market 
annuity rates improve, or when income security overtakes your need for income 
flexibility.

Annuity drawdown is ideal if you want to secure your ‘essential’ retirement income 
(bills, food, transport, clothing etc) at the outset of retirement and are happy to take 
some risk to achieve flexibility and potential growth with the balance of your pension 
income. 
 
While the potential benefits of annuity drawdown might be obvious, the considerations 
when choosing the split of your pension income between ‘secure’ and ‘flexible’ and 
what degree of risk you should take can be more subtle and we recommend you take 
advice to see how annuity drawdown could work for you.

Annuity drawdown will be suitable for those who don’t need complete flexibility to 
access as much or as little of their retirement pot as they want from one year to the 
next and don’t need their whole pension to be fully guaranteed for life. Investors will 
want the security of knowing a certain portion of their income is guaranteed to be paid, 
regardless of how long they should live and are also comfortable with taking on an 
element of risk with the balance of their pension.

Who should consider annuity drawdown?



2.4 Uncrystallised Funds Pension Lump Sums (UFPLS)
UFPLS is a way of taking some or all the money from your pension which has not yet 
been crystallised (i.e. is not yet in drawdown, been spent or used to buy an annuity). 

25% of each UFPLS payment will be tax free and the remaining 75% will be subject to 
income tax at your marginal rate (although initially this could be taxed more heavily 
under an ‘emergency code’ under PAYE in which case you need to reclaim any excess 
from the tax office)

Care needs to be taken in terms of tax planning and sustainability of income. Large 
withdrawals could mean paying unnecessary tax and will naturally reduce the amount 
available to provide an income in the future.

Who should consider UFPLS?

With other flexible retirement income options available, it’s likely UFPLS will only be 
suitable for a few people, for example if it’s a small pension pot and you need the 
money to clear off or reduce expensive borrowings. However, those who want to take 
some cash from their workplace pension scheme whilst remaining a member, may 
want to consider it if the scheme offers this as an option.
We recommend you seek advice before considering UFPLS.

Furthermore, it should be remembered  pensions are highly tax efficient and flexible 
under the new pension rules – it will be very difficult to find a more productive place to 
keep your money and if you are at all unsure, please seek advice before making your 
decision (visit www.pensionwise.gov.uk or call 030 0330 1001 for additional informa-
tion).

Phased retirement strategies can be highly efficient and tax effective, 
particularly where the full tax-free cash is not needed or where someone is 
gradually retiring and looking to supplement earned income with pension 
income

Phased strategies allow you to activate your pension fund in staggered phases 
and set up a series of annuities or drawdown arrangements over a period of 
time. Under this method, you can take a tax-free cash sum of up to 25% at each 
phase together with a taxable income.

Your remaining pension fund continues to be invested and benefit from a 
favourable tax environment.

Analyse your circumstances, income requirements and develop a 
retirement strategy
Invest your pension fund to maximise income and meet your needs
Facilitate any tax-free cash payments and set up your regular income 
Review your circumstances annually and update your strategy
Facilitate phased flexible drawdown where appropriate 
Develop a drawdown exit strategy in later retirement to suit your own 
particular needs

Phased Retirement Strategies 



The annual allowance restricts the maximum you can save in a pension 
and receive tax relief. The annual allowance is currently capped at £40,000 
a year.  There is a tapered annual allowance for high earners where for 
every £2 of income above £150,000 p.a., £1 of allowance will be lost to a 
maximum loss of £130,000 (i.e. a £10,000 allowance).

If you have taken flexible benefits which include income, such as an 
‘Uncrystallised Funds Pension Lump Sum (UFPLS)’ or flexi-access 
drawdown with income, and you want to continue paying contributions to 
a defined contribution pension scheme, you will have a reduced annual 
allowance of £10,000 (reducing to £4,000 - as announced in the 2016 
Autumn statement).

Please note, it is possible to take your tax free cash entitlement only from a 
flexi-access drawdown plan and still retain the full £40,000 annual 
allowance, as long as you don’t draw an income.

You can also take your annuity income (from most annuities) and retain the 
£40,000 annual allowance.

LEVEL: You're paid the same amount every year.

INFLATION LINKED OR ESCALATING: Your income will rise in line 
with inflation or a pre-determined percentage.

Death before age 75:

Any lump sum or income payment from the pension, whether from drawdown, 
annuity or from unvested plans, will be completely free of tax. There is no 
restriction on who you can nominate as a beneficiary.

Death after age 75:

Any payment from the pension (whether drawdown, annuity or unvested plans) 
will be taxed at the beneficiary’s marginal rate. Payments could be made to 
several beneficiaries, perhaps using their personal allowance or 20% tax band.

If a beneficiary subsequently dies the tax status of any remaining payments will 
depend on whether they were under or over age 75 at death: if a beneficiary who 
is receiving taxable income dies under age 75 the remaining fund would become 
tax-free to their successors.

A beneficiary can nominate anyone as their successor.

Usually, pension funds are free of any Inheritance Tax (IHT).

Further pension contributions: 
Annual Allowance Rules 5

Pension Death Benefits



The five key areas of risk that you will face in retirement are as follows:

In addition to these key risks, many people want to pass on as much of their 
pension capital as they can to their family, particularly in the event of premature 
death, having worked hard over many years to build up retirement funds.

