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(Draft) Taxation of Pensions Bill

BILL

Make provision in connection with the taxation of pensions.

1 Provision for pension flexibility etc

The Schedule has effect. In the Schedule —

Part 1 contains provision about flexibly accessg cer®in drawdown

funds,
Part 2 contains provision about removing
annuities to which individuals befggmédg
Part 3 contains provision about aut '
made through a drawdown fun
Part 4 contains provision about cha
cases where an individual has fle

pin restrictions relating to
Y on or after 6 April 2015,

gOff pension payments not

e annual allowance charge, in
ly accessed pension rights, on

inputs in respect of money grchase arrangements (and some hybrid
arrangements) scffar as th& exceed £10,000 in a tax year, and

Part 5 contains fu provision in connection with the taxation of
pensions.
2 Citation, interpret d consequential amendments
(1) This Ac‘t may b&ei the Taxation of Pensions Act 2014.

(2) Inthis A

(a)gmiy ollowed by a year, means the Finance Act of that year, and
« 2003” means the Income Tax (Earnings and Pensions) Act 2003.
3) e missioners for Her Majesty’s Customs and Excise may by regulations
ak®such amendments of Part 4 of FA 2004, or Part 9 of ITEPA 2003, as the

issioners consider appropriate in consequence of this Act.

For the purposes of section 282 of FA 2004 and section 1014 of the Income Tax
Act 2007 (orders and regulations), the power under subsection (3) of this
section is treated as a power under Part 4 of FA 2004 (so that section 282, and
not section 1014, applies in relation to regulations made under subsection (3)).
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SCHEDULE Section 1
PENSION FLEXIBILITY ETC
PART 1

DRAWDOWN PENSIONS

Annual cap on pension drawdown abolished for flexi-access drawdown funds

1

Flexj-

on drawdown pension) after “in each drawdown pension year” InSgt “from,

In section 165(1) of FA 2004 (the pension rules) in pension rule &wal cap
D " the

or under a short-term annuity purchased using sums or ;
member’s drawdown pension fund”.

In paragraph 8(1A) of Schedule 28 to FA 2004 an ‘member’s
drawdown pension fund”: funds designated as avaigle foMdrawdown) —
(@) in the opening words omit “they”,
(b) in paragraph (a) for “have been degy

“they have, at any time before
(c) before the “or” at the end of p3
“(aa) theyhave,a
designated u¥
the payment of dfawdown pension, and —
() fns or assets held for the purposes of the
rrangement have, at any time before 6
April 2015, been designated under the
arrangement as so available, and
section 165(3A) did not apply to the
arrangement immediately before 6 April
2015,”, and

the beginning insert “they”, and
or “sums or assets which have been so designated or”

)
\ substitute “member-designated funds under paragraph (a) or

(aa) or from sums or assets”.

cess down funds

n Schedule 28 to FA 2004 after paragraph 8 insert—

“Member’s flexi-access drawdown fund

8A (1) For the purposes of this Part the member’s flexi-access drawdown
fund in respect of an arrangement consists of such of the sums or
assets held for the purposes of the arrangement as are newly-
designated funds.
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(2) For the purposes of this Part sums or assets held for the purposes
of an arrangement are newly-designated funds if —
(@) they—
(i) have, at any time on or after 6 April 2015, been

designated under the arrangement as available for
the payment of drawdown pension, and

(if) are not member-designated funds, or

(b) they were member-designated funds immediately before 6
April 2015 and section 165(3A) applied to the arrangem
at that time, or

(c) they have become newly-designated funds byWghe
operation of paragraph 8B or 8C, or

(d) they arise, or (directly or indirectly) derive, newly-
designated funds under paragraph (a), ( C rom
sums or assets which so arise or derive.

(3) Any sums or assets that become newly-d t ds under
sub-paragraph (2)(b) cease to be memb§gdes¥gated funds as
from the start of 6 April 2015.

Conversion of certain drawdown pension funds in@ccess drawdown funds

8B (1) Sub-paragraph (2) applies i
(@) a member’s draw sion fund in respect of an
arrangement came i g before 6 April 2015,

(b) section 165(3A) did not apply to the arrangement
immediately bg##re 6 April 2015, and

(Mye on or after 6 April 2015, a payment —
income withdrawal from the fund, or
short-term annuity purchased using sums or

v ts out of the fund,
@e that (apart from sub-paragraph (2)) would breach

* ms and assets that make up the fund immediately before
he "Wayment is made become newly-designated funds
ediately before the payment is made (so that the payment is

ade out of the member’s flexi-access drawdown fund in respect

of the arrangement and therefore is not part of the total capped by
0 pension rule 5).
3)

For the purposes of sub-paragraph (1)(c), a payment of drawdown
pension in respect of an arrangement is one that would breach the
cap if, when its amount is added to the amounts of any drawdown
pension in respect of the arrangement —

(@) paid—
(i) before it is made, but

(ii) in the same drawdown pension year in respect of
the arrangement, or

(b) paid at the time it is made,

the total is greater than the cap set by pension rule 5 for that
drawdown pension year.

8C (1) Sub-paragraph (2) applies if —
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(@) a member’s drawdown pension fund in respect of an
arrangement came into being before 6 April 2015,

(b) section 165(3A) did not apply to the arrangement
immediately before 6 April 2015, and

(c) the member notifies the scheme administrator that the
member wishes the fund to become the member’s flexi- @

access drawdown fund in respect of the arrangement.

(2) At—
(@) the time the scheme administrator accepts the notificatio

or
(b) the start of 6 April 2015 if that is later,

the sums and assets that then make up that fund bec@gne newly-

designated funds, if they have not previously dgne W by the
operation of paragraph 8B.”

4 In Schedule 28 to FA 2004 after paragraph 22 insert—

“Dependant’s flexi-access drawdown fund

g t’s flexi-access drawdown
B s of such of the sums or
N, agfingement as are newly-
or assets held for the purposes
esignated dependant funds if —

22A (1) For the purposes of this Part a dep
fund in respect of an arran
assets held for the purpose
designated dependant fun

(2) For the purposes of this Par
of an arrangement are newly-
(@) they—
@i ave, at any time on or after 6 April 2015, been
ignated under the arrangement as available for
ayment of dependants’ drawdown pension,

are not dependant-designated funds, or

4'& were dependant-designated funds immediately
¢ perore 6 April 2015 and section 167(2A) applied to the

arrangement at that time, or

(c) they have become newly-designated dependant funds by
the operation of paragraph 22B or 22C, or

(d) they arise, or (directly or indirectly) derive, from newly-
designated dependant funds under paragraph (a), (b) or

(c) or from sums or assets which so arise or derive.
(3) Any sums or assets that become newly-designated dependant

funds under sub-paragraph (2)(b) cease to be dependant-
designated funds as from the start of 6 April 2015.

Conversion of certain dependants’ drawdown funds into flexi-access drawdown funds

22B (1) Sub-paragraph (2) applies if —
(@) a dependant’s drawdown pension fund in respect of an
arrangement came into being before 6 April 2015,

(b) section 167(2A) did not apply to the arrangement
immediately before 6 April 2015, and

(c) ata time on or after 6 April 2015, a payment —
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(i) of dependants’ income withdrawal from the fund,
or

(i) of a dependants’ short-term annuity purchased
using sums or assets out of the fund,

is made that (apart from sub-paragraph (2)) would breach
the cap.

(2) The sums and assets that make up the fund immediately before
the payment is made become newly-designated dependant funds
immediately before the payment is made (so that the payment

made out of the dependant’s flexi-access drawdown f in
respect of the arrangement and therefore is not part of the 1
capped by pension death benefit rule 4).

