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Economy and public finances
Growth: The Ofﬁce for Budget
Responsibility (OBR), has downgraded
growth forecasts from 1.2 per cent to just
0.6 per cent for this year. The OBR also
forecasts that growth will be 1.8 per cent
next year, 2.3 per cent in 2015 and then 2.7
per cent in 2016 and 2.8 per cent in 2017.
The OBR also predicts that the UK will avoid
a triple dip recession with positive growth in
the second quarter.
Jobs: The OBR expects 600,000 more jobs
in 2013 and 60,000 fewer people claiming
beneﬁts. Its unemployment forecast has
been revised, now expected to peak at 8 per
cent of the labour force in 2014 and will fall
to 6.9 per cent in 2017.
Debt: Public-sector net debt is forecast to
be 75.9 per cent of GDP this year before
peaking at 85.6 per cent in 2016-17. It is
then forecast to fall to 84.8 per cent in
2017-18.
Borrowing: The total borrowed by the
public sector this year is forecast to be £114
billion, up from £108 billion forecast in the
Autumn Statement. Borrowing is then
expected to fall to £108 billion next year,
£97 billion in 2014-15, £87 billion, £61
billion and £42 billion in the following years.
Spending: The 2015-16 spending review
will require savings of £11.5 billion, not £10
billion as planned. Most government
department budgets are to be cut by 1 per
cent, but schools and health are to be ring
fenced.

Business
Corporation tax: The main rate of
corporation tax will reduce by 1 per cent in
April 2015 to 20 per cent. The reduction will
be paid for by increasing the bank levy rate
to 0.142 per cent from January 2014.
Stamp duty: Stamp tax on shares traded
on companies listed on growth markets,
such as the Alternative Investment Market,
will be abolished from April 2014.

Employees: Capital gains tax relief for the
sales of businesses to workers will be
introduced.
National insurance contributions:
Businesses and charities will be entitled to a
£2,000 employment allowance towards their
NICs bill. The Treasury estimates that
450,000 small businesses will pay no
employer contributions after this
introduction next April 2014.
Tax avoidance: a package of new
measures to target £4.6 billion in unpaid
taxes through information sharing
agreements with Jersey, Guernsey and the
Isle of Man, and removing the presumption
of self-employment for limited liability
partnership (LLP) partners.

Income
Low earners: The personal allowance will
rise to £10,000 from April 2014, a year
earlier than the Government’s deadline.
Pensioners: The introduction of a
single-tier pension of £144 a week will be
brought forward from 2017 to 2016.
The contracting-out of those on a deﬁned
beneﬁt occupational pension scheme will
end, employees and employers are no longer
entitled to lower national insurance
contribution rate.

Housing
Help to Buy: The First Buy scheme aimed at
ﬁrst time buyers has been extended, from
April 2013 the Government will provide an
equity loan worth up to 20 per cent of the
value of a “new-build “home which will be
repayable when the home is sold. The
maximum home value has also been
increased to £600,000.
Deposits: The Government will cover a
mortgage guarantee for lenders who offer
mortgages to people with a deposit of
between 5 per cent and 20 per cent on a
home, also with a value up to £600,000.

Start up tax breaks
The investment opportunities in a seed
enterprise investment scheme (SEIS) are to be
extended into the 2013-14 tax year and
beyond. This provides conﬁrmation of the
generous tax advantages to investors and
promoters of SEISs.
The extension of the capital gains tax break
is a tremendous boost for investors in early
stage businesses, as the decision to keep it in
place was a last minute change of heart from
the Treasury following intensive lobbying from
the industry.
Legislation will be introduced in the
Finance Bill 2013 to extend capital gains tax
reinvestment relief for reinvestment in a
SEIS-qualifying start-up, but the reinvestment
will not be as generous as the current
allowances.
Instead of CGT reinvestment relief being
available on the full reinvested amount in this
tax year, next year it will be cut to half the
reinvested amount, providing gains are
reinvested during 2013-14 or 2014-15.
However gains realized in the current tax year
and reinvested next year will qualify for full
reinvestment relief.
The second major tax break remains as
before, offering 50 per cent upfront income
tax relief on a maximum annual contribution
of £100,000 regardless of your income tax
band.
Many are delighted to discover that the
SEIS capital gains tax holiday has been
extended by the Government. This
will continue to ensure that
innovative start-ups in Britain
have access to the
private funding they
need to get a new
venture up and
running.

