
Welcome to our first breakfast seminar of 2016
for what will no doubt be another interesting year.

Whilst we often focus on private pension provision
most people will rely heavily on a state pension
for a significant part of their retirement income.
The communication of state benefits is likely to
continue to hit the headlines throughout 2016. As
part of the pension industry we should all be
helping to manage expectations and provide clear
information.

We are delighted to welcome Malcolm McLean as
our guest speaker. As the former Chief Executive
of TPAS, Malcolm has an extensive knowledge of
all aspects of the UK pensions industry. He has
often challenged the pension industry in how it
communicates with members and he will be
presenting on the detail of the state pension
changes, how individuals will be impacted and
where the private sector can help.

Meanwhile our new Minister for Pensions must be
delighted that having tried for years to get women
more engaged with pensions, it now races to the
top of the agenda through WASPI (Women
Against State Pension Inequality).

Amanda Burden from Pi Consulting will be looking
in more detail at whether WASPI have a case?
Are they right when they state that they are the
generation that pensions forgot? And what
potential impact might their campaign have on the
future of pension communication.

Seminar details:

 1¼ hours of PMI CPD may be recorded for Pi 
seminars, based on your assessment of the 
seminar’s value to you

 Venue:       The UK Chamber of Shipping, 
30 Park Street, London, 
SE1 9EQ

 Timings:     8.45 a.m. arrival and breakfast
9.15 a.m. - 10.20 a.m. seminar
10.30 a.m. finish and refreshments

We look forward to seeing you and would be
grateful if you could advise your availability by
telephoning Jennie McMurtry on 020 8879 6500
or by e-mailing us at events@piconsulting.co.uk

Please do share this invitation with any colleagues
you feel would benefit from attending.
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State Pensions: 
Everything you wanted to 

know (but were afraid to ask)

Breakfast Seminar 

Agenda

0845 Arrival, registration and breakfast

0915 Welcome and opening comments                               Roger Cooper, Pi Consulting

0925 State Pensions in the 21st Century Malcolm McLean, Barnett Waddingham

0955 The case for WASPI? Amanda Burden, Pi Consulting

1015 Open forum

1030 Finish and refreshments
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30 Park Street
London
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0915 Opening comments 
Roger Cooper, Pi Consulting

0925 State Pensions in the 21st Century
Malcolm McLean, Barnett Waddingham

1000 The case for WASPI?
Amanda Burden, Pi Consulting

1020 Open Forum

1030 Finish and refreshments
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A riddle, wrapped in a  
mystery, inside an enigma.
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• Time for pension industry to engage

• Impact on a generation

• Reputational consequences?
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Our present confusing state pension

• Basic state pension (BSP)

• Additional pension (SERPS, S2P)

• Graduated retirement benefit (GRB)

• Pension credit (means-tested top-up)

• Age and NI contribution requirements

• NI credits, HRP et al

• Disadvantages low paid and women 
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The new “simple” state pension (nSP)

• Single tier 

• For new pensioners from 6 April 2016

• Men born on or after 6 April 1951

• Women born on or after 6 April 1953

• 35 qualifying years NI needed for full rate 
(£155.65) 

• Starting level on 6 April 2016 – takes account of 
established entitlement to date of BSP and 
SERPS/S2P with a deduction for contracting-out 
rebates 

• Full rate higher than pension credit threshold. 
Triple lock protected
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What Steve Webb wanted

• A new state pension simpler and easier to

understand

• Swept away all the different components

in old system into  single, flat-rate pension

• Pitched at level higher than the pension

credit threshold

• Thus avoiding risk of overlap with means-

tested benefits

• Providing baseline and incentive to save

into private pension plan

• Discouraging opt-outs from auto-

enrolment
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What response did he get from the 

Treasury?

Essentially

“ Do what you like, Steve, 

just so long as it doesn’t 

cost any extra money!”
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NIL Cost –
Winners and Losers 
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Winners

• Low earners

• Part time workers

• Self employed

• Example: Assuming no SERPS/S2P and full 35

year NI record, nSP £155.65pw instead of

£119.30, increase of £36.35pw
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Losers

• Young middle/higher earners

• New minimum 10 NI qualifying years

• Some spouses, widow(er)s & divorcees

• Abolition of over 80’s pensions

• Abolition of Savings Credit

• Abolition of lump sum option for deferred 
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• Less generous “accrual rate” on deferral 



Losers

• Young middle/higher earners

Many better off under old system, e.g. BSP 

£119.30 + £160 S2P (max) = £279.30 instead of 

capped flat rate of £155.65pw 



Losers

• New minimum 10 NI qualifying years

9 qualifying years under old system = 9/30ths x 

£119.30 = £35.79. NIL under nSP. Would need 

to buy an extra year Class 3 NI costing about 

£730 to obtain pension 10/35ths x £155.65 = 

£44.48pw



Losers

• Some spouses, widow(er)s & divorcees

Spouse’s pension up to 60% of £119.30 = 

£71.58 not generally available under nSP. 

Similarly widows & divorcees will in future in 

the main have to rely on their own NI record 

not use their late/ex-partner’s record  



Losers

• Abolition of over 80’s pensions

Non-contributory pension formerly  paid to 

someone with no state pension or one less than 

£69.50pw in 2015/16. 