(3) For the purposes of sub-paragraph (1)(c), t of
dependants’ drawdown pension in respect of a Mgerent is
one that would breach the cap if, when its amou %t ed to the
amounts of any dependants’ drawdown p PHect of the
arrangement —

(@) paid—
(i) beforeitis made, b
(ii) in the same gaw nsion year in respect of

the arrangemoX
(b) paid at the timeiiti N
the total is greater than the § %
for that drawdown pension yc#®
22C (1) Sub-paragraph (2) apﬁs if—
dant’s drawdown pension fund in respect of an

nt came into being before 6 April 2015,

2A) did not apply to the arrangement
y before 6 April 2015, and
pendant notifies the scheme administrator that the
dant wishes the fund to become the dependant’s
exi-access drawdown fund in respect of the arrangement.

pension death benefit rule 4

t—
Na) the time the scheme administrator accepts the notification,

the start of 6 April 2015 if that is later,

the sums and assets that then make up that fund become newly-
designated dependant funds, if they have not previously done so
by the operation of paragraph 22B.”

urmer drawdown amendments

a1

FA 2004 is amended as follows.

(o)

In section 167(1) (the pension death benefit rules) in pension death benefit
rule 4 (annual cap on dependants’ drawdown pension) after “in each
drawdown pension year” insert “from, or under a dependants’ short-term
annuity purchased using sums or assets out of, the dependant’s drawdown
pension fund”.

7 In section 168(1), in the lump sum death benefit rule, after paragraph (e)

<
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10

11

insert—
“(ea) aflexi-access drawdown fund lump sum death benefit,”.

In section 169(1D) (regulations about transfers of drawdown funds) after
paragraph (a) insert “or
(@aa) a member’s flexi-access drawdown fund or dependant’s
flexi-access drawdown fund,”.

In section 172B(2) (rights of a “relevant member”) —
(@) omit the “or” at the end of paragraph (aa), and
(b) after paragraph (b) insert *, or
(c) rights representing the member’s flexi-ac®ygs

drawdown fund or dependant’s xi-acce
drawdown fund in respect of an arrang t under

the pension scheme.”
In section 172B(7A) (section does not apply to certainind %
after “dependant’s drawdown pension fund” (in L
dependant’s flexi-access drawdown fund”.

In rights)
insert “or

In section 182(3) (value of arrangement for purposes of Mprrowing limits) —
(a) after paragraph (a) insert—
“(aa) the amount of s s and the market value
of such of the esent the member’s flexi-

access drawdo (if any),”, and

(b) in paragraph (b) after “dep€ > drawdown pension funds”
insert “or dependants’ flexi-access drawdown funds”.

In section 182(5) (deteggnining ®hether rights are uncrystallised) after “the
person’s drawdown ion fund” insert “or the person’s flexi-access
drawdown fund”.

In section 206(1 hich trigger special lump sum death benefits
charge
omit > ¥ the end of paragraph (b), and
bb agraph (c) insert
\ a flexi-access drawdown fund lump sum death
benefit,”

ectl 211 Value of crystallised rights for purposes of section 210)
aragraph (b) insert “, and

(c) the aggregate of the amount of the sums, and the market
value of the assets, representing the member’s flexi-access
drawdown fund in respect of the arrangement on that date (if

any).”

In section 212(2) (rights which are not uncrystallised) after “the member’s
drawdown pension fund” insert “or the member’s flexi-access drawdown
fund”.

In section 216(1) (benefit crystallisation events and amounts crystallised), in
column 2 of the entry in the table for benefit crystallisation event 5A, after
“representing the individual’s drawdown pension fund under the
arrangement” insert “(if any), plus the aggregate of the amount of the sums
and the market value of the assets representing the individual’s flexi-access
drawdown fund under the arrangement (if any),”.
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17

18

19

20

21

In section 273A(1) (regulations about certain payments by insurance
companies) —
(@) omit the “or” at the end of paragraph (b), and
(b) after paragraph (c) insert “or
(d) a flexi-access drawdown fund lump sum death
benefit,”.

In section 280(2) (index of defined expressions) at the appropriate places
insert—

“dependant’s flexi-access  paragraph 22A of Schedule 28"
drawdown fund

“flexi-access drawdown fund  paragraph 17A of Sched
lump sum death benefit

“member’s flexi-access  paragraph 8A of S
drawdown fund

In paragraph 7 of Schedule 28 (meaning of “jggge withdrawal”) at the end
insert “or from the member’s flexi-acggss ¢ @ n fund in respect of an

arrangement”.

@ pg of “dependants’ income
withdrawal”) at the end insert “orQggod¥ the dependant’s flexi-access
drawdown fund in respect of an arrangement”.

chedul&% (meaning of “dependant’s drawdown
ionated as available for dependants’ drawdown

In paragraph 21 of Schedule 28

In paragraph 22(2) o
pension fund”: funds §
pension) —
(@) in the openin
(b) in paragf®

dmit “they”,

“have been designated at any time” substitute
y time before 6 April 2015, been designated”,

at the end of paragraph (a) insert—

“(aa) they have, at any time on or after 6 April 2015, been
designated under the arrangement as available for

April 2015, been designated under the
arrangement as so available, and
(ii) section 167(2A) did not apply to the

arrangement immediately before 6 April
2015,”, and

\ the payment of dependants’ drawdown pension to
the dependant, and —
(i) sums or assets held for the purposes of the
0 arrangement have, at any time before 6

(d) in paragraph (b)—
(i) atthe beginning insert “they”, and
(ii) for “sums or assets which have been so designated or”
substitute “dependant-designated funds under paragraph (a)
or (aa) or from sums or assets”.
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22 In paragraph 3(5)(a) and (8)(a) of Schedule 29 (deductions when calculating
“applicable amount”) after “of the member’s drawdown pension fund”
insert “or of the member’s flexi-access drawdown fund”.

23 In paragraph 17 of Schedule 29 (meaning of “drawdown pension fund lump

sum death benefit”) —
(@) in sub-paragraph (1)(a) for “under” substitute “to be paid from the @
member’s drawdown pension fund in respect of”, and
(b) in sub-paragraph (2)(c) after “at the date of the dependant’s death” 6
insert “to be paid from the dependant’s drawdown pension fund’

24 In Schedule 29 after paragraph 17 insert—
“Flexi-access drawdown fund lump sum death benefit

17A (1) For the purposes of this Part a lump sum death is & tlexi-
access drawdown fund lump sum death benefit

(@) it is paid in respect of income wi v which the

member was entitled to be paid f theQpember’s flexi-

access drawdown fund in respect of rrangement at the

date of the member’s death,

(b) itisnot a charity lu

benefit.

(2) A lump sum death benefit j -access drawdown fund

lump sum death benefit if
(@) itispaid on the deat ependant of the member,
(b) itis paid in respect of dependant’s income withdrawal to
which the depgfflant was at the date of the dependant’s
gntitled To be paid from the dependant’s flexi-access
fund in respect of an arrangement relating to
and

arity lump sum death benefit.

©)

(3) Buji unt of a lump sum falling within sub-paragraph (1)
or s the permitted maximum, the excess is not a flexi-
Y cos drawdown fund lump sum death benefit.

( he

rmitted maximum is the aggregate of —

i
a) the amount of the sums, and
(b) the market value of the assets,
representing the member’s or dependant’s flexi-access drawdown
< ’ fund in respect of the arrangement immediately before the
payment is made.”
In paragraph 18 of Schedule 29 (meaning of “charity lump sum death
benefit”) —
(@) in sub-paragraph (1)(c) after “in respect of an arrangement” insert
“,or in respect of the member’s flexi-access drawdown fund in
respect of an arrangement,”,
(b) in sub-paragraph (2)(d) after “dependant’s drawdown pension
fund” insert *, or the dependant’s flexi-access drawdown fund,”, and
(c) in sub-paragraph (4) after “drawdown pension fund” insert *, or
flexi-access drawdown fund,”.
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26 In paragraph 4(1) of Schedule 32 (supplementary provision about benefit
crystallisation event 4) at the end insert “or flexi-access drawdown fund”.

27 In paragraph 17(2) of Schedule 32 (supplementary provision about benefit
crystallisation event 8) after “the individual’s drawdown pension fund”
insert “or flexi-access drawdown fund”.

