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Pensioner

BONDS
One of the rabbits out of George Osborne’s
hat in the Budget was easily the Pensioner
Bond, set to be offered through NS&I,
a savings product that could see those aged
65 plus generating much better returns for
their money.
Considering that a lot of pensioners rely
on their savings to provide a meaningful
income it’s certainly a decision to be
applauded. But, just what is the Pensioner
Bond and how will it work?
We’ve compiled a few things you need to
know about it so you’re ready for its launch.
1. To be eligible, you’ll need to be
aged 65 and above. As the name
suggests it’s a pensioner bond – for
pensioners only – so those of you still of
working age will have to look elsewhere.
2. There’ll be two versions to choose
from, a one-year and a three-year.
They’ll have different rates accordingly, so as
with any ﬁxed rate bond the decision will
come down to how long you’re willing to
lock your money away for. They’re ﬁxed rates
too, giving you security over the returns
you’ll get.
3. Both will offer market-leading
rates. As yet there’s no conﬁrmation of
what those rates will be, they’ll be set in the
autumn, but current estimates are that the
one-year bond will pay around 2.8% and
the three-year will offer 4%.

4. The maximum investment is
£10,000 per person, per bond. But, you’ll
need to be quick off the mark, there isn’t a
limitless supply of these bonds, and NS&I is
only planning to issue £10bn worth of them.
5. The returns will be taxed just like
any other savings account. Unlike ISAs
they’re not tax-free, so they’ll still be subject
to income tax in accordance with your
nominal tax rate.
6. They’ll be available from January
next year. You’ve got a while to wait until
the bonds become available, and that means
you should be cautious about where you
invest your money between now and then.
If a current bond is coming up to maturity,
don’t automatically roll it over into a new ﬁx,
given that only a limited number of these
bonds will be available it makes sense to
keep your cash to hand (potentially in easy
access accounts) so you can invest it as soon
as they’re launched, particularly as they’ll
offer much better rates.
It’s a great boost for pensioners who have
been stuck with paltry interest rates over the
last few years, and considering the rates are
set to beat alternatives on the market it
means pensioners can generate a
meaningful return once again. It’s even
hoped that the new bonds will mean other
banks and building societies want to up their
game as they see savers take their money
and head for NS&I, so it could be good for
the savings market as a whole.

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.

How do the pension
changes affect me?
The Chancellor unveiled the biggest
pensions revolution for almost a century in
his spring budget by announcing plans to
give people far more freedom to choose
what they do with their pension pot funds.
People will now have more control and
choice over their pension pots and some of
the tax burdens will be eased. But the single
biggest change is that if you retire after April
2015, you will no longer need to buy an
annuity that provides an income stream until
you die.
I have just retired and bought an
annuity?
Unfortunately, it is now too late to fully
reverse as interim rules on drawdown and
taking small pots as cash applied from
March 27 2104, but the Government is not
proposing to interfere in private contracts,
which is what an annuity is. However, if
you’ve bought an annuity recently, you may
be able to change your mind, because
several life companies have extended their
“cooling off periods”.
Can I still buy an annuity?
Yes, but future annuities may become more
expensive than they are now as it is likely
that the people who are the highest risk for
insurers, those wealthy individuals likely to
live to a old age, will want annuities most.
Higher risk means higher cost.
I thought you didn’t need to buy an
annuity anyway?
Yes, but you need secure retirement
income from another source,
such as a ﬁnal-salary pension
from a former employer, From
March 27, you will only need
£12,000 of secured income
for ﬂexible drawdown.
If you are getting a full,
basic state pension and a
pension pot of around
£181,000 you probably
have enough to enable you
to choose drawdown

instead of an annuity, based on Treasury
calculations.
If you want to go into capped drawdown,
you’ll be able to take 150 per cent of what
an equivalent annuity would pay compared
to 120 per cent now.
From April next year, subject to legislation,
these rules will no longer apply and you’ll be
able to take what you like whenever you like,
once you’ve turned 55.
Small pension pots holders, what do
we do?
People with a few smaller pots will gain.
The amount of total pension wealth that can
be taken as a lump sum under “trivial
commutation” rules increased from £18,000
to £30,000 with effect from March 27 2014.
The maximum size of a small pot that can be
taken as a lump sum (regardless of total
wealth) rose from £2,000 to £10,000 and
the number of pots that can be liquidated in
this way rose from two to three.
What happens if I die?
Currently, pension funds bequeathed are
subject to 55 per cent tax charges.
The Government is consulting on whether
this limit should be lowered in future.
What if I want to take all my pension
pot?
If you take the pot as cash today, you will be
charged tax at your marginal rate on any
cash you withdraw above the 25 per cent
level.

