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Mind the gap - the MPAA is worth £8,480 a year less in rerms
than when first introduced in 2015

¢ Adjusted for rising prices, the Money Purchase Annual Allowance should have reached
£12,480.

o Instead, it was cut and then frozen at £4,000, subjecting thousands more pension
savers each year to onerous rules.

e Just Group urges Chancellor to implement more generous allowances to encourage
older people back to work and limit the numbers facing unexpected tax charges.

Thousands of savers aged 55+ who have taken a flexible payment from their pension are
hamstrung from saving for retirement and risk unexpected tax bills, due to government failure to
inflation-adjust limits on how much they can save into pensions.

Analysis by retirement specialist Just Group shows that the Money Purchase Annual Allowance
(MPAA), which was £10,000 when it was first introduced in 2015, would now be worth £12,480 if
adjusted for rising prices.

Instead, the allowance was cut to £4,000 in 2017 where it has remained frozen despite inflation
picking up sharply in recent months. In real terms, that means the MPAA is £8,480 less than when it
first came into force.
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top of that, wage growth has picked up resulting in higher pension savings. A low MPAA and higher
pensions savings see many people either hamstrung in how much they can save or subject to
unexpected tax charges.
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“We would like to see the Chancellor of the Exchequer increase the MPAA in the Spring Budget
because the government needs to encourage more of those aged 55+ back into the workforce.”

HMRC figures show that, since 2015, more than 2 million people have taken flexible payments worth
£60 billion from pensions. Another 250,000 join them each year, becoming subject to the MPAA
rules while many are continuing to work and contribute to pensions.

“Once you take a flexible payment, you become personally responsible for calculating your total
pension input each year. You must tell HMRC if the total amount going into a defined contribution
pension - including personal and employer contributions plus tax relief - exceeds the MPAA and pay
any tax on the excess.”

He said that not all withdrawals from pensions are flexible withdrawals, potentially adding to the
confusion. Those using their entitlement to take up to 25% tax free cash will not be subject to the
MPAA, along with those withdrawing small pension pots worth up to £10,000 or using their
retirement fund to buy a guaranteed income for life from a pension annuity.

“The rules are complicated which is why we recommend people take the free, independent and
impartial guidance from Pension Wise and, ideally, regulated advice from a professional adviser,”
said Stephen Lowe.

“That should help people understand their responsibilities and the consequences of decisions to
take pension funds early. It’s not just unexpected tax charges but also the fact that pensions are a
valuable perk so you really don’t want to miss out on tax-relief.”
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Notes to Editors:

About Just
Just (Just Group plc) is a FTSE-listed specialist UK financial services company.

A leader in the individual retirement income, care and defined benefit de-risking markets, Just has been
trusted to manage around £23 billion of customers’ retirement savings and has helped customers
release more than £6 billion from their properties.

Just provides the following wide range of products, advice and professional services to individual
customers, financial intermediaries, corporate clients and pension scheme trustees:
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News release

Marketed Products
e De-risking solutions for pension scheme trustees who want to remove the financial uncertainty
of operating defined benefit pension schemes;

e Individually underwritten retirement income products delivering a guaranteed income for life;

e Long term care plans that provide those people moving into residential care with peace of mind
by knowing a regular payment will be made to the care provider for the rest of their life;

o Lifetime mortgages for people who want to safely release some of the value from their home.

Professional services

e Regulated financial advice and guidance services for individuals wanting help in using their
pension savings and/or releasing some of the value from their home; and

e A range of business services tailored for our corporate clients, ranging from consultancy and
software development to fully outsourced customer service delivery and marketing services.

The companies within Just Group are authorised and regulated in the United Kingdom by the Financial
Conduct Authority and / or the Prudential Regulation Authority.

Just Group plcis registered in England and Wales with company number

08568957. Its registered office is at Enterprise House, Bancroft Road, Reigate, ¢
Surrey, RH2 7RP. Just is a trading name used by Just Group plc and its group www.justg roupplc.co.uk

companies. For information about Just Group plc and its group companies

visit www.justgroupplc.co.uk or www.wearejust.co.uk. Please contact us if O @wea rejust pr
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