28 (1) In paragraph 20(4) of Schedule 36 (lifetime allowance: deemed
crystallisation: value of rights to pre-5 April 2006 drawdown pensions) as
amended by Part 6 of this Schedule —

(@) in paragraph (b) (arrangements where section 165(3A) of FA 20
applies) for “applies” substitute “applied at any time before 6pril
2015, and

(b) after paragraph (b) insert “, or

(c) in the case of an arrangement to

by the operation of paragraph
28, 80% of the maximgaa amouitt that could have
been paid in accord; Ath pension rule 5 in the
drawdown pe which the conversion
occurs had no g appened in that year by
the operation of paragraphs 8B and 8C of
Schedule 28.”

(2) The amendments made by sub-ggragraph (1) come into force on 6 April
2015. )

29 In paragraph 29(3) of
29 for cases involvi

jule 36 (modifications of paragraph 3 of Schedule
Wted lump sum rights), in the sub-paragraph
paragraph 3 of Schedule 29, after “member’s

Related amendm‘ent ) PA 2003
30 In sec:tNb f ITEPA 2003 (taxation of pension lump sums)—

6
inYybsection (4) (lumps sum taxable under section 206 of FA 2004
t not otherwise) omit the “or” at the end of paragraph (b), and after

: paragraph (c) insert “or
0 (d) a flexi-access drawdown fund lump sum death

benefit,”, and
(b) in subsection (7) (definitions) after ““drawdown pension fund lump

99 99

sum death benefit”,” insert —
““flexi-access drawdown fund lump sum death

99 99

benefit”,”.
Repeal of provisions relating to pre-6 April 2015 flexible drawdown

31 (1) InFA 2004 omit—
(@) insection 165(1), in pension rule 5, the second sentence,
(b) section 165(3A) and (3B),
(c) insection167(1), in pension death benefit rule 4, the second sentence,
(d) section 167(2A) and (2B),
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(e) inSchedule 28—
(i) paragraph10(11),

(i) paragraph 10A(11),

(iii) paragraphs 14A to 14E,

(iv) paragraph 24(11),

(v) paragraph 24A(9), and @
(vi) paragraphs 24C to 24G, and

(f) inSchedule 34, paragraph 4A. 6

(2) In consequence of sub-paragraph (1), in Schedule 16 to FA 2011g0mi
paragraphs 1(3), 8(12), 10, 11(3), 18(12), 20 and 81(3).

(3) The amendments made by sub-paragraphs (1) and (2) come ingforce on

April 2015.
PART 2 O

ANNUITIES

Reduction of restrictions on new annuities

32 Schedule 28 to FA 2004 (registered pefgion @) is amended as follows.

33 In paragraph 3 (definition of me
paragraph (1) insert—

fume annuity) after sub-

“(1A) For the purposes of this Part an annuity payable to the member is

also a lifetime annuity 4
(a) it is fable by an insurance company,

er becomes entitled to it on or after 6 April 2015,

until the member’s death or until the later of
mber’s death and the end of a term certain.”

34 In paragrapRy6

ition of member’s short-term annuity) after sub-
para@ra sert—

“(Z AWEor the purposes of this Part an annuity payable to the member is
a short-term annuity if —

(a) it is purchased by the application of sums or assets
0 representing the whole or any part of the member’s

drawdown pension fund, or of the member’s flexi-access
drawdown fund, in respect of an arrangement,

(b) itis payable by an insurance company,

(c) the member becomes entitled to it on or after 6 April 2015,
and

(d) itis payable for a term which does not exceed five years.”

35 In paragraph 17 (definition of dependants’ annuity) after sub-paragraph (1)
insert—

“(1ZA) For the purposes of this Part an annuity payable to a dependant is
also a dependants’ annuity if —

(@) either—
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(i) it is purchased together with a lifetime annuity
payable to the member and the member becomes
entitled to that lifetime annuity on or after 6 April
2015, or

(if) it is purchased after the member’s death and the
dependant becomes entitled to it on or after 6 April
2015,

(b) itis payable by an insurance company,

(c) where the dependant is not the member’s child, it
payable until the dependant’s death or until the earliest O
the dependant’s marrying, entering into a civil partn&ghip
or dying, and

(d) where the dependant is the member’s child, payable
until the earlier of the dependant’s ceggd

dependant or dying, or until the earliest o ant’s
marrying, entering into a civil partnershi g to be a
dependant or dying.”

36 In paragraph 20 (definition of dependants’ short-teMg ann¥iity) after sub-

paragraph (1) insert—

“(1ZA) For the purposes of this Parfgan aj payable to a dependant is

also a dependants’ short-ter

(@) it is purchased b ation of sums or assets
representing the any part of the dependant’s
drawdown pension or of the dependant’s flexi-

access drawdowp fund, in respect of an arrangement,
(b) itis gayable byfn insurance company,
Qendant becomes entitled to it on or after 6 April

®for a term which does not exceed five years
efore the dependant dies.”

<

Further annuities amenXue

37 In se‘ctx of FA 2004 (the pension rules) in pension rule 2 (death of a
)

megabe
a tI® first sentence after “an annuity,” insert “and if in the case of an
aMnhuity that day was before 6 April 2015,”,
O after that sentence insert—

“If the member becomes entitled to an annuity on or after 6
April 2015 and the annuity is payable until the later of the
member’s death and the end of a term certain, payment of the
annuity may continue to be made (to any person) until the
end of that term.”, and

(c) in the final sentence for “But no other” substitute “Except as
provided by the preceding provisions of this rule, no”.

38 Schedule 28 to FA 2004 (registered pension schemes) is further amended as
follows.

39 In paragraph 3(1) (definition of member’s lifetime annuity) after paragraph
(b) insert—

“(ba) the member becomes entitled to it before 6 April 2015,”.
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40 In paragraph 6(1) (definition of member’s short-term annuity) after
paragraph (c) insert—
“(ca) the member becomes entitled to it before 6 April 2015,”.

41 In paragraph 17(1) (definition of dependants’ annuity) for paragraph (za)
substitute —
“(za) either—
(i) it is purchased together with a lifetime annuity
payable to the member and the member becomes
entitled to that lifetime annuity before 6 April 20

or
(ii) it is purchased after the member’s dgath an
dependant becomes entitled to it b 6 Apri
2015,”.
42 In paragraph 17(1A) for “sub-paragraph (1)(za)” substitute Nragraphs
(1)(za) and (1ZA)(a)”.
43 In paragraph 20(1) (definition of dependants’ siQgt-terMygannuity) after

paragraph (c) insert—
“(ca) the dependant becomes entj to it béfore 6 April 2015,”.

Consequential amendment

44 In Schedule 16 to FA 2011 (benefit ension schemes) in each of
paragraphs 87 and 95 (entitlement t ured or alternatively secured
pension on 5 April 2011) for “the reference” substitute “a reference”.

iy 4

PENSION PAY T OF UNCRYSTALLISED FUNDS
Definitions etc
45 Part 4 of FA (@ended as follows.
46 In s& i (lump sums which may be paid by registered pension

sch theTump sum rule after paragraph (b) insert—
(D% an uncrystallised funds pension lump sum,”.

47 nQction 166(2) (when a person becomes entitled to a lump sum under a
regis®red pension scheme) before the “and” at the end of paragraph (a)
ingprt—

“(aa) in the case of an uncrystallised funds pension lump sum,
immediately before it is paid,”.

48 In section 280(2) (index of defined expressions) after the entry for
“uncrystallised funds lump sum death benefit” insert—

“uncrystallised funds pension paragraph 4A of Schedule 29”
lump sum

49 In Schedule 29 (supplementary provision about authorised lump sums) after
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paragraph 4 insert —
“Uncrystallised funds pension lump sum

4A (1) For the purposes of this Part a lump sum is an uncrystallised funds
pension lump sum if —

(a) it is paid on or after 6 April 2015 in respect of a money
purchase arrangement,

(b) it is paid when all or part of the member’s lifetirge
allowance is available,

(c) itis paid when the member has reached normal minfMgum
pension age (or the ill-health condition is satigfied),

(d) the member becomes entitled to it not later th hen it is

paid,
§ Snhat are to
. @er under

(e) immediately before it is paid, the sums oy
s W efined by

be used to provide it represent rights of t
the scheme that are uncrystallise
section 212(1) and (2), and

(f) none of sub-paragraphs (3) to (5) ap to the member.
(2) Butif a lump sum falling within sfo-pagraph (1) —
(@) is paid when the mRgbeX @ t reached the age of 75,
and
@ ble lifetime allowance,

(b) exceeds the membe
the excess is not an uncrysta unds pension lump sum.

