
The magazine of Willson Grange Limited

ASPIRE
PLAN l DREAM l ACHIEVE SPRING 2017

THAT NURTURING NEED 
– start your nest egg early 
and see it grow

STAY SMILING – lessons 
in life, style and taxes from 
the happiest nation on 
earth

BOX CLEVER – ways 
and means to keep your 
dreams alive

CALL IT A DAY – how 
much do you need to save 
for a worry-free retirement?

Handle 
with care
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INTRODUCTION

Welcome to a new edition of Aspire – our first for 2017. As 
well as giving you what we hope is an entertaining read, we 
aim to answer these crucial questions:

context to your current savings plans, however our 

over the longer term. 

considering your retirement as early as you can. Do you 

they give you an adequate income when you retire – and 

of a review with your Financial Adviser.
Another area to consider is estate planning. Over recent 

years, property inflation and rising asset values have 

Break Out,

Stuart Willson, CEO, Willson Grange Limited 
Chartered Financial Planners
3-4 The Quadrant, Hoylake 
Wirral CH47 2EE
0151 632 7100

It’s half a 
century since 
Harold Wilson 
reassured 
us, in a TV 
broadcast, that 
despite a sterling 
devaluation, the “pound in your 
pocket” hadn’t lost its basic value. 
Perhaps someone should have had 
a word in his shell-like! We have the 
benefit of hindsight, of course… but 
in the last 10 months alone (June 
2016 to March 2017), sterling lost 
around 16% of its value against the 
dollar. Prices of goods were up 2.8% 
on the previous year in February (the 
steepest rise since March 2012) and 
petrol was up by more than 18%. So 
despite our lovely new lightweight 
coin, our pockets, unfortunately, have 
taken a bit of a pounding. 

Spending power aside, rising 
inflation is creating a growing 
problem for savers. Data published 
by Moneyfacts in March showed that 
only ONE UK cash account (out of 
793 available), now provides a rate 
of return that beats inflation. Not a 
single Cash ISA currently achieves 
that fundamental requirement. The 
average return on a Cash ISA so far 
this year (to 22 March) had been just 
1.01%. Take a look at our article, Out 
of the Bunker, on page 5 to see what 
the alternatives could be.

Meanwhile, our present PM Theresa 
May not only called for a general 
election, but has also started the 
clock on two years of negotiations to 
withdraw from the European Union. 
True to her word, she has pressed the 
Article 50 button. Much is at stake 
in this run of events, but whether it 
changes the value of the pound in 
your pocket remains to be seen.  
Stay tuned.

What makes Willson Grange Limited 
(Chartered Financial Planners) different?
•  Our Financial Planners are highly qualified, with more than 

150 years of combined experience

•  We provide Financial Planning that is distinctly personal and 
tailored to the individual

•  We are supported by a friendly and efficient administrative 
team who provide a first-class service, while always putting 
you at ease

POUND FOR 
POUND

ISSUE 10: 
HANDLE WITH CARE

•  We are a family-run business. We believe in offering services 
and advice that are both transparent and fair

•  We are able to refer our clients to solicitors and accountants, 
whose services are separate to and distinct from those 
offered by Willson Grange or St. James’s Place Wealth 
Management

•  Through face-to-face contact, we place great importance on 
building trusted and lasting relationships with every client

Aspire 
isn’t just 
about 
money. 
It’s about 
family. It’s 
about life
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FINANCE IN FOCUS

I
n the last ever Spring Budget 
(from now on, we’ll have Autumn 
Budgets and Spring Statements), 
the tone was one of caution. 
Changes were kept to a minimum 

and we were once again spared 
significant reforms to pensions tax 
relief.

Colourless it might have been, yet 
there were a few announcements 
that could have an impact on anyone 
seeking to save and invest tax-
efficiently. One of the more pertinent 
changes was a reduction in the 
tax-free Dividend Allowance, which 
will impact individual investors such 
as those holding shares and unit 
trusts [see below]. Also noteworthy 
was the £16 billion ‘windfall’ – the 
reduction in borrowing for this 
financial year compared to what was 
forecast in November. A product of 
the better economic performance of 
the economy than had been expected 
at the time. While the chancellor is 
proposing extra funding in areas 
such as education and social care, he 
isn’t spending all of the improvement 
– he’s keeping the majority of it for a 
rainy day.

