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Partial transfers - best of both worlds?
Interest in defined benefit (DB) to defined contribution (DC)
transfers has escalated since pension freedom rules were
introduced in April 2015, linked with extremely attractive transfer
values and improved death benefits on DC schemes. However
choosing whether to give up a guaranteed retirement income
for life is a big and complicated decision and many may have
previously decided against transferring out due to the ‘all or
nothing’ decision.
Despite regulations permitting them to do so, very few defined
benefit pension schemes allow partial transfers. BA historically
offered a flexible retirement package to part time employees
aged over 55 but, from 1st January 2019, BA announced that
partial transfers will now be available to all deferred members of
NAPS. This is an extremely positive development which provides
immense flexibility for those members who are considering a
transfer away from NAPS into a private pension arrangement. In
essence partial transfers allow NAPS members to retain a portion
of their guaranteed income in retirement and transfer the rest.
The following paragraphs outline some of the reasons why a
partial transfer may be a consideration.
shows that people desire a guaranteed income in
• Research
retirement income, to meet their everyday living costs, but also

flexibility to vary their income to suit changing needs. Taking
a partial transfer is a good way of accessing flexible pension
benefits without taking on the risk of a full transfer.

pilots who draw a full pension from NAPS will suffer
• Many
an immediate Lifetime Allowance LTA tax charge which will

have the impact of reducing scheme benefits when using the
‘scheme pays’ option. Taking a partial transfer can potentially
keep scheme benefits below the LTA threshold and allow a
member to have some flexibility and a degree of control over
how, when and from where an LTA tax charge is paid.

the maximum pension from NAPS could push a
• Drawing
member’s total pension income into the higher rate income tax
band, particularly when the state pension commences. Taking
a partial transfer will allow a member to control drawings from
the transferred amount, thus controlling the level of income tax
paid in retirement.

suggest that retirees spend more in the earlier part of
• Statistics
retirement than they do in later years. A partial transfer provides
the flexibility for a member to tailor their finances in retirement
to fit their personal circumstances.

cases when a member of NAPS, or their spouse, dies
• Inthemost
pension income will die with them. Taking a partial transfer

could mean that part of their pension savings can be passed
on to loved ones, whilst not foregoing all of their guaranteed
income.

Pension Protection Fund (PPF) protects members of final
• The
salary schemes when an employer becomes insolvent. For
members under the scheme’s normal pension age the PPF will
protect 90% of the scheme pension, but the compensation may
also be subject to a statutory limit known as the compensation
cap. Additionally pre 1997 benefits would receive no future
inflationary increases under the PPF. Effecting a partial transfer
could potentially reduce deferred pension benefits to within
PPF protection limits.

Taking a partial transfer is not without risk as the valuable
guarantees on the segments transferred will be lost. The
transferred amount will be exposed to investment risk, inflation
risk and longevity risk along with the associated costs of a private
pension arrangement.
It is also important to note that NAPS pension benefits earned
before April 1997 have the most favourable revaluation (in
deferment) and escalation (in payment) rates, rising in line with
CPI capped at 5%. In all cases, any pension earned before
April 1997 must be included in a partial transfer out, therefore
members exercising a partial transfer will lose out on the most
valuable revaluation and escalation factors.
In order for a partial transfer to be permissible the following rules
must apply:

member’s deferred pension must be built up of two or more
• Aspecified
periods i.e. post 1997 and post 2007 service.
have only one opportunity to make a partial transfer
• Members
out before drawing or transferring out their remaining Scheme
benefits at a later date.

total transfer value of the portion(s) being transferred must
• The
be £30,000 or more.
partial transfer out must include any portion of pension
• Aearned
before April 1997.
whole tranches can be transferred, i.e. periods cannot be
• Only
split.
remaining pension can be transferred out at any time
• The
before the earlier of the member reaching age 75 or drawing
their pension benefits from the Scheme.

can be transferred fully or partially to another pension
• AVCs
arrangement independently.

Summary

In a recent seminar, hosted by the FCA, which focused on the
considerations surrounding DB transfers, the FCA announced
that partial transfers would typically be the ideal scenario and
they have embarked on a campaign encouraging all UK final
salary schemes to facilitate this option.
Having a combined approach whereby secured safeguarded
benefits are utilised alongside flexible pension arrangements is
the essence of ‘pension freedom and choice’ and could be an
optimal way to meet retirement objectives.
It is of paramount importance that independent advice is sought
to ensure that a transfer, at any level, is advisable and appropriate
for individual circumstances.