Points
to remember
Remember, despite the headlines
that accompanied the proposed
changes, when contributing to a
pension you’re investing for your
retirement. You cannot normally
access a pension until at least age
55, usually taking up to 25%
tax-free cash and a taxable
income from the rest. If the
announced changes come to
fruition, from 2015 it will be
possible to take as much income
from a pension as you wish
(subject to income tax) to fund
your retirement.
The Government automatically
pays 20% of your contribution.
Which means when you make a
payment of £8,000 the
Government automatically adds
£2,000 to make a £10,000 total
contribution. You can then claim
back more through your tax
return.
Higher-rate taxpayers can claim
back up to an extra 20% (£2,000
in the example) whilst top-rate
taxpayers up to an extra 25%
(£2,500 in the example).
This means the £10,000
contribution in the example
could effectively cost a
higher-rate taxpayer as little as
£6,000 and a top-rate taxpayer as
little as £5,500. The exact amount
of relief will depend on your
circumstances, for example you
will need to have paid enough
tax at the highest rate you are
claiming to receive the full relief.
If you want to save for your
retirement and take advantage
of the significant tax breaks
available, you could consider
topping up your pension.

Not all ﬁnancial advisers will have regulatory permission to advise on every product mentioned in these articles. Certain products mentioned in this magazine may require advice from other
professional advisers as well as your ﬁnancial adviser and this might involve you in extra costs. 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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the Budget for savers
Savers got the boost they were waiting for as
the Budget increased the ISA allowance
massively above inﬂation to £15,000 from
1 July 2014.
These radical changes will see savers able
to deposit £15,000 in an ISA tax-free wrapper
and this total will be able to be held as a cash
ISA.
Another beneﬁt to savers is they will be
able to transfer previous years’ funds from
stocks and shares ISAs into cash ISAs. This
was not previously possible.
Presently, savers can invest £11,520
without any tax implications. Only half of this,
£5,760 can be held in a cash ISA, while the
full allowance can be put in a stocks and
shares ISA.
The Chancellor George Osborne said the
increase in the limit is a thank-you to savers
that have made ‘sacriﬁces for economic
security’ by putting up with rock-bottom
interest rates.
This dramatic budget announcement,
which came as a surprise to savings experts,
will enable tax-free savers to shield almost
three times more cash into a tax-free ISA than
they can currently.
The Chancellor explained his decision by
stating that three quarters of those with a
cash ISA are basic rate taxpayers and these

changes will make ISAs more ﬂexible. Stating
that one of Britain’s weaknesses is the fact
we ‘borrow too much, but save too little.’
The new allowance from the Autumn
statement of £11,880 started on 6 April
£5,940 which can be put into a cash ISA.
Then from 1 July 2014, the existing ISA will
automatically become a NISA and can be
topped up to the £15,000 limit. Thereafter a
totally new allowance will then start nine
months later in April 2015.
He also announced that the limit for a
Junior ISA and Child Trust Funds will be raised
to £4,000.
To further increase the choice that ISA
savers have about how they invest, ISA
eligibility will be extended to peer-to-peer
loans, and all restrictions around the maturity
dates of securities held within ISA will be
removed.
The savings industry believes this
announcement will bring the amount people
can save in a cash ISA in line with the amount
that can be invested in a stocks and shares
ISA is great news for Britain’s savers.
The Building Society Association has
lobbied hard for change and ﬁnally the
Chancellor has listened and has done exactly
what they have been calling for, which is to
increase the ISA limits but crucially delivered a
single allowance which no longer penalises

savers who want to invest in cash and
allowed the transfer of funds in either
direction between cash and stocks & shares
ISAs. This will beneﬁt many mid and lower
income savers, especially those nearing
retirement.
Cash ISA rates have nose dived over recent
years, mostly because of the Funding for
Lending scheme which enabled banks and
building societies to tap into cheap money
from the Government rather than rely on
savers. It remains to be seen what this huge
change will have on rates pre-July.
The Chancellor also announced the
abolition of the 10 per cent starting rate for
savings. Currently, the ﬁrst £2,790 of savings
income above the tax-free personal allowance
is taxed at a starting rate of 10 per cent.
In order to provide further support for the
lowest income savers, George Osborne said
that from April 2015 the 10 per cent savings
rate will be reduced to zero per cent.
The Government will also increase the band
of savings income that is subject to the 0 per
cent rate to £5,000.
As a result of these measures, the
Government expects 1.5million people to
beneﬁt, with an average gain of over £150
per year.
This upside being that anyone with a total
income of less than £15,500 per annum will
no longer pay any tax on their savings
income.

