Pensions News
November 2013

Welcome to the November
edition of Pensions News
In this edition:
 You’ll find the latest news including details of the changes to the maximum level of pension
savings available from April 2014 and proposed changes to the State Pension.
 There’s an update on the Plan’s accounts and investments as at 5 April 2013.
 You’ll also find a list of useful pension websites to help you with your retirement planning.
We hope you find this newsletter helpful. If you have any questions about the information
provided please get in touch with the Plan Administrators (see page 8 for contact details).
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What’s in the news?
Plan news

Transfer values
In previous editions of Pensions News we’ve advised that due to the Plan’s funding level, anyone requesting a
transfer out of the Plan will not receive the full transfer value for their pension. Due to recent improvements in the
funding level and our confidence in continuing support from the Company, we will now pay out full transfer values.
We will of course continue to monitor the situation but we hope that this will be good news for members.

Pensions for dependants of civil partners
If you die whilst you are a member of the Plan and are in a civil partnership your surviving partner is entitled to a
dependant’s pension. We have recently made a change to the Plan rules to allow civil partners to receive a full
dependant’s pension.
Previously in accordance with UK law, surviving partners were only entitled to a dependant’s pension based on
your Plan membership from 4 December 2005.

Other news
UK workers not prepared for retirement
Recent research suggests that UK workers are amongst the worst-prepared in the world when it comes to
making adequate provision for their retirement. Figures from HSBC suggest that, whilst the average length of
retirement in Britain is 19 years, the average pensioner’s retirement savings will only last for seven. More than half
of the current UK working population is not putting enough aside for when they stop working, and one in five are
not saving at all.
Figures from the National Employment and Savings Trust (NEST) obtained
this year show that 70 per cent of UK private sector workers do not
currently pay into a pension scheme.
In addition the Office for National Statistics found that the number of
‘active’ pension savers in the UK fell from 12.2 million at its peak in 1967,
to 8.2 million in 2011.
Have you looked at your finances recently?
Do you know whether the amount you’re saving will be enough for the
lifestyle you want in retirement? If it isn’t, there are steps you can take to
improve your retirement outcome:
 You can pay extra contributions – the Top-Up Account is a great
way of doing this. You have flexibility over how much you pay in and
where your money is invested to help it meet your needs. You also
get extra Company contributions up to certain limits which help your
savings grow faster. Contact Towers Watson or the Howden Pension
Department (020 7535 1152) for further information.
 If you’re already paying into the Top-Up Account, could you pay more
in? Do you need to review where your money is invested? If you do,
visit https://epa.towerswatson.com
 If you can’t afford to pay more money in, you may want to consider
working longer to increase your pension.
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17% of your
colleagues have
started using ePA.
Have you?
ePA stands for ‘Electronic
Pensions Administration’. Don’t
forget using it instead of contacting
the Plan Administrators directly
could help us cut some of the
Plan’s costs. So why not log in
and:
 Use the pension calculator to
find out instantly how much you
might get in retirement.
 Access previous benefit
statements.
 Update your personal details
including your email and home
address.
 Update your Expression of
Wish Form.

Update on State benefits
The Government has proposed some changes to State Pension benefits.
New flat rate State Pension
In January 2013 the Government confirmed its plans for a new, simplified flat-rate State Pension, likely to start in
April 2016. Currently, the basic State Pension is paid at a weekly rate of £110.15 (2013/2014 tax year) subject
to certain eligibility criteria. (You may also be entitled to Additional State Pension depending on your individual
circumstances.)
The new single tier flat-rate State Pension would see the existing basic State Pension and State Second Pension
merge. This means that anyone who reaches State Pension age after April 2016, and has a record of at least 35
years’ National Insurance contributions, will be entitled to receive £144 per week (in today’s money). You can get
a State Pension forecast by visiting www.gov.uk
The proposed changes to the State Pension will not affect anyone who has already reached State Pension age
by the time the reforms take effect.
State Pension age could rise again
The State Pension age is rising: by 2020 it will be 66 for both men and women, and there are plans for this to
increase again to 67 by 2028. The main reason for the proposed increase is the ever improving life expectancy of
UK citizens. Remember that your Normal Retirement Age for any pension earned in the Core Plan is linked to the
State Pension age.
Pensioner benefits currently cost the UK around £90 billion, and raising the State Pension age further (therefore
delaying payments until later in life and requiring people to work for longer) is one way in which the Government
can control expenditure.

Update on our Annual Management Charges
You’ll have seen a lot of comment in the press recently about restricting the Annual Management Charges (AMC)
made on people’s defined contribution pension pots to between 0.75% and 1%. We’re pleased to remind you
that for the majority of the Plan’s Top-Up Account funds the AMC is less than a 1/3 rd of these amounts. You can
find full details of the fund charges in the ‘Top-Up Account Annual Management Charges’ document available at
www.howdenjoinerypensions.co.uk under ‘downloads’.
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Do you already have significant pension savings?
New fixed protection from April 2014
On 6 April 2014 the Government will reduce the lifetime allowance from £1.5 million to £1.25 million. Any pension
savings above this level will incur a significant tax charge.
Two new forms of protection, ‘fixed protection 2014’ and ‘individual protection 2014’ will be available to help
anyone who made saving plans based on the £1.5 million limit:
 Fixed protection 2014: You will be able to choose to maintain a lifetime allowance of £1.5 million, but the
amount of future pension that you can build up will be limited. Fixed protection 2014 must be applied for
by 5 April 2014.
 Individual protection 2014: If you already have pension savings above £1.25 million as at 5 April 2014, you will
be able to elect to protect the value up to a maximum of £1.5 million. Individual protection 2014 must be
applied for by April 2017.
Note: before applying for individual protection 2014 you must give up any previous primary, enhanced or fixed
protection you had before 2014.
For further information about the new forms of protection visit www.hmrc.gov.uk