Here are some of the highlights 
from that final Spring Budget 
announcement:

DIVIDEND ALLOWANCE
The tax-free dividend allowance 
will be reduced from £5,000 to 
£2,000 from April 2018. The 
reduction recognises the increased 
ISA allowance, which has just risen 
to £20,000 from this April, as well 
as further increases to the tax-free 
personal allowance. 

Dividends, however, remain a key 
part of effective financial planning 
for business owners and investors. 
The fact that they don’t bear National 
Insurance means that they remain 
the most financially effective way 
for an owner/manager of a company 
to withdraw profit that isn’t needed 
in the company and isn’t to be 
contributed to a pension.

“All this talk of tax and tax 
freedom just reminds us of the need 
to take advice in order to optimise 
your tax-advantaged allowances,” 
says Tony Wickenden, Executive 
Director at St. James’ Place.

PENSION/RETIREMENT 
PLANNING
Transfers from a UK-registered 
pension scheme to a qualifying 
recognised overseas pension 
scheme (QROPS) requested on 
or after 9 March 2017 will incur 
a 25% ‘overseas transfer charge’, 
unless certain criteria are met. The 
change doesn’t mean that transfers 
to QROPS are now inappropriate; 
however, more care will need to be 
taken to establish any additional tax 
charges on transfer or within the 
following five tax years.

The money purchase annual 
allowance (MPAA) on tax-relievable 
contributions to money purchase, 
or defined contribution, schemes 
has reduced from £10,000 to £4,000 
from 6 April 2017. The MPAA 
applies to individuals who have 
taken benefits as an uncrystallised 
funds pension lump sum (UFPLS) 
or who have taken income from a 
flexi-access drawdown arrangement, 
including those converted from 

capped drawdown or who purchase 
a flexible annuity.

INCOME TAX PERSONAL 
ALLOWANCES
From 6 April 2017, the Income 
Tax personal allowance increased 
to £11,500 and the higher rate tax 
threshold rose to £45,000 (except 
in Scotland, where it remains at 
£43,000). Chancellor Hammond 
has reaffirmed the government’s 
commitment to raising the Income 
Tax personal allowance to £12,500, 
and the higher rate tax threshold to 
£50,000. The 0% starting rate band for 
savings income remains at £5,000 for 
the 2017/18 tax year.

ISA/JUNIOR ISA LIMIT
From April the ISA limit rose to 
£20,000 as previously announced. 
The Junior ISA limit increased to 
£4,128. The Lifetime ISA has also 
come into being. This allows younger 
adults to save up to £4,000 a year  
and receive a government bonus 
of up to £1,000 a year on these 
contributions.

NS&I INVESTMENT BOND
The launch of a new NS&I Bond – 
with a 2.2% gross interest rate over 
a three-year term – was confirmed. 
This is available for 12 months from 
this April. The bond is open to 
everyone aged 16 and over, subject to 
a minimum investment limit of £100 
and a maximum of £3,000.

CORPORATION TAX
The government’s commitment to 
reducing the level of Corporation Tax 
to 17% by 2020 was confirmed.

PAR FOR 
THE COURSE
Another day, another Budget… and another embarrassing climb-down for the 
chancellor as Philip Hammond’s proposed National Insurance Contribution 
(NIC) changes for the self-employed were cancelled. Other than that, it was a 
quiet affair. Probably wise, with two years of Brexit negotiations ahead of us. 
Who needs the drama?

“All this talk 
of tax and tax 
freedom just 
reminds us of 
the need to 
take advice 
in order to 
optimise 
your tax-
advantaged 
allowances.”
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FINANCE IN FOCUS

Recent 
research 
by MetLife 
showed that 
66% of ISA 
holders only 
save into 
Cash ISAs, 
even though 
just 10% of 
them are 
happy with 
the rate they 
receive.

 
BUNKERCash ISA savers 

are still stuck in 
a bunker for the 
foreseeable future – 
but many investors 
are driving on 
against the odds. 
Should they switch 
tactics to get on the 
green?

ISAs have been a great success in 
helping foster the UK’s saving habit. 
More than £518 billion was held in 

ISAs at the end of the last tax year1, 
and this April’s increase in the annual 
allowance to £20,000 is another 
welcome step towards encouraging 
us to make provision for our financial 
future.