SEIS is an extension of the enterprise
investment scheme (EIS), which also offers tax
reliefs to investors in higher-risk small
companies. SEISs offer higher tax breaks than
EISs as they are designed to compensate for
the difﬁculties that very early-stage companies
face in attracting investment with possible
higher odds of failure.
The industry would like the Government to
lift investment limits for SEISs to SMEs from
the current £150,000 in total to £500,000,
and allow investors to invest £200,000 rather
than the current £100,000 per annum via
SEISs. Raising SEIS investment limits will
direct needed capital to a SME which
otherwise would be unavailable from the
majority of the banking community.
HOW SEIS TAX BREAKS WORK IN THE
2013-14 TAX YEAR
Invest £1,000 and HMRC will give you £500
back on your tax return. Additionally, if you
sell another investment that would be liable
for CGT, you can write off half the CGT you
would have otherwise paid. Therefore
investing £1,000 in a SEIS-eligible start-up
will attract 64 per cent tax relief just for
making the investment (in the 2012-13 tax
year it is 78 per cent).
When investors have held the shares for
three years, and if the company continues to
comply with SEIS rules, reliefs are also
available on disposal. ‘If you sell at a proﬁt,
you pay no capital gains tax. If you sell at a
loss, you can claim loss relief, which means
that if you are a 45 per cent rate taxpayer,
you would be entitled to a further 22.5 per
cent off your tax bill.
With the 64 per cent total upfront relief
and the 22.5 per cent loss relief, the total tax
break comes to 86.5 per cent of your
investment, which is quite generous downside
protection.

Business
Insurance
Is it a legal requirement?
If you employ UK-based members of
staff, you are legally required to take
out employer’s liability insurance. Any
business owner with UK staff should
not only have a policy in place worth at
least £5 million, but also have a
certiﬁcate with details of the policy
displayed where employees can read it.
Employers with staff based in other
countries need to research the laws of
their staff’s place of employment to
make sure they have adequate cover.
Those who work alone don’t require
employer’s insurance. Public liability
insurance means you’ll be covered if an
injury or accident happens to a member
of the public on your premises.
How do I know what policy is
right for my business?
Once you’re conﬁdent you’ve found the
cover that suits your needs you can
start building your business with the
support of a policy that perfectly meets
your needs, whether you’re a tutor,
translator or a tradesman
The most important cover related
question that every businesses or
property owner has to ask, at some
point, is what insurance do I need?
It can be difﬁcult to ﬁnd a single
deﬁnitive answer to this question as
every single business has different
needs.
Most commercial organisations,
whether sole traders, partnerships,
limited companies or multi-nationals
will have an insurance requirement, or
need, for some form of commercial
insurance. This could include legal
cover, key person insurance or public
liability to name a few.
Business insurance cover is there, in
the main, to protect you in the event of
a sudden and unforeseen (ie unexpected)
loss or damage to your own property or
to third parties property.

The articles featured in this publication are for your general information and use only and are not intended to address your particular requirements. They should not
be relied upon in their entirety. Although endeavours have been made to provide accurate and timely information, there can be no guarantee that such information
is accurate as of the date it is received or that it will continue to be accurate in the future. No individual or company should act upon such information without
receiving appropriate professional advice after a thorough examination of their particular situation. Will writing, buy-to-let mortgages, some forms of tax and estate
planning are not regulated by the Financial Conduct Authority. Levels, bases of and reliefs from taxation are subject to change and their value depends on the
individual circumstances of the investor.
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Who loses?

Women & their

PENSIONS
Women feared that they would be denied an improved pension under current
proposals to overhaul the state pension system. Now they will qualify after
George Osborne unexpectedly brought forward the reforms by a year.
This move means around 400,000
more people will be able to claim a
single-tier pension, as the new scheme
will be introduced on April 6, 2016, and
not 2017 as was previously planned.
This change will be particularly
welcome news for thousands of
women born between April and July
1953 who had complained bitterly that
introducing the pension reforms in
2017 penalised them unfairly.
Firstly, because the Government had
broken a commitment made in the
2010 coalition agreement that their
state pension age would not be
increased, and secondly because
ministers had then also broken the
commitment that they would be
included in the new state pension
system.
A man born on the same day as
them would, when he reached pension
age, be on the new single-tier pension.
Ironically, the new state pension
system, speciﬁcally designed to
improve pension outcomes for many
women and the self-employed, was
causing unfairness to this group of
women.
This change means that women born
on or after April 6, 1953 will now be
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the ﬁrst to collect the enhanced state
pension under the new system.
The single-tier pension will be
available for men born on or after April
6, 1951.
Under the reforms the Basic State
Pension will rise from £107.45 a week
to £144 a week.
Like all Government changes there
are always some winners and losers.
Here we explain how it will impact on
you.

Why the change?
The Government state they want to
simplify the system and end meanstesting. Today pensioners can claim the
Basic State Pension if they have 30
years of national insurance
contributions.
There is also a top-up pension based
on earnings called the State Second
Pension (S2P) or, formerly, SERPs.
This can boost your basic pension up to
nearly £250 a week, currently the
average state pension including the
top-up is only £124.
In addition, the basic rate is topped
up by a means-tested pension credit to
£142.70 a week for single people or
£217.90 for a couple.