Tax-free ISA limit to increase
to £15,000 as of July 2014.
All of it can be held in cash now
whereas before only half could.
Savers can now transfer all their
money into the new ISA,
branded the NISA.

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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Post BUDGEt REViEW
A wide range of measures were announced in the 2014 Budget,
with savers very much “at the centre”. Here we cut through all
the detail to highlight the measures that will affect individuals.
Winners
• ISA savers. An ISA rise from £11,520 to
£15,000 from July 1 this year. They can also
save the full amount in cash, rather than
only half, as at present. It means savers
with hundreds of thousands in ISA
investments can move the money into
savings accounts.
• Pension savers. More flexibility over
taking an income from a pension and
pledge that no one would be forced to buy
an annuity. There was also an increase in
the amount that can be taken as a cash
lump sum from a small pension pot.
The age at which you can access your
money, the 25 per cent lump sum or the rest
of your money which is taxed, will be raised
from age 55 to 57 in 2028, affecting anyone
aged 40 or under.
The 10 per cent tax rate on savings
income, which applies if your total income
is less than about £13,000 will be reduce to
a 0 per cent rate and the amount it applies
to will be doubled to £5,000. This
complicated tax break will now be much
more worthwhile for savers to claim.
Pensioners and stay-at-home parents are
among those likely to benefit.
• Pensioners. Anyone aged 65 or over will
be offered a new type of savings account
named “Pensioner bonds”, available from
NS&I from January next year, is expected to
pay up to 4 per cent on a three-year fixedrate bond. A one-year bond is expected to
pay 2.8 per cent. Pensioners will be allowed
to invest up to £10,000 into each type of
bond.
• Everyone earning less than £100,000
will pay less income tax because of a
further rise in the tax-free personal
allowance for each taxpayer. This will rise

from £9,220 to £10,000 from April 2014
and to £10,500 in 2015. The level when the
higher rate 40 per cent starts will rise at
1 per cent a year, taking it from £41,450 to
£41,865. Those earning more than
£100,000 progressively lose the tax-free
allowance.
• Premium Bond savers will be delighted
with a rise in the limit on the amount you
can buy, up from £30,00 to £40,000 from
August, and the introduction of an extra
£1m monthly prize on top of the existing
one. There will be another rise in the limit to
£50,000 from 2015/16.
• Around 1.9m parents will be eligible for
a new system of “20 per cent off” child care
tax breaks to replace the current voucher
system. The equivalent of their basic-rate
tax payments on up to £10,000 spent on
child care for each child, worth £2,000 for
each child. It exceeds the maximum saving
of around £1,516 under the current child
care voucher scheme.
• Socially-aware investors will be able to
take advantage of new social investment
tax relief with a 30 per cent tax break.
This is in line with the tax break that
investors get when they invest in venture
capital trusts.
• Drivers will be relieved to hear that the
“fuel escalator” on petrol, due to push up
duty again in September, has once again
been abandoned.
• Beer and whisky drinkers. Duty on
Scotch whisky and ordinary cider will be
frozen. Beer duty will be cut by 1p following
the same cut last year.
• Long-haul travellers. From April 1, 2015,
the tax on long-haul flights between 4,001
and 6,000 miles will be reduced by £14 per

person, while those over 6,000 miles will be
cut by £26.
• Bingo players should benefit from a
reduction in bingo duty to 10 per cent.

