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LEWIS: Hello. In today’s programme, pension rules are to be scrapped next April. 

Once you reach 55, you’ll be able to spend your pension fund as fast or as slowly as 

you like, but will this freedom leave people better or worse off? Also onto the bonfire 

of red tape go the rules around tax free savings in an ISA. From July, up to £15,000 a 

year can go into a tax free ISA, and for the first time no discrimination between cash 

and investments. And will the new system of tax free childcare leave some parents 

worse off if they give up their childcare vouchers in 2015?  

But we start with the unexpected Budget announcement that the Government will 

scrap just about all the rules that restrict what you can do with the money saved up in 

your pension fund, as the Chancellor told MPs on Wednesday. 

OSBORNE: I’m announcing today that we will legislate to remove all remaining tax 

restrictions on how pensioners have access to their pension pots. Pensioners will have 

complete freedom to draw down as much or as little of their pension pot as they want, 

any time they want. No caps, no drawdown limits. Let me be clear, no one will have 

to buy an annuity. 

LEWIS: George Osborne – table something announcement there. Well these changes 

are not about salary related pensions paid by your firm. The new freedoms are for the 

13 million people who pay into what’s called a money purchase or defined 

contribution scheme. That saves up your money in a tax free pot and when you retire 

you normally buy a pension for life with it. That’s done nowadays normally by 

buying an annuity that is a pension for life from an insurance firm. It guarantees a 
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regular income until you die. But annuities have been criticised as poor value and 

even “mis-sold” by the insurance industry. Annuities are no longer compulsory, 

though almost everyone in fact buys one. It’s been possible for a while to avoid them 

by keeping your fund invested and drawing an income from it called drawdown. For 

most people, there were limits on how much could be taken out – just a bit more than 

an annuity would pay – but two groups could take as much as they wanted: people 

with a guaranteed pension of at least £20,000 a year could take what they liked out of 

any remaining pension pots; and some very small pots could also be taken as cash. 

Well that’s a very simplified guide to the current restrictions and the Chancellor has 

responded to calls to relax these rules by saying he’ll scrap them, all of them, from 

April next year. At the age of 55 anyone will be able to take all of their pension fund 

as cash however big or small it is. A 25% lump sum will not be liable for tax, but the 

rest will be taxable as income whether you take all of it out at once or just a bit at a 

time. This radical plan will have to go through Parliament. Meanwhile, the 

Government will relax the existing restrictions as much as it can. From Thursday 

pension funds up to £30,000 can be taken in cash (in many cases) by people who are 

at least 60, and those who can’t do that will be able to draw more out of their fund – 

in some cases as much as they like. So if you’re still with us, freedom (hedged round 

with some rules) begins on Thursday, and complete freedom begins in April 2015. 

Live now to talk to Pensions Minister Steve Webb. Steve Webb, is this the radical 

reform you’ve wanted to do for a while? 

WEBB: Absolutely. When we make people save through a workplace pension and 

the employer puts some money in and we put money in as well, they’re building up a 

pension pot and we need to help and make sure people do that. But once they’ve got 

that pension pot, I can see no reason why with the right guidance and helping people 

along the way, they shouldn’t be free to either take an income – and some still will – 

or to spend it earlier in their retirement, pay off debts. It’s their money and I think 

they should be free to do what they want with it. 

LEWIS: Yes your paper is called Freedom and Choice in Pensions, but freedom 

could be freedom to make a complete mess of things and get things wrong, couldn’t 

it? 
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WEBB: And that’s why we’ve put in place what we’ve called a ‘guidance guarantee’, 

which means that every pension scheme will have a legal duty to make sure that 

people making these decisions can sit down with somebody impartial. It won’t be 

full-blown regulated financial advice, but it will be much more than many people 

have now, which is a conversation with someone who’ll talk them through the 

options, explain how the system works. And we know from around the world that 

where people do have this freedom actually in general they don’t blow the lot; that 

people who are frugal enough to save for a pension are often very careful with what 

they do in retirement. 

