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o,picturethe scene... You’ve
Sreached thatpointwhenitis

time to retire: it might seem
as though you have done all the
hard work in building up a pen-
sion pot, but converting this to in-
come will be the one of the most
crucial financial-planning deci-
sions of your life.

Unfortunately, many people
miss out on thousands of pounds
worth ofincome by notresearch-
ing all the options available.

How and when you take in-
come depends on your retire-
ment goals. You will probably
have high-income requirements
inyour50s,60s and perhaps early
70s. Usually in your 70s your in-
come requirement decreases
(although you may then need to
think about planning towards
long-term care costs).

Take the tax-free cash

The goldenrule tomaximising
retirement income is to take the
maximum tax-free cash (known
as pension commencement lump
sum) from your pension fund. You
do not have to take this lump sum,
butit can be very advantageous to
do so. The maximum you can take
isusually 25 per cent of the under-
lying fund value.

Retirement
income options

Whether or not you’ve reached retirement
age, you’ll need to know what your options
are to generate an income from the
pension funds that you’ve built up. In part
one of this two-part feature, Ray Prince

discusses personal pension plans

The only exception relates to
the NHS Pension Scheme and fi-
nal salary schemes. With these,
taking cash might not be such a
good deal as it could reduce your
final-salary income too much.

Once you have taken your tax-
free cash, this money is no longer
considered to be ‘pension money’.
If you want to generate income,
you can do so more effectively and
tax-efficiently ifthe funds you use
are not deemed to be ‘pension’.

You could, forexample,invest
up to £7,200 a year in an ISA to
generate a tax-free income.
Therefore, couples can invest
£14,400 jointly.

Alternatively, you could buy a
purchasedlife annuity. These are
similarto conventional annuities
but have extra tax advantages.
People don’ttend to use them be-
cause it means your capital is
committed to the annuity and
cannot be ‘reclaimed’.

A third option is to invest in
life insurance bonds. This route
allows you to take five per cent
income from your investment,
tax deferred. In effect, what you
are doing is deferring the in-
come-tax liability. If you encash
the bond after, say, 20 years

there will be a further income-
tax liability if you are a higher-
rate taxpayer. If you are a basic-
rate taxpayer, (after encashing
the bond) there will be no fur-
ther tax liability. As a higher rate
taxpayer, you need to gross up
the five per cent income with-
drawal from the bond to calcu-
late the equivalent gross return
that you would need from an al-
ternative type of investment,
such as a deposit savings ac-
count.

‘Many people
miss out on
thousands of
pounds worth of
income by not
researching all
the options
available’

Therefore, the rate you would
need is 8.33 per cent. If you don’t
wanttotake anyrisk with the bond
investmentyou can actuallyinvest
the money into a deposit account
within the bond wrapper. Do take
care which bond you decide to in-

vestin, as the depositrates fluctu-
ate between the providers of these
types of products.

Annuities

The traditional way of turn-
ing your pension pot into retire-
mentincome is to use the capital
to buy an annuity, which is an an-
nual income from an insurance
company. Annuities are one of
the oldestfinancial contracts and
date back to Roman times.

In 1811, Jane Austen in Sense
and Sensibility observed: “People
always live forever when there is
an annuity to be paid to them. An
annuity is very serious business;
itcomesoverandoverevery year,
and there is no getting rid of it”.

Once purchased, an annuity
contract cannot be changed.
There are two important ways to
boost your annuity income that
many retired people miss out on.

1. The open market option
Seven outof 10 people, accord-
ingto annuity provider Just Retire-
ment, make the mistake of buying
their annuity from the company
with which they invested their
pension. This can mean you miss
out on a huge chunk of extra re-
tirementincome.

David Cooper, group mar-
keting director of Just Retire-
ment, says failing to shop
around for the best annuity rate
might undo much of the effort
made in selecting the right fund
and pension scheme in the first
place. “With so much focus on
selecting the right fund man-
agers to add value, allowing
fundstoroll overinto an annuity
with the holding provider might
be equivalent to throwing away
additional returns of 2.5 per cent
a year over 10 years before re-
tirement”.

2. Enhanced Annuities

Annuity provider Just Retire-
ment claims seven out of 10 peo-
ple are unaware their health or
lifestyle might qualify them for
an increased annuity. If you
smoke or have a serious medical
condition you may be able to get
a higher value annuity as insur-
ers recognise these factors can
affect your life expectancy.

Just Retirement estimates up
to 40 per cent of people could re-
ceive a higher income at retire-
ment thanks to enhanced or im-
paired annuities. You don’t have
tobe a particularly heavy smoker
— 10 cigarettes a day for the past
10 years will qualify you for en-
hanced rates. [llnesses that qual-
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‘The golden rule
to maximising
retirement
income is to take
the maximum
tax-free cash
from your
pension fund’

ify for enhanced annuities in-
clude diabetes, liver impair-
ment, heart conditions and many
types of cancer, whether or not
you are in remission.

