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Mr Smart runs a successful business and has
built-up pension funds within a SIPP. His
company makes a fully tax-allowable pension
contribution of £50,000, and the trustees use
this cash to purchase shares from Mr Smart.

A disposal of shares by Mr Smart is liable to
capital gains tax (if prior to 5 April 2008 he will
of course benefit from business taper relief), but
can take advantage of his annual CGT
exemption.

Mr Smart uses the proceeds of the sale to fund
an ISA investment programme for his wife and
himself over the next four years, investing at the
rate of £1,166 per month (£14,000 per annum).
Assuming the £50,000 sale proceeds have been
reinvested at say 5% per annum, then the fund
will be exhausted after four years and eleven
months. Assuming the ISAs have grown at an
average rate of say 6% per annum, then the
portfolio will accrue to £80,185.

Mr Smart may choose to repeat this planning in
the future, and over the longer-term he and his
wife will build-up a substantial ISA portfolio
financed by way of the proceeds of share sales,
which in turn were funded from the pension
contributions made by his business.

A substantial ISA portfolio will be an extremely
tax-efficient supplement for his pension in
providing him with an ability to supplement his
pension from time to time by making partial
encashments from the ISAs. Conversely, should
the ISA funds be needed for other purposes
before retirement, then they will of course be
available to him = unlike his pension funds.

It will be important to ensure, as far as possible,
that the shares are a suitable investment for the
pension scheme, albeit in all likelihood relatively
high risk. If the business is ultimately sold, then
the pension fund may well receive a substantial
gain, which of course will be exempt from tax. If
the business is not sold before retirement, then
providing the business continues to trade
successfully, as an asset of the scheme the
shares will help maintain the capital value, and
consequentially support the actuarially calculated
pension drawdown.

After years of HM Revenue & Customs doing its
utmost to prevent this kind of planning, to be
able to do so quite legally almost

feels too good to be true!

Article by Bob Woods

Exploring Pensions with Mattioli Woods

Mattioli Woods is one of the UK’s leading and fastest growing
consultancies in its area of expertise, the provision of pension and
wealth management services for controlling directors,
professional persons, owner-managed businesses and small to
medium-sized PLCs. In particular, the practice has specialised in
the application and provision of small self-administered pension
schemes (SSAS) and self-invested personal pensions (SIPP), and
group schemes

I am delighted to announce our acquisition of the |B Group. John Bradley
is a highly-regarded industry figure who is recognised as having made a
significant contribution to the development of self-invested pensions
through his work with AMPS. In common with Mattioli Woods, the

JB Group's core business is focused on attracting clients who require
bespoke personal service and specialist advice

The carefully considered decision was driven by the ever increasing needs
of the company’s clients, in respect of changes both in the structure of
pension provision and the increasing obligations under the Financial
Services and Markets Act. Being part of a larger organisation will enhance
the provision of proactive administration and consultancy services to
clients whilst widening the planning opportunities available to them.

Bob Woods and | both worked with John Bradley for a number of years
before the JB Group was established. As such our businesses developed
with a similar ethos in aiming to build and maintain long-term client
relationships.

Mattioli Woods has succeeded in maintaining a strong culture of client
care and, at the same time, continued to develop ancillary services which
are of benefit to clients in operating their pension schemes through small
self-administered and self-invested pension arrangements.

John Bradley continues to play a full and active role,
waorking in partnership with Mattioli Woods to ensure a
smooth integration of our organisations. The long-standing
and highly experienced JB Group staff has also joined the
Mattioli Woods’ team which now totals some 145 staff.

Article by lan Mattioli



Exploring Pensions with Mattioli Woods

Changes to Business Asset Taper
Relief - Pension Contributions

Ongoing pension planning throughout your working life is perhaps the most efficient and sensible way to
plan for retirement although, as with most things in life, things do not always go according to plan. As a
result, whilst a number of our clients look to make regular contributions immediately prior to their year-end
in order to mitigate as much corporation tax as possible, or alternatively put the company premises in the
pension fund to benefit from the rental income on an ongoing basis, for some clients this is not possible due
to cash flow issues associated with the business.

At the same time, a number of clients considered
the ultimate sale of their business as their pension
fund, the reduced 10% tax charge via business
asset taper relief certainly helped support this
theory.

However, from April 2008, this 10%
tax (subject to Entrepreneurs’ Relief)
will increase up to 18% -
representing an 80% increase.

For directors who now feel that this tax burden is
excessive, they can receive a pension contribution
as part of the sale proceeds. Even though there is
a cap with the annual allowance (currently
£235,000), this does not apply in a members’ year
of retirement. This allows them to ‘top up” their
fund up to the lifetime allowance of £1.65 million.

Whilst there will be an issue of spreading relief in
respect of the contribution, so long as the
individual draws their entire tax-free cash lump
sum in the same tax year as the contribution is
made (which realistically they will probably want
to do anyway), this offers a very tax-efficient way
of funding for retirement and avoiding the increase
in tax.

Article by Alex Brown

Mattiol1 Woods

Pension Consultants

—
J |
Issue 31 was produced in March 2008.

Mattioli Woods plc, MW House, 1 Penman Way, Grove Park, Enderby,
Leicester LE19 1SY. Tel: 0116 240 8700 Fax: 0116 240 8701

Authorised and Regulated by the Financial Services Authority.