(3) This sub-paragraph aWes to the member if —

aph 12%of Schedule 36 applies to the member
d protection from 6 April 2006) immediately
m is paid, and

gim condition (see paragraphs 24(2) and (3), 25
chedule 36) is met in relation to the member.

(4) Thyyst graph applies to the member if —

L 4 af\ paragraph 7 of Schedule 36 makes provision for the
operation of a lifetime allowance enhancement factor in
relation to the member immediately before the sum is
paid, and

< . (b) the lump sum condition (see paragraphs 24(2) and (3), 25
and 26 of Schedule 36) is met in relation to the member.
(5) This sub-paragraph applies to the member if —

(@) any of the provisions listed in sub-paragraph (6) makes
provision for the operation of a lifetime allowance
enhancement factor in relation to the member immediately
before the sum is paid, and

(b) immediately before the sum is paid, the available portion
of the member’s lump sum allowance for the purposes of
paragraph 2 of Schedule 29 is nil or less than 25% of the
sum.

(6) The listed provisions are —
(@) paragraph 7 of Schedule 36 (primary protection);
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50

51

52

53

(b) section 220 (pension credits from previously
crystallised rights);

(c) section 221 (non-residence arrangements);

(d) section 224 (transfers from recognised overseas
pensions schemes);

(e) paragraph 18 of Schedule 36 (pre-commencement
pension credits).”

In paragraph 12(2)(b) of Schedule 29 (conditions for treating the whole of the
lump sum as paid when all or part of the member’s lifetime allowance
available) after “4(1),” insert “4A(1),”.

In paragraph 12(4) of Schedule 29 (exceptions to treating thefgfgole of
lump sum as paid when all of part of the member’s lifetime #gwance is
available) before the “and” at the end of paragraph (a) inser

“(aa) in the case of a lump sum that wou all the
requirements of paragraph 4A(1) aggl i hen the
member has not reached the age o ch of it as

would be prevented from being
pension lump sum by paragraph 4A

In paragraph 12(5) of Schedule 29 (when ss can be an authorised

lump sum) after “1(2),” insert “4A(2),"S

In paragraph 15 of Schedule 32 (beng tallisation event 6: meaning of

“relevant lump sum”) before the “or’ d of paragraph (b) insert—
“(ba) an uncrystallised fund¥¥nsion lump sum,”.

Related amendments in Part 9 of [ |gEPA 200,

54

(1) Section 636A of ITEP taxation of pension lump sums) is amended as

follows.

(2) After subsectio ert—

“(1A) In th
/S i

e
no liability to income tax arises on 25% of the sum, and
b) the other 75% of the sum is treated for the purposes of this

o)

uncrystallised funds pension lump sum paid under
red pension scheme when the member has not reached the

Part as a pension to which section 579A applies.
0) In the case of an uncrystallised funds pension lump sum paid under

a registered pension scheme when the member has reached the age
of 75—
(@) if the member’s available lifetime allowance when the sum is
paid is equal to or greater than the sum—
(i) no liability to income tax arises on 25% of the sum,
and
(ii) the other 75% of the sum is treated for the purposes of
this Part as a pension to which section 579A applies,
and
(b) if the member’s available lifetime allowance when the sum is
paid is less than the sum—
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(i) no liability to income tax arises on the part of the sum
that is equal to 25% of the member’s available lifetime
allowance when the sum is paid, and

(ii) the rest of the sum is treated for the purposes of this
Part as a pension to which section 579A applies.

(1C) For the purposes of subsection (1B), the amount of the member’s
available lifetime allowance when the sum is paid is what it is for the
purposes of Part 4 of FA 2004 (see section 219 of FA 2004), but
adjusted in accordance with the rules in paragraphs (a) and (b)
paragraph 12(1A) of Schedule 29 to FA 2004.”

(3) In subsection (2) (subsection (1) does not limit operation of lifet
allowance charge) for “subsection (1) does” substitute “subsc@fons (1) to
(1B) do”.

(4) In subsection (6) (definitions) after ““serious ill health lum ’ insert—
““uncrystallised funds pension lump su

PART 4
ANNUAL ALLOWANCE

Basic structure of the annual allowance charge

55 (1) Section 227 of FA 2004 (pensions und
allowance charge) is amended as folloW

Rred pension schemes: annual

(2) In subsection (1) (imposition of charge) for the words from “where” to
the end substitute e an individual who is a member of one or more
registered pension sc has a chargeable amount for a tax year.”

(3) After subsection (1) i

“(IA) The chaffe @ amount (if any) is to be determined in accordance
with 2FP7A”
(4) In s@bselgg ) (basic calculation of charge) for the words in the first
sentenMygaft respect of” substitute “the chargeable amount.”

c®n (4A) (the appropriate rate) for “excess” (in each place)
“chargeable amount”.

section (5) (excess is not income) for “That excess” substitute “The
chgrgeable amount”.

7) In subsection (6) (further provision)—
(a) before the entry for section 228 insert—
“sections 227ZA and 227B (chargeable amount),

sections 227C to 227G (supplemental provision for
calculations under section 227B),”,

(b) in the entry for section 229, for “229” substitute “229(1)”, and
(c) after that entry insert—

“section 229(2) to (4) (how to arrive at the pension input
amount in respect of an arrangement),”.
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(8) The amendments made by this paragraph have effect for the tax year 2015-16
and subsequent tax years.

56 (1) In FA 2004 after section 227 insert—

“227ZA The chargeable amount
(1) The chargeable amount is the alternative chargeable amount (see @

section 227B) if —
(@) theyearis—
(i) the tax year in which the individual first flexib
accesses pension rights (see section 227G), or
(ii) atax year later than that tax year,

(b) the money-purchase input sub-total (see s n 227C)
exceeds £10,000, and

(c) the alternative chargeable amount exc efault
chargeable amount.

(2) Otherwise, the chargeable amount is the defqfllt ch®ggeable amount.
(3) The default chargeable amount is the amount y) by which—
(@) the total pension input amou lated in accordance with
section 229(1), exceeds

(b) the annual allowance fq he case of the individual
(see sections 228(1) an,

29

(2) The amendment made by this paragra s effect for the tax year 2015-16
and subsequent tax years.

Annual allowance charge where ri{M§g have been flexibly accessed

57 (1) InFA 2004 before se

“227B The altern T ble amount
The geN@tivglchargeable amount is the total of —

1)
TS he amount (if any) by which the defined-benefit input sub-
tal exceeds the alternative annual allowance, and

the amount by which the money-purchase input sub-total
exceeds £10,000.

The alternative annual allowance is —
AA—£10,000
where AA is the annual allowance for the year in the case of the

individual (see sections 228(1) and 228A).

(3) The defined-benefit input sub-total is the total of —

(@) the pension input amounts in respect of each defined benefits
arrangement relating to the individual under a registered
pension scheme of which the individual is a member (see
section 229(2)(c)),

(b) the pension input amounts in respect of each hybrid
arrangement —
(i) relating to the individual under a registered pension
scheme of which the individual is a member, and
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(ii) inrespect of which the pension input amount is input
amount C mentioned in section 237, and
(c) any amounts required to be included by section 227E(3) or
227F(4) or (6) (pension input periods that end in the year but
before the day on which rights are first flexibly accessed or
that end in the year and contain that day).

(4) Subsection (3)(b) is subject to section 227D (pension input amounts
for certain hybrid arrangements).