However, the rates of top-paying, 
variable rate Cash ISAs have fallen by 
as much as 30% since September2. 

The challenge for savers has been 
made even harder by the recent 
surge in inflation. The latest figures 
from Moneyfacts show that, across 
the entire cash savings market, only 
one out of 793 UK cash accounts 
offers rates that beat inflation. There 
are no Cash ISAs that meet this 
basic requirement. [Source: Bank of 
England, February 2017]

With inflation expected to hit 2.7% 
in 20173, and economists forecasting 
that interest rates are likely to be 
going nowhere fast, there appears to 
be little light at the end of the tunnel 
for cash savers. 

DOWNWARD PRESSURE
The introduction of the Personal 
Savings Allowance last April also 
seems to have had a negative impact 
on Cash ISA rates. Cash ISA rates 
typically lag behind what can be 
earned in a taxable savings account 
and have fallen more sharply since 
the August base rate cut, reflecting a 
waning appetite among providers to 
compete in this market.  

Research conducted by Mintel last 
year revealed that over half of people 
don’t understand the impact of the 
Personal Savings Allowance on their 

cash holdings4. The allowance applies 
to standard current and savings 
accounts and enables a basic-rate 
taxpayer to earn tax-free interest of 
up to £1,000 each year. For higher-
rate taxpayers, the tax-free limit is 
£500.

According to Moneyfacts, the 
average instant access savings rate is 
currently 0.37%2. At that level, a basic-
rate taxpayer could deposit more than 
£270,000 in a regular savings account 
and receive all their interest tax-
free through their Personal Savings 
Allowance. 

For higher-rate taxpayers, the figure 
is just over £135,000. 

It’s little wonder that savers and 
providers are questioning the role of 
Cash ISAs when cash sums of that 
amount can earn tax-free interest.

HAVE A BREATHER: TAKE 
STOCK
When interest rates rise, the amount 
of money on which tax-free interest 
can be earned will reduce, whereas 
funds held in a Cash ISA will retain 
their tax benefits. So they can have 
their advantages. But meaningful 

increases in cash rates appear to be 
some years away. In the meantime, 
those with accumulated Cash ISA 
savings may wish to consider a Stocks 
& Shares ISA. These higher-risk 
vehicles may improve prospects for 
better returns by making the most of 
the tax benefits available, and because 
they offer the scope for attractive 
levels of income and capital growth 
over the long term.

The value of an ISA with St. James’s Place 
will be directly linked to the performance 
of the funds selected and may fall as well 
as rise.  You may get back less than you 
invested. An investment in a Stocks and 
Shares ISA will not provide the same 
security of capital associated with a Cash 
ISA.  The favourable tax treatment of ISAs 
may not be maintained in the future and is 
subject to changes in legislation.

 Out of the
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MASTERS OF 
MONEY

Microsoft founder Bill Gates 
again tops Forbes’ list of the 

world’s richest people, in a year 
when the number of billionaires rose 
13% to 2,043. Gates’ fortune rose to 
an eye-watering $86 billion (from $75 
billion). Hot on his heels is investor 

Warren Buffett. His fortune 
increased $14 billion, taking 

it to a none-too-shabby 
$75.6 billion.
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A GOOD START

SLOW OFF 
THE MARK?
Planning for retirement is one of those areas we 
really should think about sooner rather than later. 
A recent study confirms that many of today’s 
pensioners are regretting pension-planning 
mistakes that have left them struggling in later life.

H
ow often in life do we look 
back and wish we had done 
things differently? According 
to a study carried out by the 

Prudential in April 20161, one in five 
pensioners now realise they didn’t save 
enough for retirement. 15% regret not 
starting to save earlier in their working 
lives.

It’s a universal truth that we will 
always find more immediate calls on 
our income throughout our lives, but 
the fact remains that we need to put 
away surplus income today in order  

  Taking current rates of growth as a basis, an adult 
in their mid- s who starts saving into a defined 
contribution (money purchase) pension today would 
need to save around £250 a month to achieve an 
income of £12,000 by the time they reach State 
Pension age.
  A person who delays until their mid-30s would need 
to put away £420 a month.
  A 45-year-old who hasn’t started a pension would 
need to start saving around £850 a month.4 
(The above amounts assume that the fund would be 

used to purchase an annuity at today’s average rates 

of growth.) 