The new system
Anyone who reaches State Pension Age
on or after April 6, 2016 will receive a
single pension of £144 a week in
today’s terms.
You will need 35 years of NI
contributions to qualify for the full
pension, while those with less than ten
years will get nothing at all. It will be
possible to make up a shortfall by
making voluntary contributions.
The downside is that the S2P and
pension credit will disappear under the
new system and worse, those who
retire before the new system is
introduced will continue to be paid
under the current rules and may still
have to rely on means-tested beneﬁts.

Higher earners who could have built
up beneﬁts of more than £144 a week
under the current system. The end of
the second-tier pension means that
they will no longer be able to boost
their pension in this way.
Anyone who contracted into S2P
and built up an entitlement worth
more than £144 a week by the time of
the change will retain their rights to
additional cash, but in the new system
the top-up element will only increase
each year in line with the consumer
prices index (CPI) of inﬂation.
By contrast, the ﬂat-rate pension will
increase in line with a “triple-lock”
guarantee of the highest of earnings,
CPI inﬂation or 2.5 per cent.
Final salary pension holders could
also lose as presently they beneﬁt
from a reduction in the amount
of NI that they pay because
most are “contracted out” of
S2P. From 2016 there will be no
contracting-out and these
workers will have to pay the
same levels of NI as those
contracted in. Employers
and members of
deﬁned beneﬁt

schemes will have to come to terms
with the loss of their NI rebates in
2016. A typical worker earning the
average salary of £25,000 will pay an
extra £270 a year, with the employer
having to pay up to £657.
These new system pension changes
will inevitably put extra pressure on
those private-sector employers who
are currently struggling to support
their pension arrangements and
therefore may be tempted to reduce
or, worse, wind up their schemes
completely.

Who wins?
Currently the self-employed can only
receive a maximum of £107.45 a week
because they pay lower NI contributions.
From 2016 they will get £144 a week
like everyone else, if they have 35 or
more qualifying years. Minimum wage
earners, part-time workers, mothers
and carers who could not build up a
full pension entitlement under the
current system will also gain.

Anyone who
reaches State
Pension Age on or
after April 6, 2016
will receive a single
You will need pension of £144
35 years of NI
contributions to
qualify for the
full pension

Maternity
& your pension
Preparing for the birth of a baby is an
exciting and busy time, and it is easy to
understand that your pension is not top
priority. However, it is important to
consider the impact of having a family on
your retirement pot.
The state pension
You’ll need 30 years worth of national
insurance contributions (NICs) to qualify
for the full amount. However, time taken
off work to raise a family can put a big
hole in this record, particularly if you
have many children. So, review your
entitlement to the state pension by
getting a state pension statement,
available from the DirectGov website.
If you become entitled to Child Beneﬁt
and the child is under 12, you may also
be entitled to apply for Class 3 National
Insurance Credits to boost your
entitlement to the eventual state
pension.
Ask your employer
If your employer is paying into a pension
scheme on your behalf, will these
contributions continue during your
maternity leave? Your employment
contract should give details of this. If not,
ask if you can make up any personal
contributions that are missed as a result
of your maternity leave.
Here is more information about what
pension rights are available when
considering maternity leave under the
two types of employer pension schemes:
1. Money Purchase: Your employer may
continue to pay the same contributions
based on your normal pay, but check with
them what their policy is. However, you
could end up paying reduced
contributions to the scheme based on
your level of maternity pay, resulting in a
smaller eventual pension fund – you
might want to consider topping this up.
2. Final Salary: You should build up your
pension as normal while you are on paid
maternity leave, but only paying
contributions calculated on the maternity
pay you receive from your employer.
3. Unpaid maternity leave: If your
employment contract states that your
maternity leave is unpaid, neither you nor
your employer are required pay into your
pension. However, any time worked
before or after this time would count
towards your pension. Many employers
will be more generous than this so, again,
check your contract of employment and
discuss your situation with them.
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Questions & Answers

BUDGET 2013
I funded the purchase of
my smallholding using a
loan; will I be able to
offset the debt for
inheritance tax
purposes?