(5) If, in the case of a hybrid arrangement, input amount C mentioned 1
section 237 —
(@) is a relevant input amount for the purposes ofsection
and
(b) 1isequal to—
(i) inputamount A or B mentioned in §
is the only other relevant in
purposes of section 237, or

(ii) the greater of input amounts ¥gand ¥ mentioned in
section 237 if both are relevant iTgt amounts for the

R37 1f that
for the

treated as being input amou
greater of input amounts A
amount C).

227C Meaning of “money-purchf input sub-total”
(1) The money-purMgse input sub-total is the total of —

@
calension scheme of which the individual is a

(see section 229(2)(a) and (b)), and

(b) Wt sion input amounts in respect of each hybrid
2 rrangement —

(i) relating to the individual under a registered pension
scheme of which the individual is a member, and
in respect of which the pension input amount is input

(ii)
amount A or B mentioned in section 237.
0) Subsection (1) is to be read with—

(@) section 227E(2) (pension input periods that end in the tax
year but before the day on which rights are first flexibly
accessed), and

(b) section 227F(2), (3) and (5) (pension input periods that end in
the tax year and contain that day).

(3) Subsection (1)(b) is to be read with—
(@) section 227B(5) (hybrid arrangements where input amount C
is highest-equal input amount), and
(b) section 227D (pension input amounts for certain hybrid
arrangements).
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227D Pension input amounts in respect of certain hybrid arrangements

1)

(2)

In this section “relevant hybrid arrangement” means a hybrid
arrangement —

(a)
(b)

relating to the individual under a registered pension scheme
of which the individual is a member,

in respect of which the pension input amount is input
amount C mentioned in section 237.

As respects each relevant hybrid arrangement in the maximising
of relevant hybrid arrangements —

(@)

(@)
(b)

the pension input amount in respect of the arrangement Wyfor

the purposes of sections 227B(3)(b) and 227C(1
being not input amount C mentioned in sect

instead, the greater of such of input amg

mentioned in section 237 as are, for the pup pf Section
237, relevant input amounts in the case % hgement,
and

accordingly, the arrangement —

(i) is not to be included amon e arrangements
mentioned in section )(b) whose pension input
amounts are toiglled @ ection 227B(3), but

(if) is to be included 3o
in section 227

Ose pension input amounts

are totalled un section 227C(1).
(3) For the purposes of subsection (2) —
the aximisingg? set contains no relevant hybrid
arrang
a parti, elevant hybrid arrangement makes up that set,
or

L 2

(‘)Q

()
if th
d

e

N\

t articular relevant hybrid arrangements make
et,
e chargeable amount with the maximising set so
is not less than it would be with the maximising set made
other way.

rticular, the maximising set may be identified by taking the
owing steps —

ep 1

Identify all of the relevant hybrid arrangements.

Step 2

Identify all of the different combinations of the arrangements
identified at Step 1 (including the combination consisting of all of
those arrangements, and the combination consisting of none of them,
as well as every possible combination of each possible size in
between).

Step 3

For each combination identified at Step 2 calculate what the money-
purchase input sub-total would be if each relevant hybrid
arrangement in the combination were treated in accordance with the
rules in paragraphs (a) and (b) of subsection (2).

Step 4
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If the amount calculated at Step 3 for a combination is greater than
£10,000 then calculate in accordance with section 227B what the
alternative chargeable amount would be if —

(@) each relevant hybrid arrangement in the combination were
treated in accordance with the rules in paragraphs (a) and (b)
of subsection (2), and

(b) for each relevant hybrid arrangement not in the combination,
input amount C mentioned in section 237 were included in
the total under section 227B(3).

Step 5
Identify the highest (or higher) of the amounts calculated at 4.
The maximising set is made up of each relevant hybrid ngem

in the combination concerned.

() Subsection (1)(b) is to be read with section
arrangements where input amount C is higlg
amount).

(6) A hybrid arrangement is not a relevant hybri&grran®pment if section
227E(2) applies in the case of that arrangement?

227E Pension input periods ending before e first flexibly accessed

(1) Subsections (2) and (3) apply 18
section 227C(1), the pension i
period that ends before the in¥
rights.

angement mentioned in
gr10d ending in the tax year is a
first flexibly accesses pension

(2) The pension input amoyg in respect of the arrangement is for the
purposes of seQgon 227C(1) treated as being nil.

(3) The (actual)
section 229(2)

input amount in respect of the arrangement (see
(d)) is required to be included in the defined-

e,

benefit { al calculated under section 227B(3).
227F Pensio peglods in which rights are first flexibly accessed
(1% ons (2) to (6) apply if, for an arrangement mentioned in

ct1 27C(1), the pension input period ending in the tax year
cyains the day on which the individual first flexibly accesses
n¥lon rights (Whether or not that day is in the tax year).

If the arrangement is a cash balance arrangement, the pension input
amount in respect of that arrangement is for the purposes of section
227C(1)(a) treated as being —

F

where —

APIA is the (actual) pension input amount in respect of the
arrangement (see section 229(2)(a)),

F is the number of days in the period —

(@) beginning with the day after that on which the
individual first flexibly accesses pension rights, and

(b) ending at the end of the pension input period
mentioned in subsection (1), and

PIP is the number of days in that pension input period.



(Draft) Taxation of Pensions Bill 21
Schedule — Pension flexibility etc
Part 4 — Annual allowances

€)

If the arrangement is a money purchase arrangement other than a
cash balance arrangement, the pension input amount in respect of
that arrangement is for the purposes of section 227C(1)(a) treated as
being the amount in respect of the arrangement that would be
arrived at under section 233 for a pension input period —
(@) beginning with the day after that on which the individual
first flexibly accesses pension rights, and

(b) ending at the end of the pension input period mentioned in
subsection (1).

If the arrangement is a money purchase arrangement, the amogt (i
any) by which —
(@) the (actual) pension input amount in re of t
arrangement (see section 229(2)(a) or (b)), excee
(b) the amount treated by subsection (2) or
pension input amount in respect of the arral
is required to be included in the defined-bgR§
calculated under section 227B(3).

of sections 227C(1)(b)

F
ﬁXAAI

where —

AATAA is the (actual) amount of input amount A for the
rrange

F 13fe number of days in the period —

beginning with the day after that on which the
yndividual first flexibly accesses pension
rights, and

(b) ending at the end of the pension input period

mentioned in subsection (1), and
IP is the number of days in that pension input period,

4

and

section 233 for a pension input period —
(i) beginning on the day after that on which the

\ input amount B mentioned in section 237 is for the purposes
of sections 227C(1)(b) and 227D(2) treated as being the
0 amount for the arrangement that would be arrived at under

individual first flexibly accesses pension rights, and

(ii) ending at the end of the pension input period
mentioned in subsection (1).

If the arrangement is a hybrid arrangement, the amount (if any) by
which —
(@) the (actual) pension input amount in respect of the
arrangement (see section 229(2)(d)), exceeds
(b) the amount which, in accordance with subsection (5) and
section 227D, is for the purposes of section 227C(1)(b) the
pension input amount in respect of the arrangement,
is required to be included in the defined-benefit input sub-total
calculated under section 227B(3).
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227G When pension rights are first flexibly accessed

(1)

(2)

®)

L 2

\dividual tirst flexibly accesses pension rights immediately
P®ore the first qualifying payment is made from the individual’s

O

References in sections 227B to 227F to when the individual first
flexibly accesses pension rights are to the time, or the earlier or
earliest of the times, given for that by the following subsections.

If—
(@) the individual has a flexi-access drawdown pension fund in
respect of an arrangement, and
(b) the fund came into being as a result of sums or assets bei
designated on or after 6 April 2015 as available for th
payment of drawdown pension,

the individual first flexibly accesses pension rights gagmnediat
before the first qualifying payment is made from th#gund (see

subsection (7)).

If section 165(3A) applied in the individual’s case td @ ngement
immediately before 6 April 2015, the individu t accesses
pension rights at the start of 6 April 2015.

