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Retirement

It is estimated that as many as 400,000 Britons 
who move abroad each year will now be able to 
take their pensions too and withdraw their funds 
as cash within five years. 

New rules have also been introduced in the Isle of 
Man for its pensions including: no obligation to buy 
an annuity, higher tax-free lump-sums, the freedom 
to invest in residential property and inheritance tax 
at less than one-tenth of that in here.

Jurisdictions such as Singapore, the Republic 
of Ireland and Hong Kong are even more 
liberal in what they will let you do with your 
pension, allowing you to get your hands on all 
the cash once you have been out of the UK for 
five years.

To capitalise form the tax advantages of moving 
your pension abroad you have to move your 
fund to a Qualifying Registered Overseas 
Pension Scheme (QROPS). Once in a QROPS 
scheme, your cash is no longer subject to HMRC 
rules, although the pension provider must 
report your dealings with it to the Revenue for 
the next five years.

After that there is no reporting requirement, and 
if you are still not living in the UK your entire 
fund can be taken as cash.

Anyone moving abroad needs to make sure it 
makes sense to switch into a QROPS scheme 
for the country that is to be their new home. 
Professional advice is essential because the 
evaluation is a triangular process involving tax 
rules in the UK, the country where the QROPS 
pension scheme is based and the country where 
you plan to live.

While the QROPS scheme will free you from UK 
tax, you may be taxed in the country in which it 
is based and in your new country of residency.

The new Isle of Man rules make their QROPS 
pensions significantly more flexible than their 
UK counterparts. Unlike the UK, there is no 
requirement to buy an annuity at age 75, tax-
free cash is set at 30 per cent rather than 25 per 
cent and funds can invest in residential property. 

Isle of Man pensions charge income tax at 18 per 
cent, which will be taken account of in your country 
of residence provided it has a double taxation treaty 
with the Isle of Man as most EU states do. But you 
also need to consider what the local tax rates are in 
the country to which you are moving.

France, for example, is not a great place to be 
taxed on your pension, because tax-free cash is 
not an option so you will be taxed on your lump 
sum as income. Taking tax-free cash before you 
go makes sense if you are retiring to live there.

Local income taxes in Spain and Italy could leave 
some people worse off, depending on their 
situation, although the IHT savings and access 
to cash after five years may make QROPS plans 
worthwhile in the long run. 

Portugal has a generally lower rate of income 
tax while anyone retiring to Cyprus could save 
thousands as it charges only 5 per cent income 
tax on pensions.

Research from Scottish Widows shows that two-
thirds of higher-rate taxpayers are planning to 
move abroad when they retire and this figure is 
set to grow. 

Taking your pension with you
If you are planning on retiring abroad it is now 

possible to take funds with you and not have 

to buy an annuity as a result of new rules on 

overseas pensions. 

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Portugal has a 
generally lower 

rate of income tax while 
anyone retiring to Cyprus 
could save thousands as 
it charges only 5 per cent 
income tax on 
pensions.

Retiring
abroad



According to new research by Fidelity Funds 
Network there are more than 234,000 people 
aged between 25 and 34 that are currently 
saving enough to become millionaires by the 
time they retire. It found that 3 per cent of 
younger workers are setting aside at least £600 
each month for their pension. 

Time is one of the saver’s greatest allies and the 
earlier you start, the less you have to set aside to 
reach your goal and the long-term growth potential 
of equities should not be under-estimated. 
 
Many financial commentators believe that 
starting a pension is as important as buying 
your first home and it needs to be high up on 
the list of financial priorities. The reality is that 
today’s young people will spend almost as many 
years in retirement as they do working and the 
impact of not starting a pension is that they will 
be faced with a future where they can’t afford to 
stop working at retirement age, if at all.

With no retirement provision many people 
may have no option but to rely on whatever 
the government has to offer in terms of a state 
pension, which is likely to lead to a considerable 
drop in lifestyle.

A good guide to follow is to aim to pay in 
about half your age as a percentage of your 
income. For example, if someone is starting 
their pension at the age of 20, 10 per cent, 
including any employer contribution, is a 
good starting point.

Regardless of age, everyone should have some 
sort of retirement plan that they can change 
and grow with age and as their circumstances 
alter. The main thing to remember is the 
sooner you start saving for your future, the 
easier and more affordable it will be, and the 
more security you will have for a comfortable 
retirement, even if that seems a long way off 
at the moment.