As a small business
owner, will my rate of
corporation tax reduce?

exception of those held by
trusts and there are a number
of reliefs for situations such as
dwellings owned by a property
If you currently pay
development company.
corporation tax at the small
Charges are in four bands,
proﬁts rate of 20 per cent on
The budget announcement is proﬁts of up to £300,000, your starting at £15,000 a year for
properties worth £2-5m and
an anti-avoidance measure
rate will remain at 20 per
the ﬁrst charge is due by
aimed at schemes which
cent. The main rate of
October 31 2013.
attempt to reduce the value of corporation tax is being
someone’s estate for IHT
steadily reduced and will
Would it be beneficial for
purposes by creating loans
reach 20 per cent from April
me to invest in a Seed
that are created and generally 2015; going forward there will Enterprise Investment
won’t be repaid. In future,
be a single rate of 20 per cent Scheme before the end
debts will only be deductible
covering all companies, with
of this tax year following
from the deceased’s estate if
the exception of those in the
the Budget
the debt is repaid to the
oil exploration ﬁeld.
announcement?
creditor.
SEIS investments offer income
Is the annual property
A further condition is that
tax relief at 50 per cent,
tax still being
the debt will ﬁrst reduce the
providing the various
introduced?
value of assets qualifying
conditions are met. For the
This “annual residential
for business or agricultural
scheme to progress, capital
property tax”, will start on
property relief if the loan was April 1 2013 for properties
gains tax relief is available for
taken out to acquire such
worth over £2m that are held reinvestments into SEIS shares
assets.
for gains of up to £100,000
through companies, with the
made in 2012/13 and
reinvested in the same year.
This CGT reinvestment relief
is to be extended into
2013/14, but only for 50 per
cent of the gains made in
2013/14, so it is now less
attractive, but the income tax
relief still remains. However,
SEIS investments tend to be
higher risk than EIS due to the
nature of the enterprises
involved.
If you are tempted by SEIS,
make sure that you have
considered other investment
options ﬁrst. The very high tax
relief is a reﬂection of very
high risk. The value of
investments in a Seed
Enterprise Investment Scheme
may fall as well as rise and
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you may not get the full
amount invested. This type of
investment is not suitable for
everyone because of the high
risk. It is important that you
receive Financial Advice to see
if these schemes are suitable
for you

How much more can a
parent expect to get
from the new childcare
scheme?
The new scheme will be
phased in from autumn 2015.
The plan being that, childcare
costs up to £6,000 per child
will see parents get basic rate
tax relief, meaning the £6,000
would get a £1,200 tax break
and so cost a net £4,800.
Both parents have to be
working and earning under
£150,000 a year; those
receiving help via tax
credits/universal credits are
excluded.

Can the mortgage
guarantee be used to
buy a second home?
The “Help to Buy” scheme
has, from April 1 2013, be
available to all those who buy
a new-build home. It is not
just going to be open to ﬁrst
time buyers; it will also be
available to those trying to
move from one property to
another.
The wider mortgage
guarantee scheme will start
in January 2014 and on the
surface this seems to be open
to people to buy second
homes. Many believe and
expect the schemes to be
drawn up to exclude such
purchases.

OPTIONS
TAKE A LOOK AT
your retirement

Many people approaching retirement could lose tens
of thousands of pounds by picking the wrong route when
converting their savings into an income.
According to ﬁgures from the Association of
British Insurers (ABI), savers took out
420,000 annuities last year, the insurance
contracts that turn a pension pot into an
income for life, a rise from 400,000 in 2011.
Sales this year are expected to be the
highest since the credit crunch.
However, a growing number of wealthy
savers are opting to keep their pension pots
invested in the stock market at retirement.
While the focus at retirement is often on
getting the most competitive payout
following dramatic falls in annuity rates in
recent years, picking the right type of plan is
just as important.
Annuities
Standard annuities can be bought for a
single or joint life. Most are sold on a
single-life basis when many married people
would be better off buying joint-life
annuities that pay death beneﬁts to spouses.
An annuitant would get less when choosing
a joint life annuity but it would continue to
pay a smaller income to dependants after
death.
Fixed-term annuities are typically for ﬁve
or 10 years and at the end of that term, a
guaranteed capital sum is returned.
Health is a factor, however. If it has
deteriorated, a person coming to the end of
the ﬁxed-term annuity would qualify for an
enhanced annuity and an increased pay out.
Fixed-term annuities have grown in
popularity as lifetime annuities have became
poorer value.
Investment-linked
These combine the ﬂexibility of drawdown
with the security of an annuity, offering a

variable income based on the underlying
fund’s performance.
You would typically lock into one of these
products for life, they are reviewed annually
or every three years, depending on the
provider, and there is the option to switch to
a guaranteed annuity.
Inflation-linked
Products linked to the Retail Prices Index
(RPI), have been popular among savers who
do not want to see their pension incomes
eroded by rising prices. However, they are
more expensive than standard annuities and
initially pay out less income by about 40 per
cent.
What choice do I have?
You don’t have to just choose one annuity
type. Some people place half of their money
into a standard annuity and half in an
investment linked one, for example.
Campaigners have worked to get the
system changed to encourage those
approaching retirement to shop around for
the best value annuity.
Drawdown
Wealthier savers with larger retirement pots
might consider drawdown, taking monthly
amounts out of the fund, allowing them to
leave money invested longer in the markets.
Many people are invested in the stock
market through capped income drawdown.
Strict rules limit how much can be taken
from investments, set by the Government
Actuary’s Department (GAD) and based on
annuity rates.
In April 2011, the amount these savers
could take out was reduced from

