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Core Unit 1A – Understanding Retirement Provision
Assignment 1 Notes
(Part 1 – Providing for Retirement)

Recommended Time: 2 Hours

1. Outline the importance of the Finance Act 2004.
5 marks
Your answer should cover the following:
· Introduced the current pensions tax regime
· Consolidate and simplify
· Effective 6 April 2006
· Tax advantages provided the scheme is registered with HMRC
· Underlying principle remained the same, income in retirement which would be taxed
· Working towards flexible retirement.
(Relevant section of the manual is Part 1 Chapter 1.4.3)

2. During a recent client meeting, you been asked to prepare a briefing paper that explains the obstacles employees are faced with when saving for retirement. 
20 marks
Your answer should be in the format of a paper and cover the following:
· Rise in welfare state
· Affordability
· Behaviour
· Culture
· Economic and Demographic factors
· Longevity
· Investment returns not as high as anticipated
· Behaviour barriers
· Complexity of the pension saving system
· Covid-19
· MAPs – national strategy to improve the country’s financial wellbeing
· The gender pensions gap
(Relevant section of the manual is Part 1 Chapter 2.1.1)

3. Outline how the State Pension Age is changing. 
5 marks
Your answer should cover the following:
· Prior to April 2010, SPA was 65 for men and 60 for females.
· PA 1995 SPA to gradually increase so that by 2018 it was aligned to 65
· PA 2011 SPA increased from 65 to 66 between 2018 and 2020
· Current legislation, unisex SPA to gradually increase to 68 by 2046.
· 66 to 67 between 2026 and 2028
· 67 to 68 between 2044 and 2046.
(Relevant section of the manual is Part 1 Chapter 2.2.3)


4. You are a benefits consultant and have been asked to write a paper on the different types of Individual Savings Accounts available which can provide an income in retirement in addition to pensions.
20 marks
Your answer should be in the format of a paper and cover the following:
ISAs/NISAs
· Introduced April 1999
· Tax-privileged savings vehicles
· Exempt from paying tax on income within ISA
· 4 types – cash, stocks and shares, Innovative Finance & Lifetime.
· From 6 April 2024 – split savings between different type of ISAs within the total limit.
· July 2014 – NISA
2 types, cash and stock & shares. Limit increased to £20,000 from 2017/18.
· April 2016 – Innovative Finance ISA
· Peer to peer loans 
· Contributions paid out of taxed money, but no further taxation is applied
· Money can be withdrawn at any time
· Additional flexibility

Help to Buy ISAs 
· Budget 2015
· Help those savings for a first home
· 25% bonus when house purchased
· New savers until 30 November 2019
· Open to contributions until 2029
· Any bonus must be claimed by December 2030

LISAs
· Introduced April 2017
· Under 40
· Deposit for first home / retirement income
· Age between 18 and 40
· Contribute up to £4k a year
· Until 50
· Sit within the £20k limit
· Can transfer from other ISAs into it
· Can withdraw for first home after 12 months of opening or withdraw from age 60. Otherwise, a withdrawal charge applied.

(Relevant section of the manual is Part 1 Chapters 2.3.1)


5. List the scenarios where an individual or company must be authorised by a regulator. 
10 marks
Your answer should cover the following:
· Give advice
· Arrange transactions
· Deal in (buying, selling or investments)
· Manage
· Insurance policies
· Additional voluntary contributions
· Investment options
· Group life assurance policies
· Group permanent health insurance.
(Relevant section of the manual the Part 1 Chapters 2.4.5)

6. Explain the concept of the pension advice allowance. 
10 marks
Your answer should cover the following:
· Introduced in April 2017
· Providers/schemes to allow money purchase members to take £500 tax free to redeem against the cost of financial advice
· Applies to payments on or after 6 April 2017
· No more than once in a tax year and up to 3 occasions
· Only from money purchase arrangements
· Must be used for retirement financial advice
· Paid directly from the scheme to the adviser
· Self-declaration system.




(Relevant section of the manual is Part 1 Chapters 2.4.6)

7. As a pensions manager it is key to have members engaged in the process of saving for retirement. Please prepare a paper explaining the importance of effective communication and how to make communications effective.
20 marks
Your answer should be in the format of a paper and cover the following:
· Getting the right message across
· Right person
· Right time
· Members with lack of understanding may make ill-formed decisions or take no action
· Significant importance of DC members as many of the important decisions are taken by the members themselves
· Clear about the purpose
· Key messages
· Target audience
· Clear, helpful and relevant
· Timely
· Suitable method of delivery – linked to understanding the audience. Electronic communications are also widely used.
· Information they need throughout their scheme membership
· Communication is consistent
· Various industry guides to help trustees communicate with members giving good practice suggestions
(Relevant sections of the manual are Part 1 Chapter 2.4.1, 2.4.3 & 2.4.4)


8. Explain the difference between partial and late retirement. 
10 marks
Your answer should cover the following:
· Partial retirement enables members to reduce the number of hours they are work & drawing on their pension
· Earn a salary for a longer period while easing their way into retirement
· Late retirement allows member to retire after NRD
· Default retirement age was abolished 1 October 2011
· Cannot automatically retire employees because they have reached 65
· Although Courts have found in favour of compulsory retirement age where it was proportionate means of achieving legitimate aims.
	(Relevant section of the manual is Part 1 Chapter 2.1.4)


PUBLIC - Unrestricted Access

PUBLIC - Unrestricted Access

image1.jpg
PMI