No Man’s Fort

The story of The Solent Forts dates back to 1859 with the perceived
threat of a French Invasion. The British Prime Minister, Lord
Henry Palmerston, was concerned that the naval fleet based in
Portsmouth would be a target so, as a line of defence for seaborne
invasion from the Napoleon III lead French, the forts were built.
Taking 15 years to complete by the time the forts were ready for
occupation the feared French threat of invasion no longer existed,
hence the forts became known as “Palmerston’s follies”.
In the First World War the Forts were equipped with 4.7 and 6 inch
guns, allowing them to target smaller fleets of ships trying to slip
through the heavier defences positioned on the Isle of Wight. No
Man’s Land Fort and Horse Sand Fort became navy signalling
stations but were later abandoned until the Second World War.

of damage through gunfire and air strikes. After the Second World
War they were completely decommissioned from military service
and were put up for sale in 1963.
The forts eventually received investment in the 1980s; Spitbank Fort
was opened as a hotel in 2012 shortly followed by No Man’s Fort.
Horse Sands Fort has been preserved as a living monument with
original gun carriages and armour-plated walls. They are currently
owned by Mike Clare, the entrepreneurial founder of British bed
and mattress retailer Dreams. Since selling his Dreams beds
empire for over £200m in 2008, Mike Clare has developed a habit
of buying and rescuing ‘unique and unusual’ properties. Besides
the forts, he also owns a Benedictine abbey, several castles and a
chateau in Wales.

During the Second World War the forts came into their own as
defences for the Portsmouth dockyard and the approaching sea
channels. Life on site was grim, with damp and basic facilities.
Military personnel were deliberately chosen for their inability to
swim to deter escape. During this time the Forts took their fair share

Market commentary

Despite a recent setback, 2019 continues to be a much more
rewarding year for investors than 2018, a year which went down in
the annals of history as one of the most difficult to navigate, with
very few asset classes generating positive returns. In contrast,
almost all asset classes are in the black this year, with bond market
returns now beginning to catch up with equities as concerns grow
about the effect of trade wars on global growth. Certainly the
optimism that prevailed during the first quarter has abated.
The escalating tension between the US and China has been the main
feature of the second quarter of the year. Although the risk of a trade
war had been on the radar for most of Trump’s presidency, there was
widespread confidence that the two sides would reach an agreement
some time during the spring, allowing President Trump to declare a
vote-boosting victory in the build up to the 2020 election campaign.
Hopes were shattered on May 5th, when Trump tweeted that he
was going to raise existing tariffs on Chinese goods to a higher rate,
while also threatening to impose tariffs on the outstanding balance
of imports, amounting to some $325bn. China retaliated in kind.
The situation was exacerbated by a ban on companies providing
components and services to Huawei, now the world’s leading
provider of telecommunications equipment. The Chinese company
has become the centre of America-led security concerns amongst
western governments. China, in turn, has threatened to curtail the
export of rare earths, elements that are essential to the manufacture
of many high-tech products.
Logic decrees that an outright trade war and a new “Technology
Cold War” are detrimental to both sides in terms of their depressing
effect on growth and the negative sentiment that would be created
amongst citizens. In the US this would imperil Trump’s chances
of being re-elected, while in China it might trigger social unrest.
Therefore a deal should be mutually beneficial. But logic could be
the loser if the leaders on both sides are motivated more by “saving
face” than by acting pragmatically in the wider interest.
The most helpful developments have been in the area of monetary
policy, with central banks in both the US and Europe putting off
plans to continue tightening monetary policy. Indeed, futures
markets in the US now predict the next interest rate move to be
a cut later this year. The risk of a withdrawal of liquidity has also

been mitigated, with the US Federal Reserve (the Fed) deciding to
leave its balance sheet much larger relative to the overall size of
the economy than it was before the initiation of Quantitative Easing
required in the aftermath of the financial crisis. The European
Central Bank (ECB) has similarly promised to extend the special
lending facilities it made available to the banking sector following
the euro zone crisis.
Of course, neither central bank would have made such decisions
if economies were booming. The truth is that growth remains
frustratingly lacklustre, as evidenced in a recent round of
downgrades by bodies such as the International Monetary Fund
and the World Bank. The burst of stronger activity in 2017, as
companies and consumers finally threw off the shackles of
austerity, now appears to have been a temporary phenomenon.
High debt levels across the world and the rise of a brand of politics
that is less friendly to the creation and retention of wealth suggest
lower sustainable levels of growth in future.
In a parallel universe this commentary is being written in a postBrexit United Kingdom, but, of course, the long-planned date
of departure has been postponed, and we will soon have a new
Prime Minister at the helm. Although Brexit is the hottest of topics
across all domestic media and many investment commentaries,
it is difficult to add much value to what has turned into the most
infuriating, and yet at the same time endlessly fascinating, process.
Many large UK companies earn their crust beyond these shores,
and so will be minimally impacted at the operational level whatever
the outcome (although their reported profits will be subject to the
effect of a potentially big move in the pound). In the same vein,
our investments in a range of non-UK stocks and international
funds limits the exposure to any shocks to the domestic economy.
We currently see insufficient clarity or value to bet heavily in any
direction on the outcomes, which, at the extremes, range from a
chaotic “No Deal” Brexit to no Brexit at all.