120 per cent to 100 per cent of the GAD rate.
On March 26 2013, the move was reversed.
Since the outlawing of gender-based
annuities last year, women must also be
offered the same drawdown terms as men.
Individuals can still opt to buy an annuity
if they prefer a secure income at a later date.
People use drawdown in different ways.
About a third take the tax-free lump sum
and leave the rest invested.
It may be possible to draw a larger sum,
via ﬂexible drawdown. If you have other
secure pension income, you can withdraw
more cash from your plan than the
Government-prescribed maximum but you
will have to pay tax on the withdrawals at
your highest marginal rate.
Could you get an enhanced payout?
Annuity companies will take any
life-shortening medical conditions, such as
high blood pressure and diabetes, into
consideration and pay a higher income.
These enhanced annuities can boost
annual pensions by as much as 30 per cent
in some cases, as life expectancy is shorter.
Many people fail to take advantage of these
higher rates if they do not take advice.
It is well worth your while checking to see
if your state of health will impact on
potential payouts.
The value of your investment and the
income from it can go down as well as up
and you may not get back the original
amount invested. Past performance is not
a reliable indicator for future results.
Please contact us for further information
or if you are in any doubt as to the
suitability of an investment.
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The ISA years
It is prudent and sensible to save for old age at certain stages, while at others you need
ﬂexibility to make a deposit on a house or pay for a child’s education.
Every adult, whatever their age, has the right to put away £5,760 in cash and £5,760 in
shares and other investments in an ISA, or £11,520 entirely in investments, in a tax-free
scheme. Children who do not have a Child Trust Fund also have an ISA allowance of £3,720
for the tax year 2013/14.
The ISA allowance is yours to use or lose each year. Making the most of it is important at
any age, taking into account different circumstances during your stages of life.

The young
Even the newest newborn can have cash
invested on their behalf. The Junior ISA (JISA) is
your chance to get on the ladder for your
children or grandchildren.
Every child in the UK, except those who were
born between September 2002 and January 1,
2011, has the right to a Junior ISA, not just
babies.

The twenty something’s
This group generally have a lot of other
ﬁnancial commitments, student loans, saving
for a ﬁrst home, a car loan etc. so they may
feel they cannot afford to save. But by putting
aside a small amount, they can begin to build
a nest egg for the future. Younger investors
tend to have longer time horizons, and small
amounts can grow over time.

During your thirties
With the possibility of small children around
now, many feel their ﬁnances stretched, but
saving into an ISA allows you to store up

beneﬁts for later. Putting unexpected cash into
an ISA immediately is one way to do this.
Saving any additional money into a cash ISA is
a way to ensure that you make the most of any
money you’ve received.
If you are unsure about saving into a
pension at this stage in life, and thinking you
may need the money to deal with child-related
emergencies, you can always put the money
into an ISA to at least get some of the tax
beneﬁt.

Mid-life
This is the time for serious saving to begin, as
the reality dawns and people start saving
seriously for retirement. ISAs are ideal for this
as they are ﬂexible, allowing you to withdraw
money as needed, as well as protecting your
assets from tax.
You should also review the performance of
ISAs you have taken out in previous years.
For cash ISAs, check to see whether better
interest rates are now available
elsewhere and don’t forget you
can transfer ISAs between
providers.

Nearing Retirement
In the run up to retirement, it is advisable to
reduce exposure in your stocks and shares ISA
to equities to try to limit volatility in your
portfolio and to protect from any sudden falls
in the market. You can action this by increasing
the bond and gilt holdings within your
portfolio either through direct holdings or
funds. When thinking about ISAs, it is
beneﬁcial to maximise income generation from
bonds or cash inside an ISA wrapper to avoid
paying income tax.

Retirement
During retirement you should remember that
you still receive an ISA allowance. Remember a
pension allows you to save to retirement; an
ISA enables you to save through retirement.
Post-65 is still a good time to hold a
diversiﬁed basket of shares that offers a
sustainable and growing dividend, either to be
taken as income or reinvested for future
growth; this can make for a more ﬁnancially
secure retirement.
Whilst you are alive you can shield your cash
from the taxman in an ISA, but this makes no
difference to inheritance tax liability on your
estate when someone inherits it. If your estate
is likely to be subject to inheritance tax, a tax
adviser may be able to advise you on “gifting”
some of the cash in your ISA before you die.
Remember that you can transfer assets
between spouses without incurring tax liability.
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The value of your investment and the income from it can go down as well as up and you may not get back the original amount invested. Past performance is
not a reliable indicator for future results. Please contact us for further information or if you are in any doubt as to the suitability of an investment.
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Have you inherited