If —
(@) the individual has a membey#*®Qgwdown pension fund in
respect of an arrangemdyat, a m

(b) the sums and assets thg
designated funds by,
Schedule 28,

the individual first flexibly acC®Ses pension rights immediately
before the first qualifyingggayment (see subsection (7)) is made from
the individualgmembe®s flexi-access drawdown fund in respect of
the arrangemerMNwhether that is the payment that triggers the
operation of p @‘o 8B of Schedule 28 or a subsequent payment).

If—
(@) " dgvidual has a member’s drawdown pension fund in
1 ecybf an arrangement, and
h

ghe fund become newly-
peration of paragraph 8B of

e sums and assets that make up the fund become newly-
signated funds by the operation of paragraph 8C of
chedule 28,

member’s flexi-access drawdown fund in respect of the arrangement
(see subsection (7)).

The individual first flexibly accesses pension rights immediately
before the payment of the first uncrystallised funds pension lump
sum paid to the individual.

In this section, a reference to a qualifying payment from a fund is a
reference to—

(@) payment of income withdrawal from the fund, or
(b) payment of a short-term annuity purchased using sums or
assets out of the fund,
but does not include payment at a time when the whole of the fund
represents rights attributable to a disqualifying pension credit.

6@
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(8) In subsection (7) “disqualifying pension credit” is to be read in
accordance with paragraph 2(3) and (4) of Schedule 29.”

(2) The amendment made by sub-paragraph (1) has effect for the tax year
2015-16 and subsequent tax years.

Further amendments

58 In section 164(2) of FA 2004 (provision that may be made in regulations
prescribing authorised payments) after paragraph (c) insert—

“(ca) include provision having the effect that the makinggof 4
prescribed payment does not (directly or indirectly) res®gin
an individual first flexibly accessing pension §glts for
purposes of sections 227B to 227F,”.

59 (1) Omit section 227A of FA 2004 (annual allowance charge: @u who

met flexible drawdown conditions).

(2) In consequence of sub-paragraph (1) —
(@) in section 227(4) of FA 2004, omit the second 3gtenc®, and
(b) omit paragraph 45 of Schedule 16 to FA 2011.

(3) The amendments made by sub-paragigphs 2) have effect for the tax

year 2015-16 and subsequent tax years.

60 (1) Insection 228A of FA 2004 (carry for
subsection (7) insert—

used annual allowance) after

“(8) If, for a tax year precedjgg the current tax year, the chargeable
amount in thg individgll’s case was the alternative chargeable

) subsection (3)(a) or (b), (4)(b) or (6)(a) to the
ce for that preceding tax year is a reference to

ta pension input amount in the case of the 1nd1v1dual for
at preceding tax year is a reference to the defined-benefit
input sub-total in the case of the individual for that preceding
tax year (see section 227B(3) to (5)).

Subsection (3) does not apply in relation to a tax year —
(a) precedmg the current tax year, and
ending not later than 5 April 2015,

1f at any time in that preceding tax year, section 165(3A) or 167(2A)
applied to an arrangement relating to the individual.”

2) The amendment made by this paragraph has effect where the current tax
Y paragrap
year is the tax year 2015-16 or a subsequent tax year.

61 In section 237B of FA 2004 (scheme administrator’s co-liability for
individual’s annual allowance charge) after subsection (2) insert—

“(2A) If the chargeable amount for the tax year in the individual’s case is
the alternative chargeable amount, each of the following is treated as
being a reference to the amount that the annual allowance charge for
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the tax year would be in the individual’s case if the chargeable
amount were the default chargeable amount—

(@) the reference in subsection (1)(a) to the amount of the
individual’s liability to the annual allowance charge for the
tax year, and

(b) the reference in subsection (3) to the annual allowance charge
arising in the case of the individual.”

62 (1) In article 25C of the Taxation of Pension Schemes (Transitional Provisions)
Order 2006 (S.I. 2006/572) after paragraph (3) insert—

“(4) Tf—

(b) no previous stand-alone lump sum has bee
subsections of that section) has effect as if the ere a subsequent

(@) a stand-alone lump sum is paid on or after 6 id 2015 t

member of a pension scheme in circumstances re article
that day to the member in those circumgtan®

subsection (1) of section 227G of the 2004 Act,

subsection of that section stating i e member first flexibly

accesses pension rights immegliate @ e the stand-alone lump

25B(2) (circumstance A) applies, and
@ or after
accesses pension rights at earliest time g
sum is paid.”

(2) The amendment made by sub-parag ks to be treated as having been
made by the Treasury under the powe ake orders conferred by section

283(2) of FA 2004.
iy 4

Mr OUS AMENDMENTS
Pension commencement lu
63 (1) In paragrapNg3 Schedule 29 to FA 2004 (pension commencement
lumygpsuaggy pension scheme is to be treated as making an unauthorised
paym words “1% of the standard lifetime allowance on that day”
MU £10,000”.

orencement lump sums paid on or after 6 April 2015.
TgWia tation lump sums and small pot lump sums
4 ) In paragraph 7(1) of Schedule 29 to FA 2004 (meaning of “trivial
commutation lump sum”) —
(a) after paragraph (a) insert—
“(aa) it is paid in respect of a defined benefits
arrangement,”, and

(b) in paragraph (e) (member must have reached 60) for “the age of 60”
substitute “normal minimum pension age”.

(2) The amendments made by sub-paragraph (1) have effect for commutation
periods beginning on or after 6 April 2015 and do so irrespective of whether
the nominated date is before, on or after 6 April 2015.
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65 (1) In article 23C(4) of the Taxation of Pension Schemes (Transitional
Provisions) Order 2006 (S.I. 2006/572) (modifications of Schedule 29 to FA
2004) in the inserted paragraph 7A(1)(b) (member must have reached age 60
for certain sums to be trivial commutation lump sums) for “the age of 60”
substitute “normal minimum pension age”.

(2) The amendment made by sub-paragraph (1)—

(@) has effect for determining whether a lump sum paid on or after 6
April 2015 is within the inserted paragraph 7A, and

(b) is to be treated as having been made by the Treasury under t
powers to make orders conferred by section 283(2) of FA 2004

66 (1) The Registered Pension Schemes (Authorised Payments) Regglations 2
(S.I. 2009/1171) are amended as follows.

(2) For regulation 10 substitute —

“10 Payments to members receiving annuities

A payment by a registered pension sche ember which
would be a payment that is described in regugon 11, 11A(1)(a) to
(c) or 12 but for the continuance after thepaymen®f an annuity if the
member has not prev1ously receivg ﬂ yment, by that scheme,

under this regulation.”
(3) In each of regulations 11(1)(a), 11A( ad TZ(1)(c) (member must have
ered pension scheme to be

reached 60 for certain payments I %;
authorised payments) for “the age oMWl substitute “normal minimum

pension age”.

(4) The amendments mad
(@) have effect for
are to be treat v \

by sub %agraphs (2) and (3)

ing been made by the Commlssmners for Her

Majesty’ e and Customs under the powers to make
regulati erred by section 164(1)(f) and (2) of FA 2004.
Trivial commut‘fzon lu ath benefits
67 ) Para r Schedule 29 to FA 2004 (trivial commutation lump sum

) is amended as follows.

b-p agraph (1) (definition) after paragraph (b) insert “or
(ba) itis paid after the member’s death to an individual entitled
to be paid a pension under the scheme —
(i) which the member was entitled to be paid
immediately before the member’s death, and
(i) which is payable to the individual under pension
rule 2 (see section 165).”

(3) In sub-paragraph (2) (excess over £18,000 not a trivial commutation lump
sum death benefit) for “£18,000” substitute “£30,000”.

(4) The amendments made by this paragraph have effect where the member
dies after the day on which this Act is passed.
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Winding-up lump sum death benefit

68 (1) InSchedule 29 to FA 2004 (authorised lump sums) omit paragraph 21 (which
has come to have the effect that every winding-up lump sum death benefit
is also a trivial commutation lump sum death benefit).

(2) In consequence of sub-paragraph (1), in Schedule 18 to FA 2011 omit
paragraph 7.