LEWIS: Now we’ve often covered stories about elderly people being conned out of 

their live savings, and although lots of people will benefit from these changes, won’t 

we also get an increased number who’ll end up as the victims of scams? 

WEBB: Well one of the things we have to do is make sure people are more aware of 

their options, aware of how the system works. And at the moment you could argue, I 

think, that people are more exposed to risk in the sense that many people choose their 

retirement plans with little or no advice or guidance. In this situation, before people 

make these choices, they will be able to talk to someone who can amongst others 

warn them to be careful of some of the rogues who no doubt are out there. 

LEWIS: And who is going to give it because it’s 320,000 people a year who are 

going to have to be given advice, isn’t it? 

WEBB: And the FCA have been given the job of pulling together a structure to 

deliver this advice. It could be working with existing groups like the Pensions 

Advisory Service, the Money Advice Service; it could use CABs and local advice 

networks. And the point really is that it’s face to face, it’s independent. It’s not, as I 

say, full regulated advice. People will still, who want to buy products, many of them 

will still go to financial advisers, many will still buy annuities. But they will have had 

a conversation with someone who’s on their side and independent. 

LEWIS: And what about people who are stuck with an annuity? They bought it a few 

months ago, maybe a year ago. They now feel they are losing the advantages that 
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newer pensioners will have. Are you going to make the insurance industry look at 

those people and maybe give them a better deal or buy back the money they had? 

WEBB: I do understand that whenever we make a change for the good, there’s 

always someone the wrong side of that date who says well you know that’s not fair, I 

missed out, and I recognise that.  

LEWIS: (over) Why didn’t you say this before, Steve? 

WEBB: Well an annuity is a contract – a contract entered into – and for the 

Government to come along then and say no, you know we’re going to force these 

contracts to be broken would be very hard. And I think the particular issue is if we 

said well if you’ve done it 6 months before the change date, then we’ll have some 

flex, then someone 6 months and a day before the change will complain. So wherever 

you have a cut-off date, there is always unfortunately someone the wrong side of it. 

LEWIS: Yes, but you could have done it as soon as you came in, couldn’t you, and 

then at least you could have blamed Labour for that problem? 

WEBB: No, the crucial reason we’ve had to wait to do this is because the reason that 

we can be much more relaxed about people spending their own money is we’ve put in 

place the single tier pension which lifts many people clear of means testing. And 

that’s not even the law of the land yet, so we had to do that first, and that’s enabled us 

to make this bold and radical reform. 

LEWIS: Okay, well stay with us Steve Webb. I know you’re willing to talk to us for 

a while about this. But also with us is Hugh Evans. He’s Deputy Director General of 

the Association of British Insurers. Hugh Evans, will your members be allowing 

people to go back and cancel these deals, or will they really stick by their contract and 

their pound of flesh? 

EVANS: Well I think there’s a distinction between those customers who are currently 

in a cooling off period or are still in the process of buying an annuity and those for 

whom the contract has already been done and dusted at some point over the last year. 

We have to work within the rules that ministers set. And while our members have 
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been talking over the last couple of days to their customers about those who are in the 

middle of the process and trying to work out the best way to help them, I think there is 

a distinction between those and the customers who’ve bought an annuity 6 months 

ago. 

LEWIS: Okay, so no hope for those who bought them 6 months ago. But those 

within the cooling off period – and I know some of your members are extending this 

from 30 days to 60 days – people want to know what they can do to cancel that deal. 

Let me just play you this from Catherine who’s in Caerleon in Wales. She turned 65 

earlier this week, and earlier this month signed up for an annuity. 

CATHERINE: Earlier this month, I signed up an annuity with Friends Life. I’ve 

already received a 25% lump sum, but obviously in view of the Budget I’m now 

pondering – because I’m still within the 30 day cooling off period – I’m just 

pondering whether I’ve done the right thing and whether perhaps I should cancel the 

annuity that I’ve signed up for. But what would be the implications of doing so? 

LEWIS: Right, so this is a difficult decision, isn’t it, and even the 30 day period is 

different between different providers, starts at a different time? What can she do and 

where can she get advice? 