What happens to my pension

AND SOLD IT?

when I die?

a property

Take advantage of HM Revenue & Customs’
new property tax amnesty before September
this year.
The amnesty, entitled the Property Sales
Campaign, is an opportunity for anyone
who has sold, or given away (‘gifted’)
second or additional residential properties
in the UK or abroad, to voluntarily disclose
their income or gains and pay what they
owe in the way of tax by 6 September
2013.
Property owners need to notify HMRC by
9 August 2013 in order to qualify for the
reduced level of penalty.
After the amnesty has closed, HMRC will
levy a higher rate of penalty of up to
100 per cent of tax.
Many property owners may have
inherited their property or received it as a
gift and are therefore unaware that they
are liable to pay tax on the proﬁt gained
following the sale of the home.
The HMRC amnesty is good news for
anyone who has unwittingly failed to pay
monies owed to HMRC, especially if they
have sold their house following an
inheritance or windfall.
Property owners eligible for the
campaign can take part and tell HMRC
about any gain that they haven’t
previously disclosed.
The correct level of penalty can then be
assessed to reﬂect why the owner has not
paid the right amount of tax in the past.
They may also be able to pay what they
owe by instalments. The HMRC campaign
also covers sales of gardens for building
plots.
Individuals wishing to take part need to
notify HMRC of their name and current
address, email address if notifying online,
national insurance number and self
assessment unique taxpayer reference if
property owner has one.

Without purchasing death benefits, your pension
will be lost if you die early, which may leave your
spouse and/or dependants unable to cope. There
are three main scenarios once you reach 55.
You haven’t drawn your pension
yet
If you die before taking any tax-free cash or
income, and you’re under 75, your pension
will normally be paid to your beneﬁciaries as
a lump sum, free of tax.
When you reach age 75 or take the taxfree cash or income, the rules change. Your
untouched pension can still be passed on to
beneﬁciaries as a lump sum but will be
subject to a 55 per cent tax charge.
Alternatively the fund can be used to
provide your spouse or dependants with a
taxable income.
Choosing an annuity
An annuity is a regular income, which is both
secure and taxed; it is purchased from an
insurance company in exchange for your
pension pot. The income is paid to you for life
which can be good if you live for a long time;
but not so good if you die early. An annuity
will stop on your death unless you have
chosen to protect the income. Once set up an
annuity cannot be changed or cancelled so
it’s important to choose the options very
carefully.
There are generally three main options you
can choose:
• Joint life option – If you die your
annuity income will be paid to your spouse or
partner for the rest of their life. Options can
include 50 per cent (your spouse receives
half the income you were receiving), and two
thirds spouse’s pension.
• Minimum period payments - You can
choose a guarantee period of up to 10 years.
Income will continue to be paid until the end
of the guarantee period, even after death.
Some annuity providers allow the payments
to be made outside your estate for
inheritance tax purposes.
• Value protection - If you die before a
certain age (normally 75) and the total gross
income paid to you is less than the amount
which purchased your annuity, the balance
will be paid to your beneﬁciaries, after a 55
per cent tax charge.

Choosing income
drawdown
Income drawdown allows you to
retain full control of your pension
pot. You can choose where it is
invested and draw a variable, taxable
income. The death beneﬁts under income
drawdown are more ﬂexible than an annuity
and do not have to be decided at outset. This
ﬂexibility is one of the main reasons investors
consider income drawdown, however it can
come at a price compared to an annuity, as
poor investment performance and excessive
income withdrawals can reduce the fund
dramatically.
Should you die during drawdown, your
beneﬁciaries have the following options for
the remaining fund:
• Take the remaining fund as a lump
sum, subject to a 55 per cent tax charge.
• Your dependant can continue with
income drawdown. The fund is passed on
without any tax charge. Any income taken is
taxable at their personal income tax rate.
• Your dependant can use the
remaining pension to take flexible
drawdown provided they meet the set
criteria, (including being in receipt of the
minimum £20,000 secure, annual pension
income). Withdrawals are taxable at their
personal income tax rate.
• Your dependant can buy a lifetime
annuity with the remaining fund. No tax
charge is applied to the remaining fund if the
full amount is made available to buy the
annuity.
• A tax free lump sum can be paid to
your nominated charity. If you have
dependants this payment will be subject to a
55 per cent tax charge. If there are no
dependants the payment is free of tax.
Please note, the amount of tax relief and
the value of tax shelters will depend on
your own circumstances and tax rules can
change over time. It is advisable to consult
a professional financial adviser before any
tax and pension planning decisions are made.
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Protection when
you need it most

