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Issue 101: Early retirement faces a "cliff edge"
change

While the issues of living longer are looming large for pension schemes at present, at the other end of

the pension spectrum, changes are soon to come into operation to the lowest age that most people can
retire. From 6 April 2010, this will increase from 50 to 55, with the only exceptions being for those in ill-
health - who can retire at any age - and those with a 'protected pension age' (which we discuss below).

Among other implications, this means that if some scheme members who, subject to consent, are
eligible to retire early, delay their decision, they may have to wait for up to five years for a further
opportunity.

Who is affected?

The change potentially affects those who will be aged between 50 and 55 on 6 April 2010. These
members may be able to start drawing their pension benefits before 6 April 2010. However, there will be
a window of up to five years, between 6 April 2010 and the member's 55th birthday, during which the
member will not be able to retire unless they have a protected pension age.

It may also be significant for any younger members who have been planning to retire in their early fifties,
and will now not be able to do so.

This will be a sudden 'cliff edge' change, as most schemes have not amended their rules to phase in the
change earlier than required.

Who can have a 'protected pension age'?
Members of occupational pension schemes who are entitled to take their benefits between ages 50 and

55 will now be protected. Those who are entitled to take their benefits below age 50 are already
protected.

Being 'entitled' to benefits means that the member does not require any consent in order to take their
benefits at the relevant age. Benefits can be reduced on account of early retirement, under the scheme
rules, without affecting the protected age. The protected age can also be dependent on certain
contingencies, such as redundancy or leaving service, but not the exercise of future discretion (such as
a requirement for employer or trustee consent).

Providing the conditions set out below are met, then retirement at the relevant age is an automatic right
- neither the member nor the scheme have to apply for protection. The right is also generally maintained
if the member is part of a bulk transfer between schemes.
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For members of occupational schemes the conditions that must be met are:

e The member must have had an actual or contingent entitiement to retire at that age on 5 April
2006;
The scheme's rules as at 10 December 2003 must have provided for such entitliement;

e That provision would have applied to the member had he/she been a member of the scheme on
10 December 2003;

e The member must take all his/her benefits from the scheme in one go; and

o If the protected pension age is 50 or over, the member generally cannot be employed by the
same employer, or a related employer, for six months following retirement (or one month in a
materially different role).

For those with personal pensions, the conditions are more restrictive. There is only protection for those
currently entitled to take benefits before age 50. This only applies to individuals in prescribed
occupations, such as sportsmen.

Actions required
There are a number of actions that trustees and employers need to take in the run up to 6 April 2010:

e Ensure that members know about and understand the change - members may have been told
about this change when it was introduced as part of the 2006 tax changes but now that the
change is imminent it is worth reminding members, ;

e Consider whether there will be a surge in early retirement applications from members in their
early fifties who will not be able to retire for a period after 6 April 2010;

o Trustees of defined benefit schemes may need to assess their cashflow requirements to meet
any increase in retirements over the next year, particularly if members are likely to take the
maximum tax-free lump sum;

o If consent is required for early retirement between ages 50 and 55, review your current consent
policy to ensure it remains appropriate for a potential rise in applications; and

o Establish whether any members will now have a protected pension age.

If you have any questions on this Spotlight please contact your usual Hewitt contact or Philip
Coomber (+44 (0) 117 9416219)

If you would like to receive these bulletins by e-mail, please contact spotlight.enquiries@hewitt.com.

Copyright © 2009 Hewitt Associates Limited 2
Hewitt Associates Limited is registered in England & Wales. Registered No: 4396810.
Registered Office: 6 More London Place, London SE1 2DA

Nothing in this document should be treated as an authoritative statement of the law on any particular aspect or in any specific case.
It should not be taken as financial advice and action should not be taken as a result of this document alone. Consultants will be
pleased to answer questions on its contents, but cannot give individual financial advice. Individuals are recommended to seek
independent financial advice in respect of their own circumstances.


mailto:philip.coomber@hewitt.com
mailto:philip.coomber@hewitt.com


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.5
  /CompressObjects /All
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /JPXEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG2000
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /JPXEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG2000
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /SyntheticBoldness 1.000000
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Hewitt Standard for Acrobat 6.0 Compatibility)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