Losers
• Families where one parent stays at
home to take care of the children will not
qualify for the new child care subsidy worth
up to £2,000 per child. The scheme, which
covers children up to the age of 12, will
come in from September next year.
• Investors of VCTs and EISs.
The Chancellor said he would take action to
curb abuse of venture capital trusts and
enterprise investment schemes. Following
the withdrawal of VCT status from two
funds earlier this month, this could stoke
fears of tighter regulation of the system and
more investors losing the tax breaks they
expected. VCTs offer a 30 per cent income
tax rebate and tax-free income.
• Those earning around £40,000.
Mr Osborne resisted pressure to order a
significant increase in the starting level of
the 40 per cent tax rate of £41,450.
• Those planning to retire at 55. For all
of the positive changes on pensions (see
above) there was a sting in the tail for those
planning their finances around retiring early.
The age at which savers can access their
pension, either the 25 per cent tax-free
lump sum or the remainder, which is taxed,
will rise from 55 to 57 in 2028, affecting
anyone aged 40 and under.
• Tax avoidance. The Government will also
seek to bear down on other tax avoidance
schemes by adopting a “guilty until proved
innocent approach” – tax will be payable in
advance and refunded only if the avoidance
scheme can be shown to comply with the
rules.
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Pension freedom
A series of pension restrictions were loosened as of March 2014 to
give people more flexibility over their retirement incomes.
Rules on drawdown products and small pension pots changed from
March 2014, here is a guide on what you can now expect.
The guaranteed source could come from the state pension, an
annuity bought with another pension pot, or a deﬁned beneﬁts
Income drawdown
pension.
Income drawdown allows those nearing retirement to take an income
Now from March 2014 the minimum income limit to start ﬂexible
directly from their pension pot, which remains invested so it can
drawdown falls from £20,000 to £12,000.
grow further and last longer into their retirement.
Small pension pots
The amount you can withdraw as income is capped based on the
Government Actuary Department (GAD) rate, which is a similar level Formerly people aged over 60 in possession of pension pots worth
less than £2,000 could take them as a cash lump sum, but this is
to annuity rates.
Currently, drawdown customers can take an income that is 120 per now moved to £10,000 as from March 2014.
Furthermore, those aged 60 or over whose total pension savings
cent of the GAD rate.
are
worth less than £30,000 can take all of their savings as a lump
As of March 2014, this increased to 150 per cent. Pensioners don’t
sum
from March 2014, of which 25 per cent will be tax-free, with the
have to take the maximum amount; they can lower the amount to
rest
taxed
at marginal rates.
ensure their pensions last longer if they wish.
Some companies, have reduced the minimum pot size a person
Changing your drawdown amounts
needs to enter income drawdown to £30,000 to give an option for
Income drawdown reviews are held every three years which allows
people to access their pension now rather than waiting until they get people to change the amount they take from their pension pot.
full access next year.
This means existing customers who want to take advantage of the

The changes

Flexible drawdown
The Government wants all pensions to work this way as of next year.
Those in retirement can take as much as they want from their
pension pot as and when they choose.
Previously to qualify, you had to prove you had £20,000 income
from other guaranteed resources in retirement, which allowed you to
take your cash as and when you want.

new 150 per cent GAD rate will normally have to wait for their next
review date, but they can request an emergency review to be held on
the anniversary of taking out the drawdown plan, whether through
your provider or your professional ﬁnancial adviser.

If you have total pension savings of
less than £30,000 and are aged over 60,
you can take this as a lump sum
with immediate effect.
6

Are pension providers ready?
Many well known providers conﬁrmed the
new enhanced GAD rates and lower the
restrictions for ﬂexible drawdown as from the
end of March 2014.
Taking your small pensions pot now
If you have total pension savings of less than
£30,000 and are aged over 60, you can take
this as a lump sum with immediate effect.
This is known as trivial commutation.
If you have not started taking an income
from the pots, only 75 per cent of the lump
sum will be taxed. If you have started taking
the pension before turning it into a lump
sum, then the whole of the lump sum will be
taxed. All withdrawals will initially be taxed
at the 20 per cent basic rate, providing this
doesn’t put you into a higher tax band.
Also, you must have had your pension pots
valued at least three months before you
decide to take the lump sum.
Don’t forget or miss any pension pots,
because if it turns out you have more than
£30,000 in savings, your lump sum will be
treated as an unauthorised payment by
HMRC then a 55 per cent tax charge will
apply.

Should you have a deﬁned beneﬁt pension,
the value of your pot is the promised pension
multiplied by a factor of 20, if you were due
£2,000 a year, then the value would be
£40,000, plus any lump sum. In any case, you
should contact your administrator for a
current valuation.
All lump sums are taxed at 20 per cent via
Pay As Your Earn, those which exceeds the
40p or 45p tax band pay additional tax they
on their lump sum via a self-assessment
return. This includes those already paying the
40p or 45p tax rate.
If you wish to take a lump sum from a
workplace pension pot worth less than
£10,000, you must not have transferred any
funds out of the pension scheme in the last
three years, you also can’t be a controlling
director, or connected to the controlling
director, of the employer running the pension
scheme.
If you have a personal pension worth less
than £10,000, you can take all of this as a
lump sum, a quarter of which is tax-free. If
you have several personal pension pots, you
will only be allowed to take a pot as a lump
sum on three occasions.

