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This session covers a range of current pensions hot topics, from the latest views on 

potential pension tax relief reform and any possible drivers for change to the state 

pension, to the latest Pensions Freedoms statistics and customer behaviours, and 

finally The FCA Consumer Duty in the news.

By the end of this session, you’ll be able to explain:

Current saving behaviours and drivers for pension tax relief 

and state pension reform

The latest retirement income statistics and customer 

behaviours

FCA Consumer Duty in the news
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PENSIONS TAX RELIEF
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TAX RELIEF – VIEWS FROM THE FLOOR

Baroness Altmann

https://publications.parliament.uk/pa/cm201719/cm

select/cmtreasy/565/56508.htm

Tax relief is poorly understood and poorly targeted … If you 

wanted to encourage lots of taxpayer spending to incentivise 

saving, the people you would normally most want to 

incentivise are those who have least ability to save. 

The way tax relief works, of course, gives most incentive to 

those who are at the top end. I have done research in the past 

on this and most people do not have a clue how much money 

they get from tax relief, what it is worth to them and what it 

even means. Indeed, in some cases, those people who have 

no financial education at all, when they hear “tax relief”, think 

it is some kind of tax and not a good thing but a bad thing. 

The 20% tax relief is equivalent to a 25% bonus from the 

Government—free money
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WHO RECEIVES PENSION TAX RELIEF?

Source:https://researchbriefings.files.parliament.uk/docum

ents/CBP-7505/CBP-7505.pdf

According to data from HMRC in 2019/20: 

• People with annual incomes over £50,000 accounted 

for 14.4% of income taxpayers, but 41% of private 

pension contributions attracting tax relief.

• The 1.4% of income taxpayers with incomes of 

£150,000 and above, accounted for 7% pension 

contributions attracting tax relief.

• The 30% of people earning less than £20,000 account 

for 9% of tax relief on personal pension contributions.
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TAX RELIEF BY INCOME DISTRIBUTION

Source:https://researchbriefings.files.parliament.uk/docum

ents/CBP-7505/CBP-7505.pdf
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PENSIONS TAX RELIEF: AWARENESS, UNDERSTANDING 

AND SAVING BEHAVIOURS

Source:https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file

/1068177/Pension_tax_relief_-_awareness__understanding__saving_behaviours.pdf

The Government’s contribution to 

people’s pension pots through tax relief 

is not widely understood, particularly 

relative to other aspects of the pension 

system.

While nine in ten adults (90%) correctly 

believe that employers contribute to 

workplace pensions alongside 

employees, just four in ten (41%) 

think the Government contributes 

through tax relief.
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PENSIONS TAX RELIEF: AWARENESS, UNDERSTANDING 

AND SAVING BEHAVIOURS

Source:https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file

/1068177/Pension_tax_relief_-_awareness__understanding__saving_behaviours.pdf

• Four in ten (41%) adults aged 16–55 correctly believe that 

the Government tops up people’s pension contributions 

through tax relief. A quarter (26%) think the Government 

provides no top-up, and a third (33%) do not know.

• Among those with pension savings who are aware of 

pension tax relief, six in ten (57%) consider it to have been 

an important factor in their decision to invest in a pension.

• Among those currently unaware of pension tax relief, two-

thirds (66%) say they would be encouraged, at least by a 

little, to start or increase their pension saving if they heard 

that pension contributions were tax-free.

• Improving awareness of the Government top-up may 

encourage more people to save into a pension.



Classification: Public

PENSIONS TAX RELIEF: AWARENESS, UNDERSTANDING 

AND SAVING BEHAVIOURS

Source:https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file

/1068177/Pension_tax_relief_-_awareness__understanding__saving_behaviours.pdf

“It could be suggested that people are aligning their responses with the level of employer contributions 

they receive (since awareness of the employer contribution tends to be higher). However, the survey 

finds no evidence of this, with no significant correlation between the percentage of employer contribution 

people say they receive and the percentage of Government top-up they think they have received. In 

other words, the Government contribution is generally considered to be a low number, regardless of the 

other numbers that feature in people’s pension arrangements.”
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CONCLUSIONS

Source:https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file

/1068177/Pension_tax_relief_-_awareness__understanding__saving_behaviours.pdf

• Improving awareness of the existence and level of the 

existing Government contribution could itself help to 

increase how much people save into pensions.

• People ultimately want to better link the amount they save 

to what they will receive in retirement. Changes to 

pension tax relief made in isolation, or even simple   

awareness raising to help people understand the existing  

system, may not necessarily make this relationship between  

contributions and retirement income clearer. 

• Under any system, some people are still likely to think that 

pension tax relief is complicated. This is particularly when 

compared to other elements of the pension system that are

more widely recognised and better understood, such 

as the employer contribution to workplace pensions.