Wealth Creation
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Wealth Protection

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Regardless of 
age, everyone 

should have some sort of 
retirement plan that they 
can change and grow with 
age and as their 
circumstances alter.

You only have to begin paying IHT at a certain point. 
The 2008/2009 threshold for married couples and 
those in civil partnerships is now £624,000 following 
the Chancellor’s announcement in his pre-Budget 
Report last October.

For individuals the threshold remains at 
£312,000, but this will rise over the coming years 
to £350,000. The joint married couples IHT limit 
will be raised to £700,000 from 2010.

If the value of your estate, including your home 
and certain gifts made in the previous seven 
years, exceed this figure, tax will be due on the 
balance at 40 per cent. 

A person’s estate includes everything owned 
in their name, including the share of anything 
owned jointly, gifts from which they keep back 
some benefit, such as a home given to a son or 
daughter but still lived in by the parent and assets 
held in some trusts from which they receive an 
income.

Against this total value is set everything that the 
deceased person owed, such as, any outstanding 
mortgages or loans, unpaid bills, and costs 
incurred during their lifetime for which bills have 
not been received, as well as funeral expenses. 

Any amount of money given away outright to 
an individual is not counted for tax if the person 
making the gift survives for seven years. These 
gifts are called ‘potentially exempt transfers’ and 
are useful for tax planning.

Money put into a ‘bare’ trust, a trust where the 
beneficiary is entitled to the trust fund at age 
18, counts as a potentially exempt transfer, so 
it is possible to put money into a trust to stop 
grandchildren, for example, having access to it 
until they are older.

However gifts to most other types of trust will 
be treated as chargeable lifetime transfers. 
Chargeable lifetime transfers up to the threshold 
suffer no tax but amounts over are taxed at 20 
per cent with a further 20 per cent payable if the 
person making the gift dies within seven years.

Some cash gifts are exempt from tax regardless of 
the seven-year rule. They include: wedding gifts 
of up to £5,000 to each of your children, wedding 
gifts of £2,500 to each grandchild, and wedding 
gifts of £1,000 to anyone else. Other gifts include 
up to £3,000 a year (plus any unused balance of 
£3,000 from the previous tax year), gifts of up to 
£250 each to any number of people each year, 
gifts to charities, the National Trust, national 
museums, the main political parties and most 
registered housing associations. 

Regular gifts from after-tax income,  
such as a monthly payment  
to a family member, are also  
exempt as long as the giver  
still has sufficient income  
to maintain their standard  
of living.

Any gifts between husbands and wives are 
exempt from IHT whether they were made while 
they were both still living or left to the surviving 
spouse on the death of the first. Tax will be due 
eventually when the surviving spouse dies if the 
value of their estate is more than the combined 
tax threshold, currently £624,000.

In most cases, IHT must be paid within six 
months from the end of the month in which the 
death occurs. If not, interest is charged on the 
unpaid amount. Tax on some assets, including 
land and buildings, can be deferred and paid in 
instalments over 10 years.

Though if the asset is sold before all the 
instalments have been paid the outstanding 
amount must be paid. The IHT threshold in force 
at the time of death is used to calculate how 
much tax should be paid.

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Inheritance tax (IHT) is something most people do not worry about but probably 
should do. For those with concerns tax planning is essential.

Inheritance tax 
If you have concerns tax planning is essential

The futures 

bright 

The number of younger people taking advantage of the generous financial 
incentives surrounding pensions in general and Self-Invested Personal 
Pensions (SIPPs) in particular is rising rapidly. 

Financial incentives encourage the young to save 



Investment
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Taxation

Most people pay tax on their earnings or 
pensions through PAYE (Pay As You Earn). Under 
PAYE the employer or pension provider deducts 
tax on behalf of HMRC, and you don’t usually get 
a Self Assessment tax return.

But if you’re not on PAYE, and/or are due to 
pay additional tax because of other income 
not taxed through PAYE (for example from 
property or investments above a certain 
amount, or because you’re self-employed) you 
have to account for this income through Self 
Assessment. HMRC uses the figures you supply 
on the tax return to work out your tax bill, or you 
can work it out yourself. 

It’s called ‘Self Assessment’ because you’re 
responsible for making sure the details you 
provide are right.

Who gets a tax return and when?
Tax returns are usually sent out in early April, 
following the end of the tax year to which they 
apply. (A tax year runs from 6 April to 5 April.) 

They may also go out at other times, for 
example, if you want to claim an allowance 
or repayment or you want to register for Self 
Assessment for the first time.