Losers

• Abolition of Savings Credit

The extra element of Pension Credit for people 

who have made some saving towards their 

retirement currently paid to a maximum of 

£14.82pw for a single person, £17.43 for a 

couple 



Losers

• Abolition of lump sum option for deferred 

pensions

Not strictly speaking a loss in monetary terms 

but  removal of an option to defer the pension 

for at least a year and have the deferred total 

increased by a rate of interest 2% above the 

Bank o0f England base rate 



Losers

• Less generous “accrual rate” on deferral

From 6 April 2016 the increase for delaying 

receiving the state pension reduces from 10.4% 

for a year’s deferral to 5.8% 



Transitional arrangements

• Foundation amount 

• Contracting- out (rebate derived amount) 

deduction

• Protection for spouses who have paid 

reduced NI liability in the past 35 years 



Transitional arrangements

• Foundation amount 

Individual’s starting level of  nSP as at 6 April 

2016 based on their entitlement to date under 

either old system or the new (hypothetically)

If less than £155.65 can continue to build up to 

this level through continuing NI up to SPA. If 

more (e.g. BSP £119.30 + SERPS £67 = 

£186.30)will not build up any extra nSP but 

excess £30.65  allowed as  “protected payment”  



Transitional arrangements

• Contracting- out (rebate derived amount) 
deduction

Broadly speaking represents addl pension 
(SERPS/S2P) that would have been payable if 
hadn’t contracted out. 

EG - man aged 55 with 30 yrs contracted out NI has 
an assessed starting amount of £149.30. 
Contracting-out deduction would apply but limited 
to £30 to leave him with £119.30 (BSP figure). He 
could then build up extra pension at the rate of 
£4.40 a year (1/35th of £155.65) up to the full rate 
through continuing NI. 



Transitional arrangements

• Protection for spouses who have paid reduced NI 

liability in  past 35 years 

This allows a married woman, for example, as now 

to claim pension of up to 60% of her husband’s 

pension when necessary. 

This concession and others relating to widow(er)s 

and divorcees will not apply without or outside the 

35 year window. On the 2016/17 rates the pension 

would be 60% X £119.30 = £71.58pw.



Challenges for Government going forward

• Establishing foundation amounts for the

entire working age population

• Identifying transitional rights for married

women post-2016

• Two  separate systems for pre and post-2016

pensioners for next 40 years



Challenges for the Pensions Industry

• Ending of contracting-out and loss of NI 

Rebates

• Reappraisal of “integrated scheme” 

arrangements  

• GMP reconciliation 



NI Rebates

NI rebates currently:

• 3.4% of ‘Band Earnings’* to employer

• 1.4% of ‘Band Earnings’ to employee

*Band Earnings are taxable pay between Lower and 

Upper Earnings Limits (£5,824 and £42,385pa for 

2015/16 tax-year).
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Loss of NI Rebates- impact

Salary Increased Employee NI Increased Employer NI

£10,000 £58 142 

£20,000 £198 482 

£30,000 £338 822 

£40,000 £478 1,162 

£42,385 and above £479 1,163

30

.



Conclusions

• Good concept but not quite “best thing since 

sliced bread”

• In the short term not “more generous, flat-

rate, easier-to-understand”   

• Nil cost overall - Losers as well as winners

• Redistributive in nature – Webb influence?

• Read across issues for the Industry



Regulatory Information

• The information in this presentation is based on our understanding of current 

taxation law, proposed legislation and HM Revenue & Customs practice, which 

may be subject to future variation.

• This presentation is not intended to provide and must not be construed as 

regulated investment advice.  Returns are not guaranteed and the value of 

investments may go down as well as up.

• Barnett Waddingham LLP is a limited liability partnership registered in England 

and Wales. Registered Number OC307678. Registered Office: Cheapside House, 

138 Cheapside, London, EC2V 6BW

• Barnett Waddingham LLP is authorised and regulated by the Financial Conduct 

Authority and is licensed by the Institute and Faculty of Actuaries for a range of 

investment business activities.
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Support 
Across the
Media

#

Parliament
debate

150,000

FACEBOOK
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• 1995 Pension Act – Part II State 
Pensions

• Threshold for increases introduced

• 2010 - 2020

• e.g. 5 October 1954- 6th March 2019  ( 64 years 5 months)
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• Advertorials in 2000

• Women’s magazines and TV listings

• Individual letters issued

• April 2009- March 2011
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• Transition accelerated to 2018

• plus move to 66

• Bill passed by 287 – 242 votes

e.g. 5th October 1954- 6th September 2020   (65 years and 11 
months)
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• Second wave of letters
• January 2012- February 2012

• 300,000 women worse affected
• 5 1/2- 7 years notice
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• Specific to 1950’s women

• Part timers generally excluded from 
scheme until 1990’s

• Carers/ childcare reduced NI /income

• Pension sharing on divorce

• Married women’s NI
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• New guidance must have 10 years 
notice

• Crucial information would have 
changed  voting on 2011 bill
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• Compared to men

• Was there time to plan?

• Impact on other benefits
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• Transition protection?

• Supplementary income ?

• Is it achievable?
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• On employers?

• On the pension industry?

• On  the state?



©Pi Consulting 2016 The home of good  pension 
scheme governance

• People aren’t disengaged about 
pensions

• Using the right media
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Future seminar dates for your diary:

Thursday, 19 May 2016
Thursday, 8 September 2016
Thursday, 24 November 2016
Thursday, 23 February 2017

If you have any suggestions for future seminar topics, 
please let us know.
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 We would welcome your feedback on:
 Subject

 Content

 Format of session

 Time

 Venue

 Arrangements

 Please email us at feedback@piconsulting.co.uk
or via the seminar page on our website 
www.piconsulting.co.uk

mailto:feedback@piconsulting.co.uk
http://www.piconsulting.co.uk/
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