
When clients take benefits from their accumulated 
pension savings there are usually one or more 
common goals they are looking to achieve, for 
example:

• Effectively control the point at which they begin 
to pay basic or higher rate tax on their pension 
income

• Making efficient use of their tax-free cash (TFC) 
entitlement and Personal Allowance

• For people with larger pots, try and leave the 
pension pot as intact as possible for inheritance tax 
mitigation. 

The Retirement Account (TRA) allows phased 
drawdown which can be either automated or ad-hoc.

The Retirement Account
Phased Drawdown

For adviser use only

Clients can control the 
mix of tax-free cash and 
taxable income they need



Option 2 
Take his full tax-free cash entitlement of £125,000 and place the money in his bank account. He can 
then take a tax-free income of £18,000 each year from this amount*, with £375,000 moved into Pension 
Drawdown.

• Martin would pay no income tax  

• On his death, the remainder of any tax-free cash he hasn’t yet taken may form part of his estate

• There is no opportunity of generating any additional tax-free cash in the future

• He does not make use his Personal Allowance at all

*Martin’s tax-free cash would only last for around 7 years at which point he would have to take taxable   
  income from Pension Drawdown

Option 3 
Set up an automated regular crystallisation which means that any combination of tax-free cash and 
taxable income can be used. Martin crystallises £72,000 each year and can then use the tax-free cash 
element of £18,000 to pay his income, with £54,000 being moved into Pension Drawdown.

• Martin would pay no income tax

• There is the potential to take advantage of generating more tax-free cash (assuming investments grow)

• He does not make use of his Personal Allowance at all
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Option 4 
Set up an automated regular crystallisation which means that any combination of tax-free cash and 
taxable income can be used. Martin crystallises £21,720 of his Pension Savings into Pension Drawdown 
each year. This generates tax-free cash of £5,430 per annum. He takes an additional £12,570 from 
Pension Drawdown which is also tax-free as it falls within his personal allowance. The remaining 
£3,720 is moved into Pension Drawdown. 

• Martin would pay no income tax

• There is the potential to take advantage of generating more tax-free cash  
(assuming investments grow)

• He used his full Personal Allowance effectively

What are his options?
Option 1 
Take his full tax-free cash entitlement of £125,000 (by crystallising all of his Pension Savings) and 
place the money in his bank account. He can then take a taxable income from the £375,000 moved 
into Pension Drawdown.

• Martin would pay income tax of £1,303 each year    

• On his death, the £125,000 tax-free cash may form part of his estate for inheritance tax

• There is no opportunity of generating any additional tax-free cash in the future
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Martin has Pension Savings 
of £500,000 and he wants to 
generate a net income of £18,000 
each year. The Personal Allowance 
for 2021/22 is £12,570 and Martin 
has no other taxable earnings. 

Example 1 – Meet Martin
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What are his options?
Tim could make use of options 1, 2 or 4 as described for Martin but none of them work 
effectively for him. And being a higher rate tax payer, he would be subject to tax at the 
higher rate where applicable.

Option 3 could be the better choice

Tim’s adviser recommends this option because he can use any combination of tax-free 
cash and taxable income. This means Tim can crystallise £20,000 each year.

Tim would pay no income tax (£5,000 is tax-free and the remaining £15,000 is moved 
into Pension Drawdown for taxable benefits whenever he wants them)

• Tim would pay no income tax on the additional income

• There is the potential to take advantage of generating more tax-free cash 
(assuming investments grow)

• His pension pot remains largely intact which helps inheritance tax mitigation 

Money Purchase Annual Allowance (MPAA)

Please note that the payment of taxable income from Pension Drawdown 
(Example 1. options 1 and 4) will trigger the Money Purchase Annual Allowance. 

+ + +

Example 2 – Meet Tim
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Tim has a Defined Benefit pension as well as 
income from other sources which means he’s 
a higher rate tax payer and has already used 
his Personal Allowance. He’s also got a large 
estate which will be subject to inheritance tax 
on his death. He wants to top up his existing 
pension by an additional £5,000 each year.
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Phased Drawdown and The Retirement 
Account (TRA)
For Retirement Account customers who:

• Are aged 55 +

• Require income from TRA

• Have sufficient lifetime allowance to receive  
the payments

• Don’t need access to large amounts of tax-free cash in 
one single payment*

• Are willing to convert to Flexi-access Drawdown 

*Please note that The Retirement Account does allow for 
   full encashment of Pension Savings through UFPLS. 

There are no additional charges for making automated or 
ad-hoc phased income withdrawals. 

• Automated phased drawdown can be stopped at any 
point and will automatically do so if there are insufficient 
funds to meet the income requirement or where the 
lifetime allowance is breached. 

• Automated withdrawals are separate and additional 
to any income taken from Pension Drawdown or 
Guaranteed Annuity, and can be set at a different 
frequency. 

• Automated phased drawdown withdrawals cannot be 
set at a specified term, nor will it be possible to schedule 
them for a date in the future. 

Ad-hoc and automated crystallisations

Minimum ad-hoc £1,000.

Minimum automated No minimum.

Frequency of automated Monthly, quarterly or yearly. 

The Retirement Account
The Retirement Account is an end-to-end pension solution. 
Pre-retirement, clients can use TRA to consolidate pensions, 
including defined benefit and defined contributions 
schemes, and invest their uncrystallised savings. When they 
move into retirement, TRA allows them to combine a Cash 
Account with both Pension Drawdown and Guaranteed 
Annuity options. That means you can cater to those looking 
for certainty and flexibility in income, while still delivering 
tax-efficiency and the potential for growth. 

Risk Warnings
The value of the plan can go down as well as up and clients 
may not get back the full amount they invested. The fund 
value and any income from that fund are not guaranteed 
and may fluctuate dependent on investment performance. 
The fund may not sustain an income throughout your 
client’s lifetime. Taking any taxable income from TRA, 
in addition to your tax-free cash will trigger the Money 
Purchase Annual Allowance (MPAA), which will reduce the 
amount that can be paid into a defined contribution (money 
purchase) pension scheme. Automated withdrawals will 
not be allowed where some or all of the funds represent a 
disqualifying pension credit (where no tax-fee cash  
is available).

Call us 
0345 606 0708
Lines are open Monday  
to Friday from 9am to 5pm

By email
customer.services@canadalife.co.uk

Online
www.canadalife.co.uk/adviser
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