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Using a SIPP to save for retirement

Introduction

A SIPP is a self-invested personal pension which is set up
by an insurance company or specialist SIPP provider. It is
attractive to those who wish to manage their own
investments. Contribution to a SIPP may be made by both
the individual and, where appropriate, by the individual’s
employer.

Investments

The range of potential investment is greater for a SIPP
than for a personal pension or group personal pension
scheme.

The SIPP can invest in a wide range of assets, including:
e quoted and unquoted shares;

e unlisted shares;

e collective investment schemes (OEICs and unit
trusts);

e investment trusts;

e property and land (but excluding residential
property); and

e insurance funds.

A SIPP can also borrow money to purchase investments.
For example, a SIPP could take out a mortgage to fund
the purchase a commercial property, which could be
rented out. The rental income would be paid into the SIPP
and this could be used to pay the mortgage and other costs
associated with the property.

Making contributions

Tax-relieved contributions can be made to the SIPP up to
the normal limits set by the annual allowance. This is set
at £40,000 for 2019/20. The annual allowance is reduced
by £1 for every £2 which adjusted net income exceeds
£150,000 where threshold income exceeds £110,000, until
the minimum level of £10,000 is reached. Anyone with
adjusted net income of £210,000 and above and threshold
income of at least £110,000 will only receive the
minimum annual allowance of £10,000. Where the annual
allowance is unused, it can be carried forward for three
years. Any contributions made by the employer also count
towards the annual allowance.

SIPPs operate on a relief at source basis, meaning that the
individual makes contributions from net pay. The SIPP
provider claims back basic rate relief, with any higher or
additional rate relief being claimed through the self-
assessment return.

Drawing a pension

A SIPP is a money purchase scheme and the value of
benefits available to provide a pension depend on
contributions that have been made to the scheme,
investment growth (or reduction) and charges.

It is possible to draw retirement benefits at age 55. A tax-
free lump sum can be taken to the value of 25% of the
accumulated funds. Withdrawals in excess of this are
taxed at the individual’s marginal rate of tax.
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To prevent recycling contributions, where pension
benefits have been flexibly accessed a reduced money
purchase annual allowance, set at £4,000 for 2019/20,
applies.

Recommendation

It is important to take advice from a Specialist SIPP
provider as well as your business advisor. The rules
surrounding SIPP’s is complex and regularly changing. It
is also important to ensure it will meet your future
business and personal objectives.

If you have any questions or concerns, please contact:

Information to readers

Ashley Clarkson FCA BSc (Hons)
Director

AMEC Consultancy Limited

M: 07775 940992

E: ashley@amec-consultancy.co.uk

For more information about AMEC Consultancy and its
services, please visit:
www.amec-consultancy.co.uk

This material is published for the information of clients. It provides only an overview of the regulations in force at the date of publication,
and no action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for
the loss occasioned by any person acting or refraining from action as a result of the material can be accepted by the authors or the firm.