PENSIONS TAX RELIEF STATISTICS
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HMRC PENSIONS STATISTICS – TAX RELIEF

Sourcehttps://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-

statistics/private-pension-statistics-commentary-september-2022
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HMRC PENSIONS STATISTICS – COST OF RELIEF

Source:https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-

statistics/private-pension-statistics-commentary-september-2022
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HMRC PENSIONS STATISTICS – TAX CHARGES

Source:https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-

statistics/private-pension-statistics-commentary-september-2022

*Note: SA - Self Assessment Returns and AFT - Accounting For 

Tax Returns
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TAX CHARGES – ANNUAL ALLOWANCE

Source:https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-statistics/private-pension-statistics-commentary-september-2022
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HMRC PENSIONS STATISTICS – TAX CHARGES

Source:https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-

statistics/private-pension-statistics-commentary-september-2022

*Note: LTA – Lifetime Allowance
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TAX CHARGES – LIFETIME ALLOWANCE

Source:https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-statistics/private-pension-statistics-commentary-september-2022
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LTA RECAP

Source: https://www.pensionsage.com/pa/Spring-Budget-2021-LTA-frozen-until-April-2026.php



POSSIBLE FUTURE

DIRECTION OF TRAVEL
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PROPOSALS FOR TAX RELIEF REFORM

Source: https://researchbriefings.files.parliament.uk/documents/CBP-7505/CBP-7505.pdf

How are pensions taxed in the UK?

In the UK, private pension saving is taxed on 

an “Exempt, Exempt, Taxed” 

model. This means:

• When people and their employers pay into a 

pension the contributions are exempt from 

taxation. Both the saver and any contributing 

employer receive tax relief, up to set limits.

• If the pension savings grow through 

investments this is exempt from 

taxation.

• When the savings are withdrawn as pension 

payments these are taxed like other income. 

People are allowed access up to 25% of their 

pension savings tax free.
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OPTIONS FOR TAX RELIEF REFORM

Source: https://researchbriefings.files.parliament.uk/documents/CBP-7505/CBP-7505.pdf

Two allowances or one?

• There have been questions about whether both an annual and lifetime 

allowance are needed when they both have the same aim, to limit the amount 

of tax relief someone can receive. 

• In July 2018, the Treasury Committee recommended that “the Government 

should give serious consideration to replacing the lifetime allowance with a 

lower annual allowance, introducing a flat rate of relief, and promoting 

understanding of tax relief as a bonus or additional contribution.” 

In response, the Government said that “no consensus” for reform had emerged

since it consulted on the issue in 2015. 
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OPTIONS FOR TAX RELIEF REFORM

Source: https://researchbriefings.files.parliament.uk/documents/CBP-7505/CBP-7505.pdf

A single rate of pensions tax relief

• One option for reform is a single rate of tax relief, rather than relief 

being given at someone’s marginal rate of tax. Those in favour of a 

single rate of pensions tax relief often argue that it would be fairer for 

all taxpayers to receive the same rate of relief. Under the current 

system higher rate income taxpayers receive a higher rate of pensions 

tax relief. Those opposed to a single rate of tax relief argue that it 

would be expensive to administer, unfair and inappropriately distort 

behaviour.
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OPTIONS FOR TAX RELIEF REFORM

Source: https://researchbriefings.files.parliament.uk/documents/CBP-7505/CBP-7505.pdf

Taxing pension contributions

• In the UK, private pension saving is taxed on an “exempt, exempt, 

taxed” model (EET). This means that tax is not paid on contributions 

and investment growth, but tax is paid when savings are used to make 

pension payments. A different approach which has been considered is 

a “taxed, exempt, exempt” model (TEE). In this system contributions 

are taxed like other salary and no tax is paid on investment growth and 

payments from savings.

• Those in favour have said that the current system is expensive. 

Opponents however have argued that the transition to a new system 

would be complex and taxing contributions would disincentivise 

pension saving.



Classification: Public

OPTIONS FOR TAX RELIEF REFORM

Source: https://researchbriefings.files.parliament.uk/documents/CBP-7505/CBP-7505.pdf

Limiting tax-free lump sums

• People are allowed to receive up to 25% of their pension savings as a 

tax free lump sum when they access their pension. Whether this is 

possible in a particular case will depend on the rules of the specific 

pension scheme. Several bodies have suggested that the amount 

which can be withdrawn tax free should be capped at a level below 

25% of the lifetime allowance.



CONSUMER DUTY AND INDUSTRY REACTION
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CONSUMER DUTY

Source: https://www.fca.org.uk/publication/finalised-guidance/fg22-5.pdf

“We are issuing this Guidance 

under section 139A of the 

Financial Services and 

Markets 

Act 2000. It provides further 

guidance to firms on how they 

should comply with their 

obligations under the new 

Consumer Duty as set out in 

Principle 12.”
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ADVISORS ARE DISTRIBUTORS, SO WILL NEED TO COMPLY WITH 

THE RULES APPLICABLE TO DISTRIBUTORS
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THE INDUSTRY REACTS

Source: https://www.moneymarketing.co.uk/news/industry-reacts-to-the-fcas-consumer-duty-announcement/
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THE INDUSTRY REACTS