If your spouse is also on your
annuity, don’t forget to take his or
her health into consideration as
this could also improve rates.

Other annuity options

How you maximise income
from a pension fund really de-
pends on what your fund is
worth. More money means that
youmay be able totake morerisk,
and vice versa.

Anyone with the average pen-
sion pot of £30,000 to £40,000
should secure a guaranteed in-
come. Butifyour potis £100,000
or more (which many dentists
will have), you may be able to
take on additional risk to gener-
ate extra income.

Conventional annuities offer
the security of a set level of in-
come for life. There are several
options under the ‘conventional'
umbrella. For example, how of-
ten you want income and
whether to secure an income for
your spouse when you die.

Most couples choose an an-
nuity that benefits the surviving
spouse, so that when you die, an
income is paid to your survivor
for life. The higher the amount
paid,the lowerthe original annu-
ity will be.

Analternative (and addition) to
apartner’s pensionisusing a guar-
antee period. This ensures pay-
ments continue generally for five
or 10 years, even if you die within
that time. Using a guarantee pe-
riod canbe a good way of providing
for financial dependants, but will
also reduce annuity income.

Mostimportantly, you need to
choose between an income that
is fixed for life or one that rises
each year. With inflation proof-
ing, this could make a real differ-
ence to your retirement income.

Choosingan escalating annu-
ity will give you a lower starting
income than alevel annuity (one
that doesn’t increase). On the
other hand, ifyou opt forlevel in-
come, your annuity will provide
no protection from inflation.

Intuitively, most people go for
level annuities because you get a
higher initial rate of income.
Someone with a pension pot of
£100,000 would get around
£2,000 a year more from a level
annuity than from an escalating
one.An escalating annuity can be

linked to the Retail Prices Index
(RPI), in which case yourincome
will change in line with inflation.
Alternatively, you can opt for a
fixed percentage of escalation,
say three per cent a year.

An interesting study has
been carried out to find out how
long it takes for an escalating
annuity to catch up with a level
annuity. [fthe annuity increases
at three per cent a year and in-
flation is three per cent it takes
more than 30 years for the cu-

mulative payments from the in-
creasing annuity to overtake the
total payout from the level an-
nuity. However, if inflation is
one per cent higher at four per
cent per year, the break-even
point is brought forward by
nearly 10 years.

Higher-risk investment

If you can afford to take some
risk with your retirement in-
come, perhapsbecause you have
alarge pension fund, consider an

investment-linked annuity. This
gives you the opportunity to beat
inflation while keeping your in-
come at a reasonable rate. But
bear in mind that there is a risk
that if markets perform poorly
your income could drop.

The annuity is linked to a
unit-linked or with profits fund.
Youstill getaregularincome, but
the pension fund you use to buy
the annuity is invested with the
goal ofachieving a higherlevel of
income.

You are normally required to
assume a future rate of growth
forthe underlying funds. Under a
with profits annuity you have to
assume a future level of bonus
rate. The higher the selected
rate, the higher your initial in-
come will be. If investment per-
formance exceeds the assumed
rate,yourincome willincrease. If
not, your income will decrease.
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New from The Dental Directory:

Orthospace

Interproximal Reduction System

Attention Aligners Users! If you are using, or plan to use
aligners then the Orthospace Interproximal Reduction
System is for you. The Orthospace Interproximal
Reduction System makes creating the required spaces
for retainer type appliances easy and efficient.

Orthospace is a thin flexible interproximal
tool which facilitates the re-contouring of

» enamel. It also enables the reduction of
the interproximal tooth structure.

f The Orthospace is the smoothest, most
5\

—~ precise method of interproximal stripping

’ available — eliminating the need to stock a
\:- variety of stripping tools and reducing the
i amount of steps required. The system
\ / cohnects mo§t stgndarq compressed air
units. Reduction is achieved by a
S‘g& reciprocating motion of 1.6mm caused
= by the Orthospace handpiece. The flexible

diamond coated Space Files offer a safe,
efficient, a comfortable means to
interproximal reduction.

There are 7 incremental types of diamond grain with varying
thickness. Each strip is designed for a specific function
ranging from reduction to contouring to fine trimming and
finishing. The strips are double sided and flexible to provide
a natural finish and avoid a straight unsightly result. There
are ventilation holes built into each strip for low
temperature operation. Space Files will not cut or sever soft
tissue. The reduction and contouring can be achieved from
any angle desired as the strip will rotate 360°. The small
compact design of the handpiece make it possible to reach
previously difficult posterior regions.

To order, or for further information, call our dedicated
Orthodontic Team on:

01376 391 291

The Dental Directory, 6 Perry Way, Witham, Essex CM8 3SX. Tel: 01376 391100 Fax: 01376 500581 www.dental-directory.co.uk

Contains
1 x Handpiece EVA
system, 1 x Extractor,

1 x Pack of files 7 pieces,
1 x Set of wedges,

1 x Set of measuring
gauges 12 pieces,

1 x Tweezers for wedges.

