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The Government has confirmed that tax clauses pruned from this year’s first 

Finance Bill will be grafted into a second Bill due later in the summer.1 

Policies that were due to be implemented with effect from 6 April 2017 will 

retain that date of application. Therefore, the plan to reduce the money 

purchase annual allowance from £10,000 to £4,000, effective from the 

2017/18 tax year will proceed as planned.  

Background 
The money purchase annual allowance (MPAA) affects people who have flexibly accessed pension rights by, for example, 

taking money out of a flexi-access drawdown fund or withdrawing cash from a money purchase arrangement as an 

Uncrystallised Funds Pension Lump Sum. In 2016 Autumn Statement, the Chancellor of the Exchequer announced his 

intention to reduce the MPAA from £10,000 to £4,000, with effect from 6 April 2017.  

Following the announcement of the June 2017 general election, Her Majesty’s Treasury withdrew numerous clauses from the 

Finance Bill that was then being debated, so that the most pressing legislation could be passed (as the Finance Act 2017) 

before Parliament was dissolved. The casualties of this action included the clauses that were due to have reduced the 

MPAA. Another victim was the plan to increase the annual tax exemption for employer-subsidized financial advice to £500. 

However, it was implied that it was to be a temporary state of affairs, and that the proposed changes would be resurrected as 

soon as possible.  

Latest development 
In a Written Statement made on 13 July 2017 the Financial Secretary to the Treasury (Mel Stride) announced that a new 

Finance Bill—destined to become the Finance (No. 2) Act 2017, assuming the Government can muster sufficient support—

will be brought forward 'as soon as possible after the summer recess'. That recess is due to end when Parliament 

reconvenes on 5 September 2017. The Bill will reintroduce the tax measures that were pulled from the draft legislation when 

the general election was announced. Furthermore, where policies were set to take effect from 6 April 2017, that date of 

application will be retained, and those affected by the provisions 'should continue to assume that they will apply as originally 

announced.'  

The forced abridgement of the Finance Bill earlier this year led to confusion and uncertainty, particularly as it 

affected the MPAA reduction. Although the measure had few admirers outside of the Treasury, people had 

become resigned to the change and were generally making financial decisions accordingly. The suggestion that 

it would be a temporary reprieve left them confused about when the cut would resurface and whether it could 

have effect, retrospectively, from 6 April 2017.  

The reduction to the allowance will save the Treasury around £70m a year, but has been made at the expense of 

those wanting or needing to supplement their retirement income. The Government is clearly trying to stamp out 

recycling of pension savings, whereby people could get a double-dose of tax relief by withdrawing money from 

 

                                                      
1 <www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2017-07-13/HCWS47/>.  
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their pension funds and then re-investing it. Trustees and administrators have been unable to confirm whether 

the change might be applicable to this tax year, and some members may already have contributed more than the 

£4,000 allowance as a result. They will feel the full force of the change, given its retrospective enforcement 

(assuming, of course, that the Government can marshal enough supporters to push the legislation through 

Parliament). 