is my annuity
protected if the
provider goes
bust?
After the Budget announcement, shares in
retirement companies plunged after George
Osborne’s statement: ‘Nobody will have to
buy an annuity.’
From next April, people will be allowed to
take money directly from their pension pots,
rather than having to hand over their savings
to an insurer in exchange for an annual
income.
Firms that offer enhanced annuities, which
offer bigger payouts than regular annuities as
they take into account medical conditions or
unhealthy habits that reduce life expectancy,
were affected the most.
While the annuity market will no doubt be
much smaller than it is currently, provided the
reforms mentioned in the Budget go through,
there will still be a need for products that
provide a guaranteed income because of the
security they offer.
Enhanced annuities could end up being the
most popular choice in the long-run, as people
could turn to annuities at a later date, after
spending a good chunk of their pension pots
at the beginning of their retirement.
The later you buy an annuity, the more likely
it is that you will qualify for enhanced rates
by virtue of the fact that your health is more
likely to have deteriorated.
Nonetheless, annuity providers will
possibly need to change their business plans
if share price falls continue, as well as satisfy
regulators that they hold enough capital to
honour their commitments to existing and
future annuitants.
In the event your annuity provider goes
under and no other company is willing to
take over their books, then protection is
provided through the Financial Services
Compensation Scheme.
The FSCS will continue to pay out 90 per
cent of your annuity income if you claim after
your provider defaults, and this compensation
will also take into account the value of
spouse’s benefits and inflation cover.
If you took out your annuity before
January 1, 2010, then the FSCS will honour
100 per cent of the first £2,000, and 90 per
cent thereafter.
Anyone thinking about taking out an
annuity should study, ideally with a
professional financial adviser, the relative
strength of the UK’s annuity providers prior
to purchase.
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How to mitigate

Capital Gains tax
Capital Gains Tax (CGT) is a tax that may be
charged on the proﬁt or gain made when
selling, gifting, transferring, exchanging or
disposing of an asset.
There are a number of assets, such as your
home, and any personal belongings worth
less than £6,000, that are exempt from CGT.
However, assets such as shares, collective
investments and second properties that
generate a capital gain, are generally liable
to CGT.
Each individual has a personal CGT
allowance every year (6 April to 5 April),
which for many investors is sufﬁcient for
avoiding a CGT liability. Any gains in excess
of the allowance are charged to CGT at
either 18 per cent or 28 per cent, depending
on the individual’s other total taxable
income in the year the gain arises.
Use your CGT allowance
Every individual has an annual CGT
allowance which currently lets them make
gains on investments of up to £10,900 free
of tax. If unused, the allowance cannot be
carried forward into the next tax year, so it is
advisable to use this tax-free allowance each
year in order to reduce the risk of incurring a
signiﬁcant CGT bill in subsequent years.
Make use of losses
You could sell some assets at a loss if the
overall gain in the tax year exceeds the
annual allowance. Gains and losses
established in the same tax year must be
offset against each other, so will reduce
the amount of gain that is subject to tax.
Losses must be registered with HMRC within
four years from the end of the tax year in
which the loss has occurred.
Transferring assets
Transfer between spouses is currently
exempt from CGT. This means that assets can
be transferred
between husband and
wife or civil partners so
that both annual CGT
allowances are used. This
effectively doubles the CGT
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allowance for married couples and civil
partners. The transfer must be a genuine,
outright gift.
Invest in an ISA
Gains (and losses) held within an ISA are
exempt from CGT so it makes sense,
particularly for higher-rate taxpayers,
to utilise the ISA allowance each year.
From April 2014, an individual aged over 18
can invest up to £11,880 in a Stocks and
Shares ISA. From July 2014, there will be a
single new ISA (a NISA) of up to £15,000,
which can be invested in stocks and shares
or cash.
This means that a married couple, or civil
partners, can invest up to £30,000 per
annum in this tax-privileged investment.
Over many years, some investors have built
up multiple six-ﬁgure sums in ISAs by
utilising their allowance each year.
Contribute to a Pension
By making a pension contribution, the tax on
a capital gain can be reduced from 28 per
cent to 18 per cent. A pension contribution
extends the upper limit of an individual’s
income tax band by the amount of the gross
contribution.
Give shares to charity
If you give land, property or qualifying
shares to a charity, or sell them to a
charity at less than the market value,
income tax relief and CGT relief are
available.
Invest in an EIS
Any gains that are made on investments in
an Enterprise Investment Scheme (EIS) are
free from CGT if held for three or more
years. If the shares are disposed of at
a loss, you can elect for the
amount of the loss, less any
income tax relief given,