Annual allowance statements
The annual allowance is reducing from £50,000 to £40,000 from 6 April 2014.
We already send annual allowance statements to contributing Plan 50 members. It is possible that some
Plan 70 members may be affected by this reduction and so from next year we will also be issuing annual
allowance statements to contributing Plan 70 members. We intend to issue these alongside your annual benefit
statements in summer 2014.
Please note we only consider pension savings in the Plan including your savings into the Top-Up Account. If
you have savings in any other pension arrangements it’s your responsibility to take them all into account when
considering whether you will exceed the annual allowance limit.
If you think you may be affected by the new restrictions you should speak to a financial adviser and take
appropriate action. If you don’t have an adviser visit www.unbiased.co.uk for a list of advisers in your area.

Jargon explained
Annual allowance
The maximum pension savings
you can build up in one year and
benefit from tax-relief.

Lifetime allowance
The maximum amount of pension
benefits you can take over your
lifetime without incurring an
additional tax charge.
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The numbers

£000s

Fund value as at 6 April 2012

689,896

The contributions to the Plan come from the following
sources.

Money in
ÏÏ Contributions
ÏÏ Transfers into the Plan
ÏÏ Claims on term insurance policies / other income
ÏÏ Change in value of investments
ÏÏ Total money in

48,273
173
1,010
77,018
126,474

Money out
ÐÐ Benefits paid to members

19,450
1,640

ÐÐ Insurance premiums

508

ÐÐ Total money out

Fund value as at 5 April 2013*

Core Plan

£000s

Employer
Normal employer contributions

1,096
22,694

7,577

Extra contributions to clear the deficit

35,000

Total employer contributions

42,577

Employee
Employee contributions**
Total contributions paid to 5 April 2013

Top-Up Account

ÐÐ Payments to leavers

ÐÐ Administration expenses

Contributions

3,926
46,503

£000s

Employer

882

Employee**

888

Total contributions paid to 5 April 2013
Total contributions from Core Plan
and Top-Up Account

1,770

48,273

**Includes employee contributions paid by Salary Exchange

793,676

*Note: This includes £13.8 million in respect of Top-Up Accounts and additional voluntary contributions (AVCs).
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Membership
5 April 2013
Total: 11,594

2,182
Active
members

5 April 2012
Total: 11,615

6,698
Deferred
members

2,714
Pensioner
members

2,240
Active
members

6,771
Deferred
members

2,604
Pensioner
members

Expression of Wish Forms
We had a really good response with people returning updated Expression of Wish Forms included with
July’s Pensions News. Please remember to keep this up to date. You can do this online at ePA
https://epa.towerswatson.com

Jargon explained
Active member
A member of the Plan who is still paying contributions and is employed by the Company.

Deferred member
If you no longer work for the Company and haven’t reached your Normal Retirement Date, your pension benefits
are held by the Plan until you retire. You are known as a deferred member.

Pensioner member
A member who is receiving a monthly pension from the Plan.
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Investments – the Core Plan
Our strategy
All member and employer contributions paid into the Core Plan are held in a single fund.
We invest the money to try to make sure we have enough to pay each member’s pension when they retire.
To make sure we’re on track, we regularly review our investments with our advisers.

Where the Plan’s money was invested on 5 April 2013
Full breakdown of investments

%

Passive (Index Tracking Funds)
UK Equities

4.3

Overseas Equities

13.7

Corporate Bonds

11.7

Index Linked-Gilts

21.5

Overseas Bond Index Hedged

2.8

Cash

3.1

Low Volatility Equities
TOBAM

10.2

Analytic

8.1

Absolute Return
Standard Life

6.2

Private Equity funds
HarbourVest

4.4

Standard Life

4.3

Hedge funds
Blackstone

5.6

Property
Threadneedle

2.0

Aviva

2.0

Total

100

Note: these figures total less than 100% due to rounding
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Pensions online
Here’s a list of useful websites. Please let us know if you’ve found others you think would be helpful for other
members.
https://epa.towerswatson.com log in to ePA website to view your account details.
www.howdenjoinerypensions.co.uk a dedicated website for members of the Plan.
www.gov.uk here you can information about the State Pension, finding lost pensions and much more.
www.moneyadviceservice.org.uk visit the Money Advice Service website for tips on retirement and financial
planning.
www.unbiased.co.uk this website provides a list of financial advisers in your area.

We’re here to help
You can get in touch with the Plan Administrators for any questions you may have:
 about the content of the newsletter;
 for the Trustee Directors; or
 about your pension.
Howden Joinery Pension Plan
c/o Towers Watson Ltd
PO Box 545
Redhill
Surrey RH1 1YX
01707 607616
 howdenjoinerypensions@towerswatson.com
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