LOW COST INVESTMENTS

with high returns

Investment trusts have always been one of the best-kept secrets in the financial world.
Many of the UK’s wealthiest families have used them as an effective way of accumulating
wealth. But the general public have been slow to follow suit. Part of the reason is that
investment trusts have not been heavily marketed and have generally not paid commission
to financial advisers as an inducement to recommend them. But now the Retail Distribution
Review (RDR) will generate a wholesale shake-up of the investment industry and offer
investment trusts a once-in-a-lifetime opportunity to compete on much more equal terms.
How the RDR will help investment
trusts
The RDR regime is putting an end to the
potential bias where advisers might have
been tempted to recommend products such
as unit trusts and investment bonds, which
carried commission, and to ignore products
such as investment trusts, which generally
did not. From January this year, adviser
commission was abolished, which means the
trusts should beneﬁt from the levelling of the
playing ﬁeld. They will receive a further boost
from the RDR requirement that all advisers
who wish to obtain the coveted
“independent” label will have to be able to
advise on the whole range of ﬁnancial
products, including investment trusts.
How investment trusts work
Investment trusts, like unit trusts, are
collective. They pool money from individuals
or groups and invest it in the stock market.
But there the similarity ends. Whereas the
price of unit trusts exactly represents the
underlying, or net asset value (NAV) of the
fund portfolio, the value of shares in
investment trusts is determined by supply
and demand and can be lower than the
underlying value (known as trading at a
discount) or higher (trading at a premium).

They are shares, and so normally have to be
bought and sold through a stockbroker,
meaning paying broker’s fees on buying and
selling, plus stamp duty of 0.5 per cent on
purchases.
The attractions
Charges on investment trusts have tended to
be lower than those of unit trusts. This is
partly because they do not charge
commission payments, but also because they
have a generally lower cost structure.
Many investment trusts have Total Expense
Ratios (TERs, made up of management fees
plus sundry expenses) of less than 1 per cent
per annum, whereas unit trusts typically
carry TERs of about 1.7 per cent.
Trusts are allowed to borrow money to
purchase additional shares for their portfolio,
a process known as gearing. This has a
multiplier effect, boosting performance when
markets rise and magnifying losses when
they fall. Since markets rise more often than
they fall, gearing generally enhances trusts’
returns. The combination of lower charges
and gearing helps to explain why investment
trusts have tended to outperform unit trusts
over the long term.
Another plus point is that investment
trusts have independent boards of directors,

who work for the interests of the
shareholders, not the fund managers.
The drawbacks
Investment trusts, with their complicated
pricing structure and their gearing,
have always been a bit more difﬁcult to
understand than some other products,
so investors have to make an effort to
understand how they work. In addition, the
trusts’ lower charges mean there has not
been much spent on marketing, so investors
have largely had to ﬁnd out about
investment trusts for themselves.
Although the impact of the RDR looks set
to bring investment trusts to a wider
audience, it could be a double-edged sword.
By requiring unit trusts to remove
commission from their charging structure,
the RDR will actually make them more
competitive on price with their investment
trust rivals.
But despite all the possible pitfalls, the
arrival of the RDR marks a once-in-a-lifetime
opportunity for investment trusts.
Thousands of advisers are becoming
aware of investment trusts for the ﬁrst time
and this, in turn, should mean more ordinary
investors start to beneﬁt from the City’s
best-kept secret.

Critical illness cover is a long-term insurance
policy which pays out a tax-free lump sum on
the diagnosis of certain speciﬁed
life-threatening or debilitating (but not
necessarily fatal) conditions, such as a heart
attack, stroke, multiple sclerosis and certain
types/stages of cancer. A more comprehensive
policy will cover more serious conditions,
including loss of sight, permanent loss of
hearing and a total and permanent disability
that stops you from working. Some policies
also provide cover against the loss of limbs.
Taking out critical illness cover for you and
your family offers protection when you may
need it more than anything else. Ensuring
you are fully covered is essential as not all
conditions are necessarily covered, which is
why you should always obtain professional
advice.
If you are single with no dependants,
critical illness cover can be used to pay off
your mortgage, which means that you would
have fewer bills or a lump sum to use if you
became very unwell. And if you are part of a
couple, it can provide much-needed ﬁnancial
support at a time of emotional stress.
The illnesses covered by insurers are
speciﬁed in their policies, also included are
any exclusions and limitations, which may
differ between insurers. Critical illness
policies generally only pay out once, so they
cannot be viewed as an income replacement.
Some policies offer combined life and critical
illness cover. These pay out if you are
diagnosed with a critical illness, or if you die,
whichever happens ﬁrst.