Source: https://www.moneymarketing.co.uk/news/industry-reacts-to-the-fcas-consumer-duty-announcement/

“There is some work here to 

understand how advisers 

and planners will collate the 

data that’s necessary to 

show they are Consumer 

Duty compliant, as well as a 

wider question for the 

industry about how to identify 

‘foreseeable harm’.”
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INDUSTRY REACTION – DB ADVICE

Source: https://www.moneymarketing.co.uk/opinion/consumer-duty-defined-benefit-transfers/
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INDUSTRY REACTION – DB ADVICE

Source: https://www.moneymarketing.co.uk/opinion/consumer-duty-defined-benefit-transfers/
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INDUSTRY REACTION – DB ADVICE

Source: https://www.moneymarketing.co.uk/opinion/consumer-duty-defined-benefit-transfers/
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PENSIONS FREEDOM AND CHOICE 
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PENSION FREEDOMS – WHAT COULD POSSIBLY GO WRONG?

Source https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-statistics/private-pension-

statistics-commentary-september-2022
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PENSION FREEDOMS – WHAT COULD POSSIBLY GO WRONG?

Source: https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-statistics/private-pension-statistics-

commentary-september-2022
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RETIREMENT INCOME MARKET DATA
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RETIREMENT INCOME MARKET DATA STUDY

Source: https://www.fca.org.uk/data/retirement-income-

market-data-2021-22
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THE HEADLINES

Source: 

https://www.fca.org.uk/data/retirement-

income-market-data-2021-22

• TOTAL NUMBER OF PENSION PLANS ACCESSED FOR THE FIRST TIME IN 2021/22 

INCREASED BY 18% TO 705,666 COMPARED TO 2020/21 (596,080).

• ALL PRODUCTS SAW AN INCREASE IN 2021/22.  UNCRYSTALLISED FUNDS 

PENSION LUMP SUMS (UFPLS) SAW THE BIGGEST INCREASE OF 28% FROM 

28,305 IN 2020/21 TO 36,274 IN 2021/22.

• DRAWDOWNS ALSO SAW AN INCREASE OF 24% FROM 165,988 IN 2020/21 TO

205,641 IN 2021/22.

• SALES OF ANNUITIES ROSE IN 2021/22 BY 13% (60,383 IN 2020/21 TO 68,514 IN 

2021/22).

• THE OVERALL VALUE OF MONEY BEING WITHDRAWN FROM PENSION POTS 

ROSE TO £45,638M IN 2021/22 FROM £37,432M IN 2020/21. AN INCREASE OF 22%.

• 40% OF REGULAR WITHDRAWALS WERE WITHDRAWN AT AN ANNUAL RATE OF 

OVER 8% OF THE POT VALUE (43% IN 2020/21).

• 33.4% OF PLANS ACCESSED FOR THE FIRST TIME IN 2021/22 WERE ACCESSED 

BY PLAN HOLDERS WHO TOOK REGULATED ADVICE (UP FROM 32.7% IN 2020/21).

• THE NUMBER OF DB TO DC TRANSFERS CONTINUED TO FALL FROM 30,596 IN 

2020/21 TO 26,619 IN 2021/22.
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ACCESS METHOD BY POT SIZE

Source: 

https://www.fca.org.uk/data/retirement-

income-market-data-2021-22
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WITHDRAWAL RATES BY POT SIZE

Source 

https://www.fca.org.uk/data/retirement-

income-market-data-2021-22
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FCA SCRUTINY

Source: https://www.ftadviser.com/regulation/2020/02/14/fca-starts-suitability-

crackdown-with-letters-to-advisers/

The letters ask advisers to provide data on 

their clients who are receiving income in 

retirement, specifically: the advice given, 

how the client was receiving income, 

what ongoing advice was being 

provided and what fees were charged.

The sharp focus on retirement income 

advice suggests the FCA is moving its 

beady eye away from the defined benefit 

transfer market and towards the potential 

conflict of interest created in retirement 

income advice, experts have warned.



Scottish Widows Retirement Account

(APPROXIMATE PRESENTATION DURATION – 45 Minutes)

This session covers a range of current pensions hot topics, from the latest views on 

potential pension tax relief reform and any possible drivers for change to the state 

pension, to the latest Pensions Freedoms statistics and customer behaviours, and 

finally The FCA Consumer Duty in the news.

By the end of this session, you’ll be able to explain:

Current saving behaviours and drivers for pension tax relief 

and state pension reform

The latest retirement income statistics and customer 

behaviours

FCA Consumer Duty in the news
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Servicing

support
• Dedicated financial adviser 

telephone number:

0800 096 4364

• www.scottishwidows.co.uk

Digital and

Social Media 

Presence
Scottish Widows LinkedIn

@SWidowsAdviser

Technical 

Support

& Expertise
TechTalk & CPD articles

& courses

Thought

Leadership
Pension Seminars

Pensions Awareness Day

SUPPORT FOR YOUR BUSINESS

https://www.linkedin.com/company/165886
https://www.twitter.com/SWidowsAdviser
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