 Under the ‘pension freedoms’, of course, people 
can draw down their defined contribution pension 
in a variety of ways; but an annuity remains a widely 
chosen method of providing a retirement income – 
and a useful yardstick against which to measure the 
required saving rates.

These figures are shown for illustration purposes and 
are not minimum or maximum amounts. What you get 

back will depend on how your investment grows and 

could be more or less than the figures shown.

HOW MUCH SHOULD YOU SAVE? 
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CATCHING UP
The sooner we start, the more choices we have later
The power of compound returns [gains 
on gains] means that 10 or 20 years 
can make a big difference. However, 
you should never think that it’s too late 
to start saving. There are significant 
opportunities to make up lost ground 
if you have the available means and 
allowances.

You can put as much as you want into 
your defined contribution pension each 
year, but you’ll normally only get tax 
relief on contributions up to £40,000. 
If your scheme operates what is called 
a ‘relief at source’ arrangement, your 
pension provider will add tax relief of 
20% to your pension contributions, and 

then you can claim anything above the 
basic rate via your annual tax return. A 
£40,000 contribution could effectively 
cost a higher rate taxpayer just 
£24,000… and you can make use of 
allowances from the three previous tax 
years if these haven’t been utilised.
 
The value of an investment with  

St. James’s Place will be directly 

linked to the performance of the funds 

selected and may fall as well as rise.  

You may get back less than the amount 

invested. The levels and bases of 

taxation, and reliefs from taxation, can 

change at any time and are dependent 

on individual circumstances.

normally tax-free with the remainder 
taxable at your marginal rate of 
income tax. While you can’t draw 
benefits until your 55th birthday, this 
can also be an advantage as it restricts 
the temptation to tap into your 
retirement fund before then.

GET SET…
How much pension income you need 
in retirement will be determined by 
a number of factors, including your 
health, your living expenses and your 
desired lifestyle. Unfortunately, there’s 

to fund our lifestyles tomorrow.
So how should we go about saving 

for life after work? Putting aside the 
ongoing debate over whether the 
current government – or a future one 
– will rein in pension tax privileges, 
there are some compelling reasons 
why a pension is still the most obvious 
answer.

Pension contributions attract 
tax relief on the way in and they 
accumulate capital gains free of tax 
once inside. When you access your 
pension savings, the first 25% is 
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 SPRING FAIR

   Swings &  
Roundabouts
Although the aim of every 
business is to make a profit, 
it can take a long time. But 
once achieved, directors are 
faced with the problem of 
how best to take profits while 
minimising their tax bill.

S
alaries reduce your profits and, in turn, 
your Corporation Tax bill – so this is the 
most obvious way to move cash out of 
your business. Depending on individual 

circumstances, there’s generally no tax on the first 
£11,500 of earned income and then 20% is due 
on anything taken up to £45,000. However, both 
the business and the directors will be liable to 
National Insurance contributions (NICs).

An alternative is dividend income. Historically, 
many business owners have preferred to receive a 
proportion of their pay in the form of a dividend 
because, although taxable, NICs are not due; 
dividends have therefore often made up the bulk 
of income drawn from owner-managed small 
businesses.

Since April 2016, directors of small or 
medium-sized companies adopting this approach 
have faced the prospect of higher tax bills. The 

10% notional tax credit that compensated for 
the Corporation Tax already paid on profits 
distributed as dividends was abolished and 
replaced with a £5,000 annual dividend allowance. 
Basic rate taxpayers now pay 7.5% tax on any 
additional dividend income, higher rate taxpayers 
pay 32.5% (instead of an effective rate of 25% in 
2015/16), and additional rate taxpayers 38.1% 
(instead of an effective rate of 30.55% in 2015/16).

These changes particularly affect directors who 
pay themselves a small salary designed to preserve 
entitlement to the State Pension, supplemented 
by a much larger dividend payment in order to 
reduce NICs. In most cases, the combination of 
a small salary and dividends is still going to be 
the better option, although the new dividend 
taxation rules may mean that you may pay more 
tax, depending on the levels of the dividend 
distribution. 