Tapered annual allowance – an unpopular source of unexpected tax bills
When a pension issue makes the headlines, it is too often for all the
wrong reasons. Moreover, such negativity, if severe enough, can
often draw scrutiny on the matter from Parliament. The tapered
annual allowance, introduced in April 2016, is one such recent
issue which ticks both these unenviable boxes.

Where an individual’s adjusted income is over £150,000, their
annual allowance in the same tax year will be reduced; for every
£2 their adjusted income exceeds this threshold, their annual
allowance will reduce by £1 (but subject to a maximum reduction
of £30,000).

The context of this furore is the unintended effect of the measure
on NHS pension scheme members, which has seen senior doctors
turning down hours or taking early retirement. MPs are obviously
keen to avoid any crisis which could lead to longer hospital waiting
times.

However, any individual with threshold income of £110,000 or
less for a tax year is not subject to the tapered annual allowance,
regardless of the level of their adjusted income for that tax year.

It is then perhaps a timely opportunity to revisit the basic principles
of the tapered annual allowance.
The tapered annual allowance essentially restricts the annual
allowance (the maximum amount of pension savings an individual
can make each year with the benefit of tax relief) for high earners.
Where it applies, in the extreme it can reduce the annual allowance
by £30,000, leaving only a £10,000 annual allowance.
Where an individual exceeds their annual allowance, it is possible
to offset this against unused allowances carried forward from
previous years. But where it is not possible to offset any excess in
this way, tax will be charged at the individual’s marginal tax rate.
‘Complex and boring’ is how one MP described the tapered annual
allowance, and it is difficult to argue otherwise. For an individual
to work out if they are caught by the tapered annual allowance,
it involves having to calculate their: (1) net income; (2) threshold
income; and (3) adjusted income (each in the particular tax year).
Net income in the context of the tapered annual allowance is not
simply the common meaning, i.e. income after tax. Rather it is
an individual’s taxable income less deducting any reliefs under
section 24 of the Income Tax Act 2007 (the most typical deduction
being member pension contributions paid under the net pay
arrangement).
Taxable income consists of any earnings from employment/
self-employment/partnerships, most pensions income (state,
occupational and personal pensions), interest on most savings,
dividend income from shares, rental income and income received
from a trust.
The starting point for both an individual’s threshold income and
adjusted income is their net income, then arrived at by applying
the following additions and deductions:
Net income
Deduct Gross member
contributions where relief at
source has been given
Deduct Any taxed lump sum
death benefits received
Add Any reduction of
employment income for
pension provision through
any relevant salary sacrifice
or flexible remuneration
arrangement made after
8 July 2015
= threshold income

Add Any claim for excess
relief under net pay
Add Any individual
contributions made by net
pay arrangement
Add Any UK tax relieved
overseas pension
contributions
Add Any employer
contributions (where there
defined benefit pension
provision, this will involve
calculating opening and
closing values)
Deduct Any taxed lump sum
death benefits received
= adjusted income

Overall, not a straightforward exercise and slightly more complex
where defined benefit pension provision is involved. As such, we
would always recommend anyone who thinks that they may be
affected by the tapered annual allowance should speak with their
financial adviser.
Tapered annual allowance example
Fred is employed, with earnings of £175,000 and a member of his
employer’s defined benefit scheme. The contribution rate for his
employer’s defined benefit scheme is 12%.
Fred’s net income = £175,000 – (12% x £175,000) = £154,000
Deduct Gross member
contributions where relief at
source has been given
Doesn’t apply

Deduct Any taxed lump sum
death benefits received
Doesn’t apply
Add Any reduction of
employment income for
pension provision through
any relevant salary sacrifice
or flexible remuneration
arrangement made after
8 July 2015
Doesn’t apply
= £154,000
threshold income

Add Any claim for excess
relief under net pay
Doesn’t apply

Add Any individual
contributions made by net
pay arrangement
12% x £175,00 = £21,000
Add Any UK tax relieved
overseas pension
contributions
Doesn’t apply
Add Any employer
contributions
The pension input amount
of £60,000 (closing value
of accrued pension minus
opening value increased by
CPI), minus Fred’s employee
contribution
£60,000 - £21,000 = £39,000
Deduct Any taxed lump sum
death benefits received
Doesn’t apply
= £214,000
adjusted income