EVANS: Well I think the first thing she should do if she hasn’t already is speak to 

Friends Life. And that’s what all your listeners should do if they’re in the middle of 

this process like Catherine: they should speak to their pension provider and see what 

they can do. We on behalf of our members are seeking urgent guidance from HMRC 

about what to do when people have received the lump sum. Under current HMRC 

rules, that counts as a crystallised benefit and it’s irreversible. We’re looking for 

HMRC to demonstrate some flexibility to help those customers who are in the same 

position as Catherine. 

LEWIS: And Steve Webb, this is a problem isn’t it - people in the cancellation period 

may still technically be able to cancel, but under the law as it stands, once they’ve had 

that lump sum they can’t put it back? 

WEBB: And I think the group of people in that cooling off period are a particular 
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group that we do need to look at. I’m very happy to discuss with HMRC colleagues 

whether we need to change the rules or just make anything clearer, so that’s certainly 

something we’ll be looking at in the next few days. 

LEWIS: Right, so some hope for those possibly 20,000, 25,000 people. And Hugh 

Evans, annuity sales may well fall after this. A lot of your members depend on them 

for a big chunk of their profits. What new products are they going to devise to fit in 

with this new regime that we’re all in now? 

EVANS: It’s too soon to know exactly what products they’ll devise, but they 

certainly will do. And that’s why our members have actually broadly welcomed these 

changes – because they do give customers greater choice. Customers are living 

longer. Many of them are working longer into retirement and it’s right that they have 

more choice over the type of retirement they choose. And in this country we’ve got 

one of the biggest and most sophisticated savings and life insurance industries in the 

world and that industry will respond with products that customers need. 

LEWIS: So they’ll be devising new things to sell to people? 

EVANS: They will indeed, based around the tax system that’s set by ministers. 

LEWIS: And reset sometimes as we see. 

EVANS: Indeed. 

LEWIS: Well listening to us is Michelle Cracknell. She’s Chief Executive of the 

Pensions Advisory Service. Michelle Cracknell, I’m guessing you’ve been swamped 

with calls over the last three days? 

CRACKNELL: Yes we’ve had double the normal number of calls, which is great for 

us because it shows that people have picked up that there are changes and, more 

importantly, they’re coming to us to get some guidance about what they should do 

about the changes. 

LEWIS: And what should they do? What are the common questions and what are 

your answers? 
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CRACKNELL: Well the common questions we’ve been getting over the last two 

days are about the timescales because of course there is a relaxation starting next 

Thursday to some of the existing rules, but the complete removal only happens in 

April 2015. We’ve had certain questions about will it apply to my type of pension 

scheme and whether the pension scheme has to change its own rules in order for them 

to take advantage. 

LEWIS: Yes. Let me just play another listener who’s talked to us. This is an email he 

sent us. He is concerned about what happens at the moment. 

EMAIL FROM LISTENER: I’m due to retire in August this year. I’m already 

drawing down a small private pension and will have my state pension. In addition, I 

also have another pension pot worth almost £18,000. Can I take all of the £18,000 in 

cash or will I have to look for an annuity? What do the Budget changes mean for me? 

LEWIS: So Michelle Cracknell, he’s got a bit of a complicated state of affairs there, 

hasn’t he? 

CRACKNELL: Yes he has. If his total pension benefit pot from all of his pension 

schemes is less than £30,000, as from next Thursday he will be able to access that all 

as a lump sum. Another common question we’ve been getting over the telephone is 

what are the tax rates? It’s not all tax free. Twenty-five per cent, which this chap may 

have already taken, but 25% normally is tax free. But the rest of it is taxed at your 

marginal rate, which people need to be a little bit careful of because quite easily their 

pension scheme benefit could put them into a higher tax bracket. 

LEWIS: Yes, so that’s something they’ll need advice about. Hugh Evans, you were 

nodding there. It is a problem. Oh great, I can take my whole lot in a lump sum, but in 

fact some of it could be taxed at 40%. 