The two types of tax return
If you have simple tax affairs including, 
employees, pensioners and the self employed 
with turnover less than £15,000, you’ll receive 
the short four-page return.

If your affairs are more complicated you’ll receive 
the full return. This has twelve core pages 
and extra pages you may need to complete, 
depending on what sorts of income you get.

If you receive a return you must fill it in and send 
it back by the deadline even if you don’t think 
you need one.

Reporting new income and gains
You only have six months from when the tax year 
ends to report any new income or capital gains. 
If you become self-employed you have three 
months after the calendar month in which you 
began self-employed work to let HMRC know.

Tax return filing  
and payment deadlines
There are key deadlines for filing (sending in) 
completed tax returns and paying the tax due. If 
you miss the filing deadline you may have to pay 
a penalty. You’ll also have to pay interest, and 
sometimes an extra surcharge if you don’t pay 
tax that’s due on time.

If you file your tax return online the deadlines 
are more generous if you don’t want to calculate 
the tax due yourself. It’ll also be dealt with faster 
and you’ll get any repayments due sooner.

How your tax return  
figures are checked
HMRC has 12 months from the filing deadline 
to check and make enquiries about your return. 
Some of these checks are random, while others 
may be triggered because figures need further 
explanation.

They can also correct any obvious errors within 
nine months of receiving your return. They’ll 
usually let you know on your tax calculation, but in 
some cases may call to clarify a point. You can ask 
for a review of any such changes within 30 days.

When do I have to pay CGT?

You may have to pay CGT if, for example, you:

n  �sell, give away, exchange or otherwise 
dispose of (cease to own) an asset or part of 
an asset

n  �receive money from an asset - for example 
compensation for a damaged asset

You don’t have to pay CGT on:

n  your car
n  �your main home - provided certain conditions 

are met
n  ISAs or PEPs
n  UK Government gilts (bonds)
n  �personal belongings worth £6,000 or less 

when you sell them
n  betting, lottery or pools winnings
n  �money which forms part of your income for 

income tax purposes

These are some points to bear in mind:

n  �if you are married or in a civil partnership and 
living together you can transfer assets to your 
husband, wife or civil partner without having 
to pay CGT

n  �you can’t give assets to your children or 
others or sell them assets cheaply without 
having to consider CGT

n  �if you make a loss you may be able to make 
a claim for that loss and deduct it from other 
gains, but only if the asset normally attracts 
CGT - for example you cannot set a loss on 
selling your car against gains from disposing of 
other assets

n  �if someone dies and leaves their belongings 
to their beneficiaries, there is no CGT to 
pay at that time - however if an asset is 
later disposed of by a beneficiary, any CGT 
they may have to pay will be based on the 
difference between the market value at the 
time of death and the value at the time of 
disposal

n  �CGT is worked out for each tax year (which 
runs from 6 April one year to 5 April the 
following year). It is charged on the total of 
your taxable gains, after taking into account:

n  �certain costs and reliefs that can reduce or  
defer gains

n  �allowable losses you have made on assets to 
which normally CGT applies

n  �the annual exempt (tax-free) amount  
(the AEA) - this is £9,600 for every individual 
in the tax year 2008/2009

For 2008/2009 there is a single rate of CGT of  
18 per cent for individuals, trustees and  
personal representatives on taxable gains. 

If you don’t usually complete a tax return, but 
wish to report gains or losses, contact your 
local Tax Office. If you have CGT to pay you 
must tell your tax office in writing by 5 October 
following the tax year. There is a time limit for 
claiming losses.

Self Assessment
How it works
Self Assessment is a system that some 
people use to report their income 
and ‘capital gains’ (profits on the 
sale of certain assets) to HM Revenue 
& Customs (HMRC), or to claim tax 
allowances against their tax bill. It 
involves completing a paper or online 
form called a Self Assessment tax return.

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Taxation

To find out how your business 
may have been affected, please 
email or contact us with your 
enquiry.

Capital gains tax 
One minute guide  
Capital gains tax (CGT) is a tax on capital 
‘gains’. If when you sell or give away an 
asset it has increased in value, you may 
be taxable on the ‘gain’ (profit). This 
doesn’t apply when you sell personal 
belongings worth £6,000 or less or, in 
most cases, your main home.



The accounts which have been piloted twice 
between 2002 and 2007 are being introduced 
to promote a saving habit among people on 
lower incomes by providing a strong incentive 
to put money aside in the form of top-up cash 
from the government. Although an evaluation 
of the pilot schemes found that it was not 
necessary to match the amounts saved to 
incentivise people to save. 