to be set against income for the year in
which the shares were disposed of, or any
income for the previous year, instead of
being set against capital gains. CGT deferral
relief is available to individuals and trustees
of certain trusts.
The payment of tax on a capital gain can
be deferred where the gain is invested in a
share of an EIS qualifying company. The gain
can arise from the disposal of any kind of
asset, but the investment must be made
within the period of one year before or three
years after the gain arose.
Is everything liable for CGT?
Possessions such as antiques and collectibles
are called chattels. Gains on some are
tax-free. Items with a predicted life of 50
years or fewer, known as ‘wasting assets’,
are CGT-free, provided they were not
eligible for business capital allowances.
Antique clocks and vintage cars are treated
as ‘wasting assets’. Pleasure boats and
caravans also fall into this category.
If the gain is not tax-free, CGT is charged
in a special way. The taxable gain is the
lower of the actual gain or ﬁve-thirds of the
excess of the ﬁnal value over £6,000.

the

MMR checklist … are you ready?
If you’re thinking of applying for a
mortgage in the near future, there’s one
thing you need to make absolutely certain
you know about, the Mortgage Market
Review.
What is the MMR?
The Mortgage Market Review, or MMR,
was a comprehensive investigation of the
mortgage market which found that there
were too many instances of high-risk
lending prior to the financial crisis, which
left a lot of people unable to afford their
mortgage repayments. As a result,
the Financial Conduct Authority brought in
a package of measures with strict lending
checks to ensure mortgages will still be
available to customers who can afford it,
while ensuring those who can’t won’t be
left struggling.
Be prepared
Those rules officially came into effect on
April 26 2014 and all lenders are required
to abide by them. They’ll need to apply
additional criteria to current affordability
checks which could have an impact on
your ability to get a mortgage or the
amount of loan you’ll be eligible for, and
that’s why it’s so important to be prepared.
With that in mind, we thought we’d put
together a quick overview of what you’ll
need to do to boost your chances of
acceptance.
Provide evidence of income
You’ll need to provide thorough evidence
of income so your lender can fully

determine your eligibility. Chances are
you’ll already have to do this but when the
rules kick in there’ll be no leeway, so just
what will you need to provide?
• Payslips, usually covering the six months
prior to your application
• Evidence of any overtime, bonuses or
other allowances
• Other income such as maternity pay
• Evidence of any tax credits/state
benefits
• Evidence of income received from
investments or rental property
• Retirement income, if applicable
• Bank statements as further proof, again
up to six months’ worth
Keep a record of outgoings
While providing the above evidence is
routine, when the new rules come into
play you’ll be expected to provide further
details regarding your outgoings. Having a
basic layout of money coming in versus
money going out won’t be sufficient –
from now on you’ll need to keep a detailed
record of everything you spend, including:
• Payments for utility bills
• Evidence of unsecured loans, credit
cards or hire purchase agreements,
complete with usual monthly
repayments
• Payments towards lending secured
against your house
• Council tax
• Child maintenance payments and/or
childcare costs

• Essential travel costs i.e. to school or
work
• Buildings and contents insurance
• Any other insurance payments
(e.g. health or life insurance policies)
• Ground rent or service charges, if
applicable
• Housekeeping, including food and
money spent on cleaning services
(for example)
• Telephone, TV and broadband payments
• Entertainment, including money spent
on cinema trips, restaurants etc.
• Holidays
• Regular savings or private pension
contributions
In a nutshell, you’ll need to provide
details of everything you spend money on,
and you’ll probably be expected to provide
evidence of that spending too, usually in
the form of bank statements.
The whole point is to make sure you’re
not already stretching yourself too thin,
with the lender needing to be confident
that you could not only afford the
repayments now, but that you could do so
should interest rates start to rise.
So, if you’re about to apply for a
mortgage make sure you’ve got the
evidence you need to prove affordability,
and of course make sure you stick to as
strict a budget as possible. Then all you’ve
got to do is find the rate that can keep
your repayments even more affordable.