EVANS: Yes. And if I could add a note of caution about just how challenging it’s 

going to be to introduce these rules, we welcome the liberalisation but we are in for a 

very challenging period because it’s not just as easy as to say oh we’ll provide 

guidance to these people. Many of them will actually need full independent financial 

advice, which they will have to pay for, in order to make the right decision about the 
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way in which they navigate their tax liabilities. 

LEWIS: Yes and independent financial advice means a full several hour long fact 

find that could cost £2,000. I mean if you’ve got a small pension pot, it’s just not 

worth it, is it? 

EVANS: Maybe not. But for many people it will be because, as you pointed out 

earlier and as Steve Webb acknowledged, with freedom to take decisions comes the 

freedom to take the wrong decision if you’re not properly advised. 

LEWIS: And Michelle Cra… 

CRACKNELL: (over) I think that … 

LEWIS: Sorry, Michelle? 

CRACKNELL: Yes, I was just going to add to that, I think it’s important to realise 

what guidance actually means. Going to have guidance is not either/or to have 

guidance or to have advice, but guidance really gives people the opportunity to say 

what they’re trying to achieve and from that people can sit and filter down the choices 

for the individual. The choice may then be or the recommendation may be to go and 

get advice. For some people guidance will be sufficient having filtered down the 

options to those that are applicable to them for the individual to act for themselves.  

LEWIS: And Steve Webb, let me just come back to you finally. You said you’d be 

talking with HMRC about people in this cooling off period – a very sort of interim 

group of 25,000 or so people. Could you change the law to let them undo the deal 

they’ve already done? 

WEBB: Well I think that the listener who rang in raised the very specific question of 

having actually physically received the 25% and that’s an issue that I’ll clarify with 

HMRC. But just on the other point about taxation, because you take the cash as 

income in the year you draw it, that’s a strong incentive actually for people to spread 

their money out. In other words, you could potentially draw say £3,000 a year and that 

would be entirely tax free if all you had was a state pension. So there are incentives 

still in the system to spread the money out. 
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LEWIS: And hope it lasts long enough. Steve Webb, thanks very much, and thanks 

also to Hugh Evans and Michelle Cracknell. 

Now the Budget wasn’t just about scrapping rules for pensions. The rules around ISA 

tax free savings accounts were also relaxed. From 1
st
 July the ISA limit for cash and 

stocks and shares rises more than £3,000 to £15,000, and for the first time the same 

limit will apply whether all the money is in cash or in stocks and shares. That means 

each year you’ll be able to put £15,000 into a cash ISA - if you have that much – and 

pay no tax on the interest you gain, or invest it all if you prefer. You’ll also be able to 

move money from one to the other. Many of you have been in touch with questions 

about this too. Here’s John from Weston-super-Mare. 

JOHN: I normally invest the cash ISA early in the tax year. I also have a monthly 

savings scheme with a different provider for a stocks and shares ISA. My query is 

how will my arrangements have to change when the new ISA rules come in? Will the 

£15,000 limit apply to existing ISAs after 1
st
 July? And if not, would it be best to hold 

off investing until after that date so that I can take advantage of the increased limit? 

LEWIS: Right well a number of questions there from John. And live now to Salford 

to talk to Clare Francis. She’s Editor-in-Chief of Moneysupermarket.com. Clare, just 

explain these rules. There’ll be one limit from 6
th

 April, another from 1
st
 July. 

FRANCIS: Yes, so from 6
th

 April the allowance will be £11,880 for a full stocks and 

shares ISA of which you can put up to £5,940 into cash. And obviously then from 

July it’ll change to £15,000 in total regardless of whether it’s cash or equity/bonds. So 

what people can do in the meantime is they can make full use of the original 

allowance that had been planned for the 2014/15 tax year, so you could put up to 

£5,940 in a cash ISA and then top up once the new rules come into effect. 

LEWIS: So another £9,060 (if my arithmetic’s right) on 1
st
 July? 

FRANCIS: Yeah. 

LEWIS: I mean that’s really quite a different regime, isn’t it? 

FRANCIS: Very, very different, and very welcome because I think some people 
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don’t want to invest in equities or bonds and want to keep their money in cash, but 

they’ve been penalised really by not being allowed to have the full allowance. 