Early lifetime annuities

69 (1) Inparagraph 7 of Schedule 32 to FA 2004 (benefit crystallisation events d
4: early lifetime annuities) after sub-paragraph (3) insert—
“(4) Sub-paragraph (5) has effect for the purpose&tjleﬁt
crystallisation event 2 as it applies in relation to, 1 al’s
becoming entitled to the lifetime annuity.

(5) If the total of —

(a) the sums applied to purchase the II§ime Mnuity and any
related dependants’ annuity, and

(b) the market value, at the tirg are applied, of the assets
applied to make the 4 -

is greater than the amou ) d apart from this sub-

paragraph be the amount c ed by the event, that total is the

amount crystallised by the &§

(6) Sub-paragraph (2) appljes even if either or each of the following
occurs after 3 April 2Q4—

(@) the irMgyvidual becomes entitled to the lifetime annuity;
(b) thej

lifetime annuit
annuity is o
2015.

Individuals who ow 06 had actual right to payment of pensions
ph 20(4

70 (1) ara )(a) and (b) of Schedule 36 to FA 2004 (lifetime allowance:
ed Crystallisation: value of rights to pre-5 April 2006 drawdown
P ns) before “the maximum” insert “80% of”.

ng the rule in section 165(3)(b) of FA 2004, the
an individual becomes entitled on or after 6 April

amendments made by sub-paragraph (1) have effect where the benefit
crystallisation event mentioned in the opening words of paragraph 20(2) of
that Schedule occurs

(a) after the day on which this Act is passed, and

(b) inadrawdown pension year, in respect of the arrangement in respect
of which the drawdown pension concerned is paid, that begins on or
after 27 March 2014.

&

<
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Power to make certain payments

71 In FA 2004 after section 273A insert—

“273BPower of trustees or managers to make certain payments

(1) Subsection (2) applies to a payment by a registered pension scheme
to or in respect of a person who is or has been a member of the
scheme if it is paid in respect of a money purchase arrangement and

is—

(a

a payment of drawdown pension,

)
(b) paid to purchase a short-term annuity,
(c) apayment of dependants’ drawdown pension,
(d) paid to purchase a dependants’ short-term ann or
(e) an uncrystallised funds pension lump sum.
(2) The trustees or managers of the scheme ma payment
despite any provision of the rules of the sch owmPer framed)

prohibiting the making of the payment.”

Temporary non-residence

72 ITEPA 2003 is amended as follows.

73 (1) Section 579CA

(pensions under registered pension
amended as follows.

of Schedule 45 to FA 2013
¥ temporary non-residents) is

as substituted by par

%

(2) In subsection (2) (releyvant witl{awals treated as accruing in the year of
return from temporar n-residence) at the end insert *, but only if the total

amount of the releva drawals within subsection (3) exceeds £100,000”.
(3) For subsection (4) (m: “relevant withdrawal”) substitute —
“( A “rele drawal” is—

me withdrawal paid to the person from a member’s
TS lexi-access drawdown fund in respect of an arrangement

S
™

lating to the person under a registered pension scheme,

any dependants’ income withdrawal paid to the person from
a dependant’s flexi-access drawdown fund in respect of an
arrangement relating to the person under a registered
pension scheme,

any payment to the person of a short-term annuity purchased
using sums or assets out of a member’s flexi-access
drawdown fund in respect of an arrangement relating to the
person under a registered pension scheme,

any payment to the person of a dependants’ short-term
annuity purchased using sums or assets out of a dependant’s
flexi-access drawdown fund in respect of an arrangement
relating to the person under a registered pension scheme,
any uncrystallised funds pension lump sum paid to the
person in respect of an arrangement relating to the person
under a registered pension scheme, but only so far as the sum
is treated as a pension to which section 579A applies (see
section 636A), or
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(4A)

(f) any income withdrawal, or dependants’ income withdrawal,
paid before 6 April 2015 to the person under a registered
pension scheme in respect of an arrangement relating to the
person under the scheme which at the time of the payment
was an arrangement to which section 165(3A) or 167(2A) of
FA 2004 applied (flexible drawdown arrangements).

For the purpose of determining whether the figure specified in
subsection (2) is exceeded, any relevant withdrawal paid in a
currency other than sterling is to be translated into sterling using t
average exchange rate for the year ending with 31 March in the ta
year in which the relevant withdrawal is paid.”

(4) In subsection (7) for the definition of “flexible drawdown gemen
substitute —

(5) The amendments made by this paragig

74 (1) The version of section 579CA which
tax year 2012-13 or an earlier tax ye
schemes: temporary non-residents) is

(2) In subsection (1)—

““member’s flexi-access drawdown fung erm
annuity”, “dependant’s flexi-access drd fund”,
“dependants’ short-term annuity” an sed funds
pension lump sum” have the same in Part 4 of FA

2004 (see paragraphs 6, 8A, 20 and 2 f SChedule 28, and
paragraph 4A of Schedule 29, to FA 200

" a e year of departure is the
@ pons under registered pension
Weed as follows.

drawal& dependants’ income withdrawal under
ion scheme” substitute “relevant withdrawal paid

for “income
the registered pes
to a person”,
omit para
at the
with

but only if the total amount of the relevant
beting those conditions exceeds £100,000”.

~

(3) Aftegsulpgect insert —
“(BA & ewint withdrawal”, in relation to a person, is—

any income withdrawal paid to the person from a member’s
flexi-access drawdown fund in respect of an arrangement
relating to the person under a registered pension scheme,

(b) any dependants’ income withdrawal paid to the person from
a dependant’s flexi-access drawdown fund in respect of an
arrangement relating to the person under a registered
pension scheme,

(c) any payment to the person of a short-term annuity purchased
using sums or assets out of a member’s flexi-access
drawdown fund in respect of an arrangement relating to the
person under a registered pension scheme,

(d) any payment to the person of a dependants’ short-term
annuity purchased using sums or assets out of a dependant’s
flexi-access drawdown fund in respect of an arrangement
relating to the person under a registered pension scheme,

(e) any uncrystallised funds pension lump sum paid to the
person in respect of an arrangement relating to the person
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75

under a registered pension scheme, but only so far as the sum
is treated as a pension to which section 579A applies (see
section 636A), or

(f) any income withdrawal, or dependants’ income withdrawal,
paid before 6 April 2015 to the person under a registered
pension scheme in respect of an arrangement relating to the
person under the scheme which at the time of the payment
was an arrangement to which section 165(3A) or 167(2A) of
FA 2004 applied (flexible drawdown arrangements).

(3B) For the purpose of determining whether the figure specified gt the
end of subsection (1) is exceeded, any relevant withdrawal pai a
currency other than sterling is to be translated into sterliggusing
average exchange rate for the year ending with 31 Ma&the tax
year in which the relevant withdrawal is paid.”

(4) Insubsection (4) for “income withdrawal or dependants’ i @ ubstitute
“relevant”.

(5) In subsection (5) for the definition of “flexible drMgdowMarrangement”
substitute —

11373

member’s flexi-access drg vn fund”, “short-term
annuity”, “dependanigg ‘ ®ss drawdown fund”,
* d “uncrystallised funds

2004 (see paragraphs §
paragraph 4A of Sched

(6) The amendments made by this vagraph come into force on 6 April 2015.

(2) In subsection ( ant withdrawals treated as accruing in the year of
return from on-residence) at the end insert *, but only if the total
amognt of th&gel withdrawals within subsection (3) exceeds £100,000”.