Your home may be repossessed if you do not keep up repayments on your mortgage.
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Workplace isAs

What’s the
future for
with-profits
policies?
With approximately 700,000 customers of Liverpool
Victoria reaping the rewards after its with-profits fund
posted 11.1 per cent growth, and policyholders having
their bonuses increased or maintained at last year’s level
as a result, what now for with-profits policies?
Consider this, a £50-a-month, 25-year
endowment policy maturing on March 1 2014
and taken out by a man at the age of 30 will
pay £40,095, equivalent to an annual yield of
7.1%, LV said.
Philip Moore, ﬁnance director at LV, said this
year’s 11.1% return was 2.5% above the
market benchmark. It’s not just LV noticing
growth, Legal & General also announced that
it was holding bonus rates for 475,000
customers after achieving 9.1% investment
growth. This means that a 10-year,
single-premium, with-proﬁts policy with the
company has returned 7.3%.
Such results run counter to past performance
as with-proﬁts policies have been heavily
criticised for dire returns over the past decade,
but the recent announcements show that
performance varies considerably between
insurers.
What is a with-profits policy?
With-proﬁts policies are investments offered by
life insurers. Policyholders’ premiums are
pooled and spread across shares, bonds,
property and cash. If the investment performs
well, an annual bonus is paid, as well as a
“terminal bonus” at the end of the term.
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How do they work?
Providers use a “smoothing” process, retaining
some returns in the good years to boost the
underlying return in years where the
performance is not so good. In theory,
this means consistent growth for policyholders.
However, there were issues and problems with
providers paying too much in the former years
and running out of money when markets fell.
In addition, complaints were forthcoming
that the smoothing process makes it hard for
investors to work out how much they are being
charged.
What different policy types are there?
There are four main types of with-proﬁts
products: bonds, endowments, pensions and
annuities. With-proﬁts bonds involve making
a lump-sum payment that is invested with the
aim of delivering growth while also providing
some life insurance cover. With-proﬁts
endowments are ﬁxed-term investments
requiring regular contributions, typically over
10, 15 or 25 years. They have often been taken
out by homebuyers to repay interest-only
mortgages.
With-proﬁts pensions require regular
contributions and pay a cash sum on
retirement, while with-proﬁts annuities aim to

deliver a bonus each year by investing in a
mixture of assets.
Should I consider one?
Lots of with-proﬁts policies were sold in the
1980s and 1990s, but they have become much
less popular because of the poor returns.
Those people who took out a with-proﬁts
endowment, have not all made enough money
to even cover their mortgage, let alone receive
the expected bonus on top, which made them
attractive in the ﬁrst place.
Many professional insurers and institutions
have not recommended with-proﬁts since the
early 2000’s, as they believe the model is
outdated and inﬂexible.
Points to remember
Policyholders are likely to be subject to a
market value reduction (MVR) or market value
adjustment (MVA) if they want to cash in their
investment early before it reaches maturity.
Providers say that these charges, which can
be as high as 18%, protect other investors
against the impact of large-scale withdrawals,
but they also put a big dent in the payouts.
Some policies offer an MVR-free date,
often at the 10-year mark, which allows
holders to avoid the hefty ﬁnancial penalty.
MVRs are much lower after periods of strong
investment performance, so now could be a
good time to exit a policy, if you have one,
because of the healthy returns recently
announced. However, policyholders may want
to hold on to their investments in the hope of
even better gains in the future if recent growth
continues.

Recently, ISA providers have seen rising
demand from employers wishing to add
ISAs as part of the benefit package offered
to key staff, in line with the more
traditional company pension.
The main benefit for the employee of the
workplace ISA, is that instead of arranging
it directly themselves, they have the
convenience of having everything in done
for them and in one place. This allows them
to view the value of their savings at a
glance, from the company pension to the
cash ISA.
This makes it much easier to manage
your short-term, medium-term and long
term savings. This involved financial
engagement is particularly beneficial for
the 20 to 30 somethings, who normally
don’t take such an early interest in their
pension, but talking to them about putting
some money away for a house deposit is
something immediate which can get them
into the savings habit from a young age.
Equally thirty and forty-somethings in the
workforce can use a stocks and shares ISA
to save for their children’s university fees,
or their retirement alongside their pension.
Workplace ISAs operate on the same terms
as tax-free savings accounts on the open
market, with an overall annual savings limit
of £11,880 (from April 2014) of which
£5,940 can be held in cash, or from July
2014 £15,000 in either. If an employer
offers a workplace ISA, typically it would
make both cash and stocks and shares
options available.
If an employee wants to make additional
savings on top of their pension or to