If you currently have an existing critical illness
policy in place, you might ﬁnd that by
replacing a policy you would lose some of the
beneﬁts if you have developed any illnesses
since you took out the ﬁrst policy. It is
important to seek professional advice before
considering replacing or switching your
policy, as pre-existing conditions may not be
covered under a new policy.
Many policies allow you to increase your
cover, particularly after lifestyle changes such
as marriage, moving home or having
children. If you cannot increase the cover
under your existing policy, you could consider
taking out a new policy just to ‘top up’ your
existing cover. A policy will only provide cover
for conditions as deﬁned in the policy
document. For a condition to be covered,
your condition must meet the policy
deﬁnition exactly.
Some conditions will not be covered if you
suffer from them after reaching a certain age,
for example, many policies will not cover
Alzheimer’s disease if diagnosed after the
age of 60.

Few policies pay out as soon as you receive
diagnosis of any of the conditions listed in
the policy and most pay out only after a
‘survival period’, which is typically 28 days.
This means that if you die within 28 days of
meeting the deﬁnition of the critical illness
given in the policy, the cover would not pay
out.
The cost of critical illness cover depends on
a range of factors including what sort of
policy you have chosen, your age, the amount
you want the policy to pay out and whether
or not you smoke.
Permanent, total disability is usually
included in the policy. Many insurers deﬁne
‘permanent total disability’ as being unable
to work normally as a result of sickness,
while others see it as being unable to
independently perform three or more
‘Activities of Daily Living’ as a result of
sickness or accident. Activities of daily living
include dressing, eating, bathing and
mobility.

The value of your investment and the income from it can go down as well as up and you may not get back the original amount invested.
Past performance is not a reliable indicator for future results. Please contact us for further information or if you are in any doubt as to the
suitability of an investment.
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FINANCIAL REVIEW
The start of the new tax year is the perfect time to take advantage of
all the new tax reliefs and allowances.
Take time to review your plans and start the new tax year fresh
and put yourself on the right track for 2013/14.
Be sensible with your cash
Cash is vital to meet short term spending and to hold as an
emergency fund. Unfortunately cash rarely keeps pace with the rate
of inflation, which means over time the spending power of your
savings falls. Therefore hold cash but not too much. Review how
much cash you should hold and shop around to improve the interest
rate you receive.
Rebalance your portfolio
Over time your portfolio will move towards those holdings which
have grown faster than the rest. Take the opportunity to realign your
portfolio when you review your investments: consider taking some
profits and reinvest in where you feel there are better prospects for
the new tax year.

Tackle your tax
It has never been more important to shelter your investments from
tax. The headline rates of tax may scarcely change, however the
shifting of the tax bands will draw an estimated one million more
people into higher rate tax by 2015. One of the easiest ways to
minimise tax on your savings and investments is to use an ISA.
You can shelter up to £11,520 this tax year in ISAs (the tax year runs
from 6 April 2013 – 5th April 2014) of which £5,760 can be in cash.
Keep your retirement plans on track
Does your pension need a top up? The tax relief available on pension
contributions makes them a compelling choice for retirement savings,
a £1,000 top up costs a basic rate taxpayer £800, a higher rate
taxpayer £600 and an additional rate taxpayer £550. If you have old,
poorly performing pensions, consider consolidating them to improve
their prospects, but check if there will be any penalties or loss of
guarantees first.
Take advice
For any advice on your personal financial circumstances, pensions and
investments whether current or old please contact us and we will be
more than happy to discuss the options available to you.

x
ew ta o
n
e
h
t
t
rt of fect time ew
a
t
s
The the per all the n
f
is
year antage o and
efs
adv
take tax reli nces.
a
allow

your
w
e
i
v
to re the new
e
m
i
t
rt
Take and sta and put
s
plan ear fresh ght track
i
tax y on the r
self
3/14
your for 201

For more information on any subject that we have covered in this issue, or on any other subjects,
please tick the appropriate box or boxes, include your personal details and return this section to us.
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Financial wealth check
Tax efficient investments
Pensions
Tax planning
Critical Illness cover
Protection
Off-shore investments
Healthcare
Director and employee benefit schemes

Name
Address
Postcode
Tel. (home)

Tel. (work)

Mobile

Email

Please return to:
KMI Consultants – Prague Office, Vladislavova 46/3, 110 00 Praha 1, Czech Republic
Checkmate Financial Services Ltd, 51 Moorgate, London, United Kingdom

You voluntarily choose to provide your personal details. Personal information will be treated as confidential by us and held in accordance with the Data Protection Act. You agree that personal information may
be used to provide you with details and products or services in writing or by telephone or email.

M8trix Media Limited, Basepoint Business & Innovation Centre,
Great Marlings, Luton, Bedfordshire, LU2 8DL

This magazine is for general guidance only and represents our understanding of the current law and HM Revenue and Customs practice.
We cannot assume legal responsibility for any errors or omissions it might contain. Level and bases of, and reliefs from taxation are those
currently applying but are subject to change and their value depends on the individual circumstances of the investor. The value of
investments can go down as well as up, as can the income derived from them. You should remember that past performance does not
guarantee future growth or income and you may not get back the full amount invested.