(meaning of “relevant withdrawal”) substitute —

(3) For suﬂ
v levant withdrawal” is an amount paid under a relevant non-UK
eme that—

(a) is paid to the person in respect of an arrangement relating to
the person under the scheme and would, if the scheme were
a registered pension scheme, be income withdrawal (within
the meaning of paragraph 7 of Schedule 28 to FA 2004) paid
to the person from the person’s member’s flexi-access
drawdown fund in respect of the arrangement,

(b) is paid to the person in respect of an arrangement relating to
the person under the scheme and would, if the scheme were
a registered pension scheme, be dependants’ income
withdrawal (within the meaning of paragraph 21 of Schedule
28 to FA 2004) paid to the person from the person’s
dependant’s flexi-access drawdown fund in respect of the
arrangement,

(c) 1is a payment to the person of an annuity purchased using
sums or assets held for the purposes of an arrangement



30 (Draft) Taxation of Pensions Bill
Schedule — Pension flexibility etc
Part 5 — Miscellaneous amendments

relating to the person under the scheme and would, if the
scheme were a registered pension scheme, be a payment of a
short-term annuity (within the meaning of paragraph 6 of
Schedule 28 to FA 2004) purchased using sums or assets out
of the person’s member’s flexi-access drawdown fund in
respect of the arrangement,

(d) 1is a payment to the person of an annuity purchased using
sums or assets held for the purposes of an arrangement
relating to the person under the scheme and would, if the
scheme were a registered pension scheme, be a payment o
dependants’ short-term annuity (within the meani
paragraph 20 of Schedule 28 to FA 2004) purchased u
sums or assets out of the person’s dependant xi-acce
drawdown fund in respect of the arrangement,

(e) is so much of a payment made to the persog f an
arrangement relating to the person unde heme as
would, if the scheme were a registere N eme, be
treated by section 636A(1A) or (1Rg(un®gstallised funds

pension lump sums) as a pension hic® section 579A
applies, or

(f) is paid before 6 April 2015
arrangement relating t@Qy
at the time of the payzsRRt
section 165(3A) or 16
arrangements) applied Buld, if the scheme had been a
registered pension schen™ave been income withdrawal or
dependants’ incogge withdrawal (within the meaning of
paragrgohs 7 andfZ1 of Schedule 28 to FA 2004).

) person in respect of an
nder the scheme which
arrangement to which
A 2004 (flexible drawdown

(4A) For the purp determining whether the figure specified in
subsection ( eded, any relevant withdrawal paid in a
currency erling is to be translated into sterling using the
averag e rate for the year ending with 31 March in the tax
year § h e relevant withdrawal is paid.

(4B® leQant withdrawal within subsection (4)(e) is, if it is within

b (3), treated for the purposes of this Part as a pension to
ich section 573 applies.”
4) ubs&gion (9) for the definition of “flexible drawdown arrangement”
it

u ute—
““member’s flexi-access drawdown fund” and “dependant’s
flexi-access drawdown fund” have the same meaning as in
Part 4 of FA 2004 (see paragraphs 8A and 22A of Schedule 28
to FA 2004);”.
(5) The amendments made by this paragraph come into force on 6 April 2015.
76 (1) The version of section 576 A which has effect if the year of departure is the

tax year 2012-13 or an earlier tax year (pensions under relevant non-UK
schemes: temporary non-residents) is amended as follows.

(2) In subsection (1)—

(@) for “non-UK income withdrawal under a relevant non-UK scheme”
substitute “withdrawal paid to a person”,

(b) omit paragraph (a), and
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(c) at the end insert “, but only if the total amount of the relevant
withdrawals meeting those conditions exceeds £100,000”.

(3) In subsection (4) for “non-UK income withdrawal falling within subsection

(1)” substitute
and (c)”.

“withdrawal that meets the conditions in subsection (1)(b)

(4) After subsection (4) insert—

“(4A) A “relevant withdrawal”, in relation to a person, is an amount paid
under a relevant non-UK scheme that—

(@)

(d)

L 2

N\

is paid to the person in respect of an arrangement relatqge to

the person under the scheme and would, if the scheme e
a registered pension scheme, be income withd 1 (with

the meaning of paragraph 7 of Schedule 28 to F 04) paid
to the person from the person’s memb e cess

drawdown fund in respect of the arrangem
is paid to the person in respect of an a elating to

the person under the scheme and wqlld, Ige scheme were
a registered pension scheme, be Qpen¥lants’ income
withdrawal (within the meaning of para®gph 21 of Schedule
v yrson from the person’s
fund in respect of the

is a payment to the p )
sums or assets held gpurposes of an arrangement
relating to the person UM the scheme and would, if the
scheme were a regjgtered pension scheme, be a payment of a
short-tggm annud¥ (within the meaning of paragraph 6 of
Schedul®g8 to FA 2004) purchased using sums or assets out

’s member’s flexi-access drawdown fund in
yrangement,

) to the person of an annuity purchased using
assets held for the purposes of an arrangement
r&@Lingf to the person under the scheme and would, if the
cheme were a registered pension scheme, be a payment of a
pendants’ short-term annuity (within the meaning of
paragraph 20 of Schedule 28 to FA 2004) purchased using
sums or assets out of the person’s dependant’s flexi-access
drawdown fund in respect of the arrangement,

is so much of a payment made to the person in respect of an
arrangement relating to the person under the scheme as
would, if the scheme were a registered pension scheme, be
treated by section 636A(1A) or (1B) (uncrystallised funds
pension lump sums) as a pension to which section 579A
applies, or

is paid before 6 April 2015 to the person in respect of an
arrangement relating to the person under the scheme which
at the time of the payment was an arrangement to which
section 165(3A) or 167(2A) of FA 2004 (flexible drawdown
arrangements) applied and would, if the scheme were a
registered pension scheme, be income withdrawal or
dependants’ income withdrawal (within the meaning of
paragraphs 7 and 21 of Schedule 28 to FA 2004).

dependant’s flexi-acce
arrangement,

an annuity purchased using
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(4B) For the purpose of determining whether the figure specified at the
end of subsection (1) is exceeded, any relevant withdrawal paid in a
currency other than sterling is to be translated into sterling using the
average exchange rate for the year ending with 31 March in the tax
year in which the relevant withdrawal is paid.

(4C) A relevant withdrawal within subsection (4A)(e) is, if it meets the
conditions in subsection (1)(b) and (c), treated for the purposes of
this Part as a pension to which section 573 applies.”

(5) In each of subsections (5) to (7) omit “non-UK income”.

(6) In subsection (8)—

(@) for the definition of “flexible drawdown arrangement” titute =
““member’s flexi-access drawdown TuMg” and
“dependant’s flexi-access drawdowgffUIIRK’ the
% ragraphs
' d

same meaning as in Part 4 of FA 2004
(b) omit the definition of “relevant non-UK incaglle wilydrawal”.

8A and 22A of Schedule 28 to E

(7) The amendments made by this paragraph come into fONyg on 6 April 2015.

77 In section 164(2) of FA 2004 (provisign t
prescribing authorised payments) afté
Schedule insert—

“(cb) include provision ha
prescribed payment i b relevant withdrawal for the
purposes of section 579CA of ITEPA 2003,
(cc) include, provisiogfhaving the effect that the making of a
i a pension scheme that is not a registered pension
ere the payment would be a prescribed payment

be made in regulations
hph (ca) inserted by this







	1 Provision for pension flexibility etc
	2 Citation, interpretation and consequential amendments
	Schedule
	Pension flexibility etc
	Drawdown pensions
	Annual cap on pension drawdown abolished for flexi-access drawdown funds
	Flexi-access drawdown funds
	Further drawdown amendments
	Related amendment in Part 9 of ITEPA 2003
	Repeal of provisions relating to pre-6 April 2015 flexible drawdown

	Annuities
	Reduction of restrictions on new annuities
	Further annuities amendments
	Consequential amendment

	Pension payments out of uncrystallised funds
	Definitions etc
	Related amendments in Part 9 of ITEPA 2003

	Annual allowances
	Basic structure of the annual allowance charge
	Annual allowance charge where rights have been flexibly accessed
	Further amendments

	Miscellaneous amendments
	Pension commencement lump sums
	Trivial commutation lump sums and small pot lump sums
	Trivial commutation lump sum death benefits
	Winding-up lump sum death benefit
	Early lifetime annuities
	Individuals who on 5 April 2006 had actual right to payment of pensions
	Power to make certain payments
	Temporary non-residence






