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What happens with my pension fund when I die? 

Pension legislation has become something of a political ‘hot potato’ over the last 30 years with, 
it seems, changes being introduced at nearly every Budget. Recent changes introduced greater 
freedom and choice for many pension plans, bringing greater complexity which, in turn, has 
increased the potential for confusion. 
 
In this newsletter, we aim to provide an overview of the most common issues that pension 
scheme members will face when thinking about what they would like to happen to their pension 
benefits in the event of their death.  
   
There are so many different possible scenarios and a great deal of complexity, so we will  
concentrate on what we believe are the most common situations. 
 
We will do this by looking at the three generations of the Smith family and the issues they will 
need to consider with regard to the death benefits from their pension schemes. 



The Smith young adult grandchildren 
 
As a result of the steady demise of traditional 
pension schemes, which provided a defined 
benefit based on the member’s final salary, 
combined with the introduction of Workplace 
pensions, most young adults in employment 
have pension plans which accumulate a fund 
value, otherwise known as money purchase or 
defined contribution schemes. 
 
Let’s take a typical Workplace pension as our 
example for Miss Smith, who has recently  
finished university and started her first  
employment. 
 
On starting her new role, Miss Smith will be 
set up with a Workplace pension into which 
both she and her employer will be obliged to 
make contributions. These contributions are 
invested and begin to accumulate a pension 
fund. 
 
In the event of Miss Smith’s premature death, 
the accumulated fund will be the death benefit 
and can be paid out tax-free. The recipient(s) 
of the death benefit is usually chosen at the 
discretion of the Workplace pension scheme 
administrator. Typically, the administrator will 
use their discretion to pass the accumulated 
fund to the next of kin, which is likely to be 
Miss Smith’s parents. 

However, if Miss Smith would prefer the fund 
to go to, say, one or more of her siblings, she 
can nominate whom she wishes to receive her 
pension fund by completing a nomination of 
beneficiaries form (sometimes called an 
“expression of wish”). The pension scheme 
administrator will usually take this into account 
when deciding to whom to pay any death  
benefit. 
 
Looking into the future, if Miss Smith marries, 
her next of kin will become her spouse and 
she would probably like them to benefit from 
her pension fund in the event of her premature 
death. She should be encouraged to complete 
a new expression of wish to ensure that the 
pension scheme administrator is aware of 
whom she would like to benefit. 

 

 
 

Contemplating death and its ramifications for 
younger people is difficult and it may be that Miss 
Smith goes through her employment career never 
worrying about completing an expression of wish 
form for her pension fund and expecting the  
pension scheme administrator to use their  
discretion to give the fund to the ‘right’  
beneficiary/beneficiaries.  
 
However, we would suggest that a more prudent 
approach would be to complete a nomination of 
beneficiaries form and to review this on a regular 
basis. 
 
The Smith parents 
 
Miss Smith’s parents are likely to have the  
prospect or reality of retirement in the forefront of 
their minds. 
 
If they have been members of defined benefit 
(final salary) pension schemes, the pension 
scheme is likely to provide a spouse’s pensions 
in the event of the member’s death. This means 
that the pension scheme is likely to continue to 
pay a reduced pension to the surviving spouse if 
the member dies. 
 
It is essential that the couple know how much will 
be paid from the defined benefit pension scheme 
to the surviving spouse so that they can plan for 
this possible future scenario. 
 
It is also increasingly likely, because of the  
demise of defined benefit schemes, that the 
Smith parents will have funds accumulated in one 
or more defined contribution (money purchase) 
pension schemes.  
 
Let’s assume that Mr Smith has a modern  
individual personal pension plan (although  
broadly the same issues will come into play for an 
occupational defined contribution pension 
scheme).  
 
The death benefits are the same whether he has 
started to take benefits from his pension fund or 
whether the fund is still ‘uncrystallised’.  
Generally, the death benefit is the value of the 
pension fund at the point of death.  
 
.  



The fund can be paid to the beneficiaries as a 
lump sum or can be kept in a pension scheme 
and called upon to provide the beneficiary with 
an income.  
 
If Mr Smith dies before age 75, any death  
benefit paid would be tax-free. If he dies after 
age 75, the beneficiary would have to pay tax 
at their marginal Income Tax rate. 
 
As with his daughter, Mr Smith will need to 
consider who he would want to benefit from 
his pension fund in the event of his death. If he 
continues to be happily married to Mrs Smith, 
it is likely that he will want to nominate her as 
the main beneficiary. It would also be wise for 
him to nominate his children as potential  
beneficiaries, just in case Mrs Smith  
predeceases him. 
 
The key message to convey to Mr Smith is 
that he should ensure that his current  
nomination of beneficiaries meets his wishes 
and that we remember to review this every 3 
to 5 years.  

The Smith Grandparents 
 
It is more likely that the grandparents will have 
some or all of their non-State pension provided 
by a defined benefit scheme. The situation in 
the event of death is likely to be fairly  
straightforward in that, if the member dies 
leaving a spouse, the spouse is likely to  
continue to receive a reduced pension from 
the defined benefit scheme for the remainder 
of their lifetime. 

However, it is still worth checking in this  
scenario that the pension scheme trustees 
have correct details for the member’s spouse. 

Similarly, one of the grandparents may receive 
income from an annuity, purchased from an  
earlier pension fund. Again, it will be worth  
checking with the annuity provider whether there 
is any provision in place to continue providing an 
income from the annuity if the member  
predeceases their spouse. 
 
If the spouse predeceases the member,  
generally, there will be no further benefit paid 
from a defined benefit scheme or an annuity 
when the member dies. 
 
The situation is different if one of the  
grandparents has a fund value invested in an  
individual pension plan, for example, a  
flexi-access drawdown plan.  
 
The death benefit from such a plan will be equal 
to the fund value at the point of death and will be 
paid out regardless of whether there is a  
surviving spouse.  
 
For grandparents, our advice is that they should 
probably review the nominated beneficiaries for 
their pension plan on an increasingly regular  
basis. Their view of their own life expectancy is 
likely to change every two or three years, which 
may impact on their thoughts with regard to the 
nominated beneficiaries for their pension fund. 
 
For example, even though the member’s spouse 
may still be alive, the grandparents may jointly 
agree that he or she will not need to access the 
member’s pension funds for their own financial 
security. In this scenario, the member can 
change their nominated beneficiaries to exclude 
their spouse and to include their children. 

Conclusion 
 
As mentioned at the start of the newsletter, there 
are many different scenarios and many issues to 
consider with regard to who should benefit from a 
pension scheme on the death of the member. 
 
As with most aspects of financial planning, it is 
prudent to review each situation on a regular  
basis to ensure that the necessary paperwork is 
in place to enable the member’s wishes to be  
realised after they have died. 



If you have received this email in error, please contact us on the email below with your correct details or removal request  
neilmiller@breedelliott.co.uk 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the person 
to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on this information 
by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you don't  

understand any of its contents we recommend you seek Independent Financial Advice. 
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Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.1% at 
28/08/20 

  
  
The official bank rate is 0.1%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
1.4% in 2019 

  
  

House prices 
up by 2% 

at 28/08/20 

  
  
Annual house price growth up by 3.7%.  

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7604.30 

  
  

5966.30 
at the close on 

28/08/20 

  
 
The FTSE 100 rose by 41.71 points in 
August. That is a rise of 0.7%. 
  