maximise the tax-efficiency of their
retirement savings or simply wants to
benefit from the convenience of saving
through the workplace with a provider they
know and can trust, a workplace ISA can
offer the right solution.
An employee who opens a workplace ISA
are able to access the same funds, research
and investment tools, as they would if they
bought direct. With the workplace ISA, the
administration is through the employer and
often alongside pension savings, this can
make it more appealing.
Employers see workplace ISAs as a good
way to offer tax-efficient saving
opportunities to high-earning staff,
following cuts to the annual and lifetime
pension allowances. Employers were
looking for medium-term savings products
to run alongside group pension schemes.
For employees weighing up the financial
benefits of workplace ISAs, employers may
be able to secure cheaper terms on stock
and shares accounts for their staff, than
you could individually.
Rates offered for workplace cash ISAs are
generally similar to those found for instant
access ISAs in high street banks, although
they may not beat the very top ISA rate
across the whole market.
It is generally known that if you want to
get the best cash ISA rates, you need to be
constantly moving your savings from one
provider to the next, but this takes a lot of
time and effort. Many people just want to
know they are getting a decent rate while
keeping their savings all in one safe place.

What’s happening
to isAs in July?
In his latest Budget George Osborne
announced that he is introducing a
New ISA (or NISA for short) from July
2014. These new rules are the most
radical overhaul to ISA rules since
they were introduced in 1999,
and signify the Chancellor’s intention
to encourage individuals to save and
invest for their future.
• New ISA limit - the ISA allowance
(the amount you can invest each
tax year) will rise to £15,000 on
1 July 2014. Anyone opening their
ISA now will be able to top up to
the increased allowance when the
new rules come into effect.
• Improved flexibility - under the
new rules you will also be able to
split the ISA allowance as you
wish between a New Cash ISA
and New Stocks & Shares ISA.
At present you can save up to half
the ISA allowance in a Cash ISA.
• Improved transfer options from July you will be able to
transfer from a Stocks & Shares
ISA to a Cash ISA, and vice versa.
Under previous rules you could
only transfer from a Cash ISA to
a Stocks & Shares ISA.
• Tax-free interest in Stocks &
Shares ISAs - you have always
been able to hold cash in a Stocks
& Shares ISA, but any interest is in
effect paid net of basic rate tax.
Under the new rules interest on
cash held in a New Stocks & Shares
ISA will be completely tax-free.

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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Decisions, decisions ...
Is it time to check your pension?
The Budget changes on pensions has
dramatically effected ‘Lifestyled’ default
pension funds which could be unnecessary
for many.
Workplace savers and their employers
need to review how their pensions are
being invested as it is estimated billions of
pounds of savings could be in funds which
were rendered ‘obsolete’ by the Budget.
George Osborne announced in his Budget
that pension savers will be able to access
their pension pots as and when they want,
this action could throw many pension
strategies into confusion because many
workplace pension savers have their
contributions invested in ‘lifestyled’ pension
plans that are designed for people who
intend to buy an annuity when they come
to retire.
These default funds are where savers’
cash is placed in when they start saving in
a pension scheme. The funds aim to provide
steady investment growth and are typically
‘lifestyled’, so that when savers are younger
they are placed toward higher-risk
investments such as equities, in order to
achieve greater growth.
As a worker approaches retirement,
more of their pension pot is moved into
bonds to protect the value of their
retirement savings in anticipation of them
buying an annuity at retirement. This takes
them out of the volatility of the equity
market.

Lifestyle strategies are also tailored towards
a specific retirement date for each pension
member, but the Budget changes means
that even those who still go on to buy an
annuity may end up buying it at a later date
than previously thought.
Hargreaves Lansdown believes that
approximately £165billion of defined
contribution pension savings are held in
these kind of strategies and estimates
75 per cent of these will no longer be fit for
purpose given that people will no longer
have to buy an annuity when they retire.
Previously around 90 per cent of people
in a money purchase pension scheme buy
an annuity at retirement, but this is
expected to fall dramatically ahead of the
new rules coming into force in April 2015.
Industry experts believe the time is now
right for those invested in a default fund in
their company pension scheme to take
a closer look at it, as the fund may now be
the wrong investment vehicle now that you
don’t have to buy an annuity.
This applies to pension plans set up
with previous employers too. Each
company in the UK should review
their default strategy in light of the
Budget, including those who have
already auto-enrolled their
employees.
The state-backed National
Employment Savings Trust (NEST)
announced it will be reviewing its

default strategies following the Budget
pension changes.
Those very close to retirement and want
to draw an income directly from their
pension pot next year should consider
investing in a portfolio of equity income
funds, which are invested in
dividend-paying companies with strong
growth records, because they could
potentially take the income built up from
the funds, while leaving the rest of the
capital invested.

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.