As Fred’s £214,000 adjusted income exceeds £150,000 (and
his £154,000 threshold income exceeds £110,000) his annual
allowance for the tax year will be reduced.
As Fred’s adjusted income is over £210,000 (the level at which the
maximum deduction can apply), his annual allowance is reduced
to £10,000.
Fred has no unused annual allowance from previous years, so he
will have an annual allowance tax charge at his marginal rate of tax
on £50,000 (£60,000 - £10,000).
Fred has the option of asking his pension scheme to pay the tax
charge, with a corresponding reduction applied to his benefits.
This is based on our understanding of the current legislation and HMRC
rules. These may change in the future. This is not an offer, nor should it
be taken as advice. If you think the tapered annual allowance may apply
to your personal circumstances, we would strongly recommend that you
speak with your financial adviser.

Radcliffe & Co. celebrating 60 years

Radcliffe & Co dates back to 1959 when its founder, Wyn Radcliffe,
had an idea to establish an insurance brokerage in New Road,
Southampton. Radcliffe & Co have now been in Southampton for
60 years.
The company has always had strong roots in Southampton being
initially based in New Road, then Carlton Crescent and then on to
Northam Road where the office was in extremely close proximity to
the River Itchen. Our Finance Director, Darren Fulford recalls how
“we had to save the files on a number of occasions due to flooding,
it would be all hands on deck, trousers rolled up!”
Radcliffe & Co then spent many years in Bernard Street near the
city centre. The building was named ‘Thomas House’ after a
beloved ex-Chairman, Jack Thomas, who sadly suffered from a fatal
heart attack. “Jack was a true gentleman and devout stickler for
professionalism and accuracy and contributed to making Radcliffe &
Co the company it is today”, says managing director, Neil Igglesden.
Radcliffe & Co is now based in new offices in Meridians House in
Ocean Village, as well as having offices in Winchester and Tidworth.
As with all successful businesses there have been many
changes along the way. Following a fairly small-scale start Wyn
saw opportunity in two young insurance brokers, namely John
Goodacre and Ivan Tyrrell. The three of them, having had many
years’ experience and with excellent industry knowledge, set about
creating one of the largest brokerages in the area, their specialist
areas being pensions and life assurance and the corporate
insurance market for local, national and international firms.

The business grew rapidly with many local client firms preferring
the individual attention provided by Radcliffe & Co, something
not offered by the national brokers. Many other local insurance
professionals were interested in joining Radcliffe & Co, it having
become extremely reputable within the industry and there being the
potential for successful futures within the organisation.
By the mid-1980s legislation was starting to be introduced for
customer protection. The parent company, Radcliffe & Co, set
up three separately accountable entities; Radcliffe Insurance
Ltd, Radcliffe Marine Ltd and Radcliffe & Co Life & Pensions Ltd.
Through acquisitions and mergers each grew significantly and
became well reputed in their specialist areas. Each company was
able to concentrate entirely in its own profession.
Ted Goodwin headed up the Life & Pensions Company; Darren
Fulford joined Ted in the very early stages and Neil Igglesden joined
shortly after, their combined service with the firm is now in excess
of 57 years. This is the arm of the original firm that remains today
and is stronger than ever. Retirements and opportunities have sadly
seen the other Radcliffe & Co companies acquired and integrated
into much larger organisations.
We remain, and we are, as fiercely Independent as we were all those
year ago. We strive to attain the very best in independent, individual,
professional and personal advice for all of our clients.
Throughout this year we are celebrating our 60th anniversary to
recognise the huge milestone that has been reached.

Annual investment day
In May this year Radcliffe & Co were delighted to host our annual
investment day, designed exclusively for our airline pilot clients.
These events provide the chance to catch up with the team from
Radcliffe & Co and many of your colleagues, past and present, over
a relaxed lunch. We also invite investment managers to join us to be
on hand to answer any investment questions.
For 2019 we decided to push the boat out, literally and
metaphorically, so that we could celebrate Radcliffe & co.’s 60th
birthday in a unique setting. Every year we try and find an interesting
venue and this year’s proved the most popular yet, being held on
the historic No Man’s fort, one of four which stand in the Solent.
After setting off from Portsmouth aboard our private ferry, we
headed across the Solent to the fort for a day in glorious sunshine.
Everyone had a chance to explore the fort and admire the views
before enjoying lunch in the unique surroundings of the Mess Hall.