Some retirement income options can tackle some of these risks, and other op-
tions can cover others. Using a blend of different retirement options – for ex-
ample annuities and drawdown together – may be the most effective way of ad-
dressing risks in retirement.

Annuities are highly effective at mitigating longevity risk, as they guarantee to pay 
out for your lifetime. Furthermore, if an annuity is selected with inflation index-
ation, it will also protect you against the effect of rising prices. However, an annu-
ity is currently a one-way street and does not provide flexibility, the ability to gen-
erate further investment growth. The death benefits may not be as attractive as 
other options. 

Flexi-access drawdown does not automatically mitigate any of the risks but 
instead gives the opportunity to achieve investment growth and control of your 
pension fund but you will need to actively manage the ongoing risks you will face 
in retirement.

Guarantee periods – where the annuity income is guaranteed to be paid for a fixed 
term in the event of death.  Guarantee periods are available up to 30 years.

Value protection – where you can choose to protect a percentage of your pension 
fund up to 100%. The lump sum payable when you die is the percentage of your 
pension fund that is protected, less the total gross income already paid to you as 
annuity income. 

See section 4 (Pension Death benefits) for more information.

LONGEVITY RISK: 
The risk you live longer than 
you had expected to. Most 
people tend to underestimate 
how long they will live and 
there has been an ever 
increasing life expectancy for 
people in the UK and around 
the world.

INFLATION RISK: 
Because we are all living 
longer, the effects of 
inflation can have a 
significant impact on 
retirement income and 
your standard of living in 
later life.

INVESTMENT RISK: 
To mitigate the effects of inflation, you need to 
generate ‘real’ returns, usually associated with 
equity investments. However, this must be 
tempered by the fact you may be drawing income 
from capital and in declining stock markets, this 
can have a detrimental effect on your capital.

WITHDRAWAL RISK: 
Simply the risk that you 
draw too much of your 
pension benefits too quickly 
and run out of sufficient 
income to meet your 
financial needs in later life

FLEXIBILITY RISK: 
The risk that you don’t have the 
flexibility to meet your changing 
financial requirements throughout 
your retirement e.g. helping your 
children or meeting your long term 
care needs.

6Risks in retirement



You can access your pension from age 55 but the earlier you take it the 
greater the risk that you could run out of money.

You're normally allowed to take 25% of your pension fund as a tax-free 
lump sum. You can take this in stages – you don't have to take it in one 
go.

Any amount taken in excess of your tax free cash entitlement will be 
subject to income tax at your marginal rate. Cashing in your plan in one 
go could result in you paying more tax than you need to.

If buying an annuity, make sure you shop around for the best deal and 
disclose all health and lifestyle issues to see if you qualify for an 
enhanced rate. 

If using flexi-access drawdown, care needs to be taken about suitability 
and sustainability. Can you afford to take the risk and how much income 
can you afford to take? Remember also drawdown changes throughout 
retirement and you need to regularly review it to make sure it remains 
both suitable and sustainable!

Taking specialist advice will make sure you select the best retirement 
option for your needs and circumstances.

Intelligent Pensions can help you to select the correct retirement income 
solution for your needs and maximise your long term retirement income.

Call us on 
0800 077 8807

Key Points 7

8
There are a range of options and resources to help you secure the best retire-
ment option. As specialist advisers, we would strongly advocate advice as the 
market and range of options are complex. 

Guidance and additional information can be found from Pension Wise 
(www.pensionwise.gov.uk or 030 0330 1001). Pension Wise can help by explain-
ing your retirement options, but it cannot give technical advice on the best solu-
tion for your needs. 

Be very aware of other ‘guidance’ sites or sites promoting investment opportuni-
ties. Unfortunately, pensions have become the target for scams and fraudsters 
and if not dealing with the Pension Wise site or a company regulated by the 
Financial Conduct Authority, you should exercise great care.

The FCA register can be found at www.fca.org.uk/register 

Advice or Guidance?



I was introduced to Intelligent Pensions when I was within 3 years of 
retirement. They explained all of my retirement options and using their 
computer analysis, I was able to view my options and understand what my 
financial position could be when I retired.

The service Intelligent Pensions provided was extremely useful and really 
helped me to prepare for my retirement, gave me the peace of mind that I 
would be able to do the things that I wanted to do in retirement and that my 
financial affairs were in the safe hands of a specialist company. I am now 
retired and thoroughly enjoying my retirement with the continuing support of 
Intelligent Pensions.

Steve Plunkett, Retired Chairman of Prebon Marshall Yamane 
(Global specialists in wholesale �nancial markets).



enquiries@intelligentpensions.com
www.intelligentpensions.com

Cadell House
27 Waterloo Street
Glasgow G2 6BZ

Tel 0141 226 1710 / 0800 077 8807

ANY FURTHER QUESTIONS?

DRAWDOWN? 
ANNUITY?

SOMETHING ELSE?

SHOULD I TAKE ALL
MY TAX-FREE CASH 

ENTITLEMENT?
SHOULD I CASH 
I MY PENSION?

HOW DO I
 MAKE THE RIGHT
 DECISIONS FOR 

ME AND MY FAMILY?

CAN I AFFORD 
TO RETIRE?

WHICH RETIREMENT 
INCOME SOLUTION 
IS BEST FOR ME?

SHOULD I CASH 
IN MY PENSION?

CONTACT US....