OrthoSpace Kit

£595 each o0OKDo010

Buy the kit and receive
this pack of 7 files worth
£139.65 FREE! >

Trust..

The
IP ectory

for Orthodontics

*Special offer ends 30/06/09
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UCL EASTMAN DENTAL INSTITUTE

THIS ESTABLISHED CLINICAL TRAINING
PROGRAMME COMPLEMENTS THE
EASTMAN’S IMPLANT EDUCATION
PORTFOLIO WHICH INCLUDES SHORT CPD
COURSES AT AN INTRODUCTORY AND
ADVANCED LEVEL AS WELL AS A MASTER'S

AND A MENTORING PROGRAMME.

EASTMAN DENTAL INSTITUTE
DIPLOMA IN IMPLANT DENTISTRY
COMMENCING OCTOBER 2009

This challenging part-time modular Diploma programme is
ideally suited to any general dental practitioner or specialist
wishing to develop their knowledge of implant dentistry and
extend clinical skills whilst working toward a postgraduate
university qualification.

The Diploma is a structured programme of didactic study
of 48 days broken into 2 levels. The programme is held
one day per month over a period of 4 years.

Level 1: Years 1 and 2 will focus on building a sound
evidence-based knowledge of implant dentistry
and will involve patient treatment under the direct
supervision of course leaders.

Level 2: Years 3 and 4 are spent consolidating
information learnt in years 1 and 2 and further
extending the knowledge and skills base with
regard to advanced procedures such as bone
grafting and sinus lift procedures.

Programme Director: Dr Dev Patel
Programme Co-ordinator: Dr Alon Preiskel

Dr Carl Manhem
Dr Pranay Sharma

Specialist Mentors
Dr Wail Girgis

Specialist Faculty Professor Torsten Jemt

Dr Colin Cook Dr Navdeep Kumar
Dr Ulpee Darbar Dr Ailbhe McDonald
Dr Dina Dedi Dr Basil Mizrahi

Dr Derrick Setchell
Dr Richard Tucker

Professor Nikolaos Donos
Dr Mark Haswell

DT/APRIL/IMP
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A combined strategy

Those who are concerned
about inflation but don’t like the
idea of escalating annuities
mightconsidersplitting their pot
to buy some level and some in-
creasing annuities, plus perhaps
an investment-linked annuity.

Ifyou have enough money in
your pot you could buy a level

Teaching will include interactive lectures, seminars,
hands-on procedures and live surgery as well as

supervised clinical treatment.

Didactic aspects of the programme will be provided by

‘Illnesses that qualify for enhanced
annuities include diabetes, liver
impairment, heart conditions and
many types of cancer’

guaranteed annuity income of
say £10,000 plus an RPI-linked
income of £6,000, which will in-
crease in payment. Use the rest
to buy a unit-linked annuity,
which will give you an income

an experienced multidisciplinary team of GDC registered
specialists and will include invited international speakers.

During the programme, participants will compile a clinical
portfolio and carry out written assignments, all of which
contribute toward continuous assessment.

Please note that this is a limited attendance course and
acceptance will be through competitive entry. Closing date
for applications 18th September 2009.

Course Fees: approx £24,000 over 4 years (tbc)

For further information or to register, please contact
Dawn Mifsud, Implant Course Administrator

UCL Eastman CPD
123 Gray’s Inn Road
London WC1X 8WD

tel: +44 (0)20 7905 1261 fax: +44 (0)20 7905 1267
e-mail: d.mifsud@eastman.ucl.ac.uk
web: www.eastman.ucl.ac.uk/cpd

Programme is approved by the Faculty of General Dental
Practice (UK) for accreditation towards its Career Pathway.

CONTINUING
PROFESSIONAL
DEVELOPMENT

eastman

that fluctuates. You won’t be
able to do this if you have a pen-
sion fund of £30,000 to £40,000,
but with £100,000 or more it
could make sense to splitit.

The key point

It goes without saying, make
sure you conduct research into
all your options when you take
your retirement income from a
personal pension (or ‘old’
FSAVC) pot. Asyou can see, there
are various combinations when
purchasing an annuity so choose
from all the providers in the
market and you should end up
with the bestdeal available atthe
time.

Take some action

Whether you purchase an
annuity direct from a provider
or through a registered finan-
cial adviser, you will end up
with the same level of income.
The typical commission paid to
an adviser is one per cent of the
total purchase price. If you pur-
chase direct, the provider sim-
ply keeps the commission that
they would have paid to the ad-
viser.

If you want to do your own
research, utilise the many serv-
ices available online to see
which provider is offering the
best income. Then use an ad-
viser to organise all the paper-
work for you and to double-
check that you've definitely got
the bestrate.

Free audio CD

To learn more about your re-
tirement planning options, you
can request a free copy of one of
Rutherford Wilkinson’s Audio
CDs: ‘How To Avoid The Three
Most Common Retirement Plan-
ning Mistakes’. Just call Cather-
ine Loweson 01912173340 and a
copy will be posted to you (please
quote ref: DT).
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