LEWIS: Yes a lot of people have certainly said that to us. But what’ll happen, people 

have been asking us, to the old ISAs? Are they all becoming new ISAs on 1
st
 July? 

FRANCIS: Well I think the transfer rules … We’re still awaiting total clarification 

about this, but I think because you’re going to be able to move from cash to stocks 

and shares or vice versa - at the moment all you can do is go from cash to equities, 

you can’t come back again – I think you’ll be able to transfer into the new ISAs in the 

same way that you can do ISA transfers now. So I don’t think it’s going to affect 

people in terms of any money they’ve already got within an ISA. 

LEWIS: No and people like cash ISAs, but they don’t have great rates, do they? I 

mean what are they – 2% at the most? Should people really be considering them? 

FRANCIS: Well I think for some people cash is always the option that they want to 

go for. And obviously unfortunately at the moment the rates aren’t looking great, but 

that doesn’t mean it’s not worth using your ISA allowance because once it’s in that 

wrapper, it’s protected from cash for as long as it’s there. So if ISA cash rates 

improve in the future, you can then move and take advantage of that. 

LEWIS: Yes indeed, though people have pointed out they don’t have savings. One in 

five adults have none and only one in eight have more than £50,000. Anyway stay 

with us, Clare, but we’re just going to talk now to Darius McDermott who’s 

Managing Director of Chelsea Financial Services. Darius McDermott, if people have 

got stocks and shares ISAs and they want to move to cash, how easy will that be? 

McDERMOTT: I think it’s going to take a little bit of time to see how the transfers 

are going to work. As you say, the rules do change on 1
st
 July, but I suspect many ISA 

providers won’t have the systems in place for it to be simple. As Clare has already 

mentioned, you can already do an ISA transfer from one ISA provider to another, but 

I think the new systems won’t be fully in place by 1
st
 July to make it completely easy 

for people. 
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LEWIS: No, I mean most people – I think you know they can move the whole lot to a 

cash ISA or at least you know if they’ve got the right amount, but it is difficult, isn’t 

it, to do a partial transfer? That’s what people have been asking. Supposing I say 

okay, I don’t want all my money in stocks and shares, I’d like about half of it in cash 

and move it around. It’s going to be more difficult? 

McDERMOTT: Yeah, I mean eventually what we would hope is that all the 

platforms, all the building societies actually offer both investments and cash and it 

should really be just the pressing of a button or a quick phone call to make a switch 

from equities to cash or from cash to equities or bonds. So it should be simple, but it 

probably won’t be on 1
st
 July. 

LEWIS: No, so still a little while to go. And what about investing? People do want to 

get better returns than they can get in cash, but you do take a risk with stocks and 

shares ISAs.  

McDERMOTT: Absolutely. I mean investing in equities or investment ISAs 

generally does carry some risk and some things you can invest in, emerging market 

equities, are extremely high risk. Cash of course comes with sort of a no risk tag if 

you like, but whilst rates are so very low at the moment, I think they’re not 

necessarily the best investment for most people. 

LEWIS: No risk, but low rates. And Clare Francis very briefly, two innovations with 

National Savings – these new pensioner bonds for people over 65 from January. Very 

briefly. 

FRANCIS: Yes, so these pensioner bonds are going to be launched in January and 

they’re going to enable people to put up to £10,000 in the bond. And NS&I is 

obviously a government backed savings institution. They’re promising to pay market 

leading rates higher than you can get elsewhere at the moment.                     

LEWIS: We’ll have to see, wait till the autumn to find out. And also more in 

premium bonds, but we’ll come back to that in another programme, I’m sure. Clare 

Francis, thanks very much. Darius McDermott too. 
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Now more changes – more changes in the way the Government subsidises childcare 

announced in the Budget, though the Chancellor was so excited about them, he 

released the details a day early. Instead of the current childcare vouchers, which mean 

the employer has to take part and deduct the value from the parents’ pay, there’ll be a 

simple contribution by the Government to pay 20% of childcare costs up to £10,000 a 

year per child. One listener’s been in touch - Anneyce- to say she’s sure she would 

be worse off under the new scheme. 