It is being proposed that a £25 limit on the 
amount will be matched each month by the 
government. The accounts will be offered by 
banks, building societies and credit unions, and 
will run for two years. When the account matures 
the government proposes to top up the amount 
saved, although no decision has been made 
about how this will work.

The Saving Gateway has been closely 
modelled on a US concept called the Individual 
Development Account, which works by 
matching the money people put in with a 
contribution from public or private funds.

In America, people often have to use the money 
for a specific purpose, such as buying their first 

home, starting up a small business or funding 
post-secondary education, but in the UK there 
will be no restrictions on what the money can 
be used for.

Non-doms will also be affected by the £30,000-
a-year fee they will have to pay to live in the UK. 

The winners will be wealthier people with 
children and teetotal, non-smoking non-
driving households. 

HMRC raised an additional £4.40 for every  
£1 it spent on chasing unpaid tax, hidden 
away by evaders. However, the report said the 
penalties imposed by HMRC on these people 
were not a deterrent and there were far too few 
prosecutions each year.

“The risk of being detected and the consequent 
penalties for non-compliance are relatively low, 
and there are opportunities to tackle the hidden 
economy more effectively,” the report said.

But the NAO also highlighted the success of the 
recent campaign against taxpayers who have 
been hiding income in offshore tax accounts.

The bid by HMRC to get those avoiding tax to 
come forward led to 45,000 people with offshore 
accounts paying an extra £400m in tax, interest 
and penalties.

The NAO said the scheme showed good practice 
because it “respects the tax rates of the UK, is 
limited in scope and duration, and uses direct 
targeting such as writing to those individuals 
suspected of holding income and/or capital 
outside of the tax system.”

InvestmentSavings Taxation News in brief

Saving Gateway

Accounts
The new Saving Gateway accounts 

are to be rolled out nationally from 

2010. The government will make a 

contribution for each pound saved to 

an individual that is receiving one or 

more qualifying benefits and tax credits 

from a list that includes income support, 

jobseeker’s allowance, working tax 

credits and child tax credits paid at the 

maximum rate.

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Getting in the savings habit

Tax 
tracker 
Targeting unpaid taxes
Her Majesty’s Revenue and Customs (HMRC) is getting better at tracking 
down unpaid taxes but could still be more effective, a report from the 
National Audit Office (NAO) has concluded.

The government wants greater powers 
to appoint trustees to the boards of UK 
company pension schemes. A recent 
amendment to the Pensions Bill will expand 
the powers of the Pensions Regulator to 
appoint its own trustees.

The government says the change is vital to 
protect the interests of scheme members in 
response to the increasing number of pension 
funds being sold by employers that are often 
keen to save on administration costs. 

The amendment will lower the legal test that 
the regulator has to pass before appointing a 
trustee. The Pensions Regulator says it has nearly 
60 qualified trustees on its books with “a wide 
range of skills and experience” to more than 
enough to cover the sector.

UK company 
pension schemes 
Greater powers to 
appoint trustees

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.
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HMRC raised an 
additional £4.40 

for every £1 it spent 
on chasing unpaid tax, 
hidden away 
by evaders. 
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Tax

Around 5,000 UK taxpayers come under scrutiny

Around 5,000 UK 
taxpayers believed 

to hold offshore bank 
accounts are being 
written to by HM Revenue 
& Customs (HMRC) 
requesting them to pay 
the unpaid tax 
they owe. 

Around 5,000 UK taxpayers believed to hold 
offshore bank accounts are being written to 
by HM Revenue & Customs (HMRC) requesting 
them to pay the unpaid tax they owe. 

This follows the Revenue’s so-called ‘amnesty’ 
last year, when the agency gave holders of 
offshore bank accounts the chance to disclose 
hidden money in exchange for a flat rate penalty 
of 10 per cent of underpaid taxes and payment 
of all back taxes with interest. 

The Revenue is now actively pursuing a group of 
5,000 people who it suspects have still not owned 
up to holding offshore accounts and they will all 
have received letters by 4 April. Those individuals 
with offshore accounts who do not cooperate 
could face prosecution for tax evasion. 

Prior to the June deadline last year, over 
60,000 people notified the Revenue over their 
offshore accounts. 

Need more 
information? 
Please email or contact  
us with your enquiry.
If you would like us to email a copy of our 
digital magazine to someone you know, 
please email us with their details and we’ll 
send them a copy.

Revenue actively pursues 
offshore bank accounts 


