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As we are all no doubt aware, the new Pensions Simplification legislation is almost upon us, with its introduction
on 6th April 2006 (A-Day) looming ever nearer. But before we cast aside the existing rules, like the Ghost of Christmas
Past, let us pause for a moment to consider what we lose.

For those seeking to purchase commercial property prior to 6th April
2006, the enhanced borrowing currently available has been much
publicised. Self Invested Personal Pensions (SIPPs) can borrow up to
75% of the purchase price of a commercial property prior to April
2006, but only 50% of net plan value thereafter. In other words a
£200,000 fund can be geared to a £800,000 purchase pre-April 2006
but only a £300,000 purchase, post April 2006. Quite a difference!
Given the time needed to complete a transaction, time is critical for
those seeking to take advantage of this.

The less publicised issue is the loss of ‘carry-back’ for the vast majority
of pension plans. This is where a pension contribution is paid in the
current tax year (2005/6) but carried back to the previous tax year
(2004/5) for tax purposes.

Why would you want to do this? Quite simple, the tax rebate is credited
against your payment on account due 31st January 2006, meaning
virtually instant tax relief for higher rate taxpayers.

If for example you were a higher rate taxpayer in 2004/5 and wanted
to make a gross contribution of £20,000, then you would physically
contribute £15,600, which is £20,000 net of tax at 22%. The additional
18% tax relief (£3,600) would then be deducted from your tax liability.
At the end of the day a £20,000 goes into your pension fund at a net
cost of £12,000, saving £8,000 in tax.

But don’t act in haste. Before you dust off the file from an old pension
policy and send a cheque, remember that old policies may carry higher
charges. By making payment to a new-style Stakeholder personal pension
scheme instead, these carry no upfront charges and no penalties if you
subsequently want to move the funds elsewhere.

So if you want to reduce your tax bill due on 31st January 2006 then
you must act soon. Carry-back contributions must be paid prior to 31st
January 2006, so time is of the essence. You have been warned!

For any assistance in making a payment to a new or existing contract
or simply to discuss your options, then please contact Jeremy Gibbs.

G&E Wealth Management Services are provided by G&E Wealth Management
Limited, a joint venture company, which is authorised and regulated by the
Financial Services Authority.

Customer First – staff in focus

Pre-Budget
Announcement
Please go to www.garbutt-
elliott.co.uk/pre_budget/ for our
comments on the Chancellor’s
announcements.

As another busy year is drawing to a close I am currently having a look back
to see where we have made a significant difference to clients’ operations.  As
part of our commitment to Customer First I am particularly keen to hear from
clients who think that someone from Garbutt & Elliott has given them ‘exceptional
service’ so that this can be properly recognised within the firm.

As always, if you have any thoughts on how we can improve our service in 2006,
then please do contact me.

I would like to wish everyone a happy and peaceful Christmas and look forward
to a prosperous 2006 for all of us.
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