ANNEYCE: My childcare bill is about £6,500 per year. Under the Government 

scheme, I would be entitled to £1,300. Currently myself and my partner can get £55 

per week in salary sacrifice vouchers. As we both get the vouchers that’s a total tax 

break of £35.12 per week, which over the year equates to tax free savings of 

£1,826.24 - quite considerably more a year than the new scheme. 

LEWIS: Well that was Anneyce.  With me is Will Hadwen from Working 

Families. Well I’ve been struggling to understand all this, Will. I’m sure you’re going 

to explain it much better than I could. Is this new scheme better than the voucher 

scheme because Anneyce seemed to think for her it would be worse? 

HADWEN: Overall yes it is better and that’s mostly because it includes more people. 

So it includes a vast number of people whose employers don’t offer the voucher 

scheme and it also includes self-employed people. Anneyce’s an unfortunate 

situation where both her and her partner have a voucher and that’s not particularly 

common. 

LEWIS: Because you’ve both got to be with an employer that offers the scheme … 

HADWEN: Exactly, that’s right. 

LEWIS: … and have enough for it to be worthwhile? 

HADWEN: That’s right, that’s right. Maybe they both work for the same employer. 

That does happen. But leaving those people aside, actually most people will benefit. 

The people who will lose are people in her situation where they have only one child. 

If they have more than one child actually, they start to be better off in the new system. 
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LEWIS: Because you get up to £10,000 if you can afford it for each child. 

HADWEN: That’s right, that’s right. The other people who will lose out are those 

people where one partner works and the other doesn’t, and the one who works 

happens to be in a voucher scheme. And then finally of course it does depend on how 

much you pay. And if you’re lucky enough to have childcare costs which are £55 a 

week, yes the return that you get (because it’s tax and NI free) is greater. 

LEWIS: But when the Government says it will be up to £2,000, it will be up to 

£2,000, but for an average childcare cost it’ll be more like about £1,000. 

HADWEN: Yes. 

LEWIS: And if you divide the whole cost by the number of people, it’s 350 quid or 

something, isn’t it? 

HADWEN: Yes. So you need to look at … It’s very fact-dependent?? You need to 

look at your specific circumstances if you’re already in a voucher scheme to make the 

decision as to whether to leave that. 

LEWIS: Right, so parents in a voucher scheme like Anneyce she can carry on if she 

wants to after 1
st
 September 2015 when this new scheme starts? 

HADWEN: Absolutely. Yes she can carry on as can her partner, for as long as the 

employer provides the scheme. 

LEWIS: So there’s going to be some difficult choices for people to make in the next 

18 months. 

HADWEN: There are some difficult choices. It’s also the case that the voucher is 

available for older children. 

LEWIS: Sorry, say that again. 

HADWEN: The voucher’s available for older children whereas tax free childcare 

stops at 12. 
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LEWIS: At 12. And also with tax free childcare, you both – if you’re a two parent 

family – you both have to be doing at least some work? 

HADWEN: You both have to be working. Although the test is very, very wide. You 

only have to work 8 hours minimum wage. It also covers lots of people who are on 

statutory leave period, who are sick or disabled. 

LEWIS: And these vouchers and indeed the new tax free childcare are for people 

who are in work. Some of them though might be better with either working tax credits 

or child tax credits or with the new universal credit? 

HADWEN: Yes. These are the people that we’re most worried about – people on low 

to middle incomes who will have a choice to make between getting their childcare 

support through tax credits or universal credit or through tax free childcare; whereas 

at the moment you could in fact use voucher and tax credits.   

LEWIS: So that will be more complexities in the future. I’m sure we’ll be returning 

to it with you. Will Hadwen from Working Families, thanks. 

That’s all we have time for today. Three big Budget changes. More information on 

our website: bbc.co.uk/moneybox. Download the programme, listen, send us your 

comments. I’m back on Wednesday with Money Box Live taking questions on 

pensions – old rules and new. Today the producer was Lesley McAlpine. I’m Paul 

Lewis.       

                                 

          