At Radcliffe & Co our business has always relied on word of mouth
recommendation and it is thanks to many of you that literally
hundreds of aviation clients have chosen to transfer their pensions
through us. We are all grateful for your ongoing support.
We are currently planning several future events, including an event
at the Hampton Court Flower Show exclusively for our cabin
crew and ground staff clients. We are also looking at hosting an
Investment Evening with theatre and dinner in Manchester for our
more northerly aviation clients.
Thanks again to all of you who were
able to help us celebrate our 60th
anniversary and we look forward
to seeing you at next year’s annual
investment day which will be held in
May 2020; we will be in touch with
more information in the New Year.

The Aviation Team at Radcliffe & Co
Darren Fulford

Neil Igglesden

Chris Selfe

Jacqueline Moore

Darren joined Radcliffe & Co in 1988 as a
financial adviser, having previously worked
for Legal & General for many years as an
inspector. He joined the main board of
Radcliffe & Co directors in 1998 and was
subsequently
appointed as the finance
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director, company secretary and compliance
officer. He has seen the company go through many changes in his
career and has helped it to develop in many areas. Darren provides
support and advice to the Aviation Team.
Chris has worked for Radcliffe & Co for 16
years and has practiced as a financial adviser
since graduating from Stirling University in
1992. His focus is on helping high net worth
clients with their financial planning and he
advises a large number of British Airways
clients. The vast majority of his clients are
introduced to him by personal recommendation. Chris has recently
been appointed to the management team with responsibility for the
firm’s business development. His hobbies include rally driving, skiing
and mountain biking.

Neil qualified as an independent financial
adviser in 1988 and joined Radcliffe & Co in
1993. He became a director in April 2003 and
was appointed managing director in 2012.
Between 1983 and 1988 Neil was a consultant
at Scottish Provident and, between 1978
and 1983, he was employed as a navigating
officer with Mobil Shipping. Neil loves golf and skiing and, unbeknown
to many, Neil has water skied around the Isle of Wight, a total of 65
miles, to raise money for Cancer Research.
Jacqueline, who is a chartered financial
planner with over 30 years’ experience in the
financial services industry, joined Radcliffe &
Co in 2010. She is a specialist in final salary
pension schemes, retirement planning and
inheritance tax planning although has a wealth
of knowledge and experience over a wide range
of topics. A specific focus of Jacqueline’s is
annual allowance (AA) and lifetime allowance (LTA) tax planning; extremely
topical issues for many. Jacqui is a keen skier and cyclist.

Jimeel Angel

Chris Headford

Katie Steel

Calum Brockway

Jack Igglesden

Katie Tulk

Jim is a chartered financial planner with over
20 years of industry experience. He joined
Radcliffe & Co in 2012 and now forms part
of the management team with responsibility
for the firm’s technology & marketing. He
started his career in 1997 as a stockbroker
locally, after which he moved to London to
become an international equity and foreign exchange trader. He
made the move in to financial services in 2002, working for two of
the industry’s largest insurance companies.
Katie is a chartered financial planner with
12 years of industry experience. She
joined Radcliffe & Co in 2012 and studied
to become a chartered financial planner.
She started her career in 2006 working
for Halifax South East Property Unit, after
which she moved to Skandia which later
became Old Mutual Wealth and conducted an array of different roles
which built her experience in a number of areas.
Jack joined Radcliffe & Co in May 2010
as a trainee financial adviser and part
of his training involved working in our
administration, corporate and ParaPlanning
departments to gain experience across all
areas of the company. He qualified as an
adviser in August 2014 and was promoted
to independent financial adviser in May 2015. Jack enjoys all sport
but spends much of his spare time playing football, golf or cycling
and, during the winter months, he is an avid snowboarder.
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Chris has been a financial advisor for 24
years. Initially starting at Friends Provident,
he then joined Independently Financial
which merged with Radcliffe & Co in 2002.
He is now part of the management team
with responsibility for the Radcliffe & Co
investment committee which was founded
in 2006.

Calum joined Radcliffe & Co back in March
2010 as a junior administrator. He gained
experience in this role among others before
completing his diploma in regulated financial
planning to become an IFA. He is currently
studying to become a chartered adviser. In
his spare time Calum enjoys football, golf,
and loves walking his little black labrador, Poppy.

Katie joined Radcliffe & Co in 2015 after
working for Old Mutual Wealth as a technician
and workplace coach. Katie is client co
ordinator for our airways clients. Katie is
currently working towards a diploma in
regulated financial planning and hopes to
become a financial adviser in the future. Katie
loves travelling, yoga and baking.