“By far the best way to 
secure a comfortable 
retirement is to save 
as much as possible as 
early as possible in your 
working life, and take 
financial advice. The 
longer you delay saving, 
the harder it will be to 
build the kind of fund 
that will see you through 
retirement.”  
– Garry Greenwood, 
Willson Grange Financial 
Adviser

no one-size-fits-all answer. However, 
the average worker in the UK earns 
£26,364 a year2, so a pension income 
of around £20,000 might seem like a 
reasonable target for most people.

Assuming you qualify for the full 
single-tier State Pension of £8,094 
a year3, you would need to find at 
least £12,000 a year from your other 
pensions to achieve an overall income 
of £20,000 per annum. Achieving this, 
however, can be very challenging for 
those on low incomes, or those with 
unpredictable earnings – but especially 
for those who delay saving.

PROFIT  IN  PENSIONS
There is another way of cutting your tax bill while 
helping with wealth accumulation. Company 
pension payments are deductible as a company 
expense and can therefore reduce or wipe out 
liability to Corporation Tax.

Additionally, under pension freedom rules, 
those over the age of 55 can take the whole of 
their money purchase pension fund back and 
use the cash broadly as they wish – including 
up to 25% of the total fund tax-free – with the 
remainder subject to Income Tax.

For those who can look beyond immediate 
income needs, pensions offer genuine estate-
planning opportunities. Regardless of whether 
a defined contribution  pension is already 
being drawn or not, it can pass tax-free to any 
beneficiary if death is before . ven after , 
beneficiaries do not pay nheritance Ta , only 
Income Tax at their marginal rate, and then only 
when the money is withdrawn from the pension.

“If you don’t make a pension contribution 

this tax year, or haven’t in the previous three, 
you could use the ‘carry forward’ rule to add up 
to ,  to your pot. y ta ing it from the 
business, not only will you have reduced your 
company’s liability to Corporation Tax, you will 
also have saved Income Tax, including dividends, 
and N s both personal and business  on those 
contributions.” – Pete Heale, Willson Grange 
Financial Adviser

Please note: pension contributions will need 
to be paid before your company’s financial 
year-end in order for the business to qualify for 
Corporate Tax relief in that accounting period. 

The value of an investment with St. James’s 

Place will be directly linked to the performance 

of the funds selected and may fall as well as rise. 

You may get back less than the amount invested. 

The levels and bases of taxation, and reliefs 

from taxation, can change at any time. The 

value of any tax relief depends on individual 

circumstances.
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W
hile more people are 
paying Inheritance 
Tax – and in larger 
amounts – the regime 

is about to get more generous for 
many homeowners.

New data from the Institute for 
Fiscal Studies (IFS) shows that, of 
those born in the 1970s, 75% have 
received or expect to receive an 
inheritance, compared with 61% of 
those born in the 1950s, and less than 
30% of those born in the 1930s1. 

But as the number of those 
receiving an inheritance grows, so 
does the number of estates paying 
Inheritance Tax (IHT). The number 
of estates on which IHT has been 
paid has quadrupled since 20102. 
What’s more, Britain has some of the 
highest death duties of any country3. 
Beneficiaries have to pay 40% tax on 
each extra pound that’s inherited 
above the nil-rate band of £325,000 
(£650,000 for married couples or civil 
partners). 

By the late 1990s, there was already 
a steady growth in receipts from 
IHT – and the numbers of estates 
liable to pay it – strongly linked with 
the growth in house prices. Today, 

swathes of the country are affected by 
IHT as property inflation puts more 
estates within its grasp.

The Conservative government 
has been promising to reform these 
so-called ‘death duties’ for some 
time. In October 2007 the (then) 
shadow chancellor George Osborne 
announced that, if a Conservative 
government came to power, it would 
raise the IHT threshold to £1 million. 
Yet the new government’s first Budget 
in June 2010 didn’t contain any such 
proposal and, over the five-year 
parliamentary term, the tax was left 
largely unchanged. 

Government documents drawn 
up before the Summer Budget 2015 
suggested that increasing the nil-rate 
band even to £500,000 per individual 

would be too costly, especially at a 
time of austerity. So the mission was 
to come up with a different measure 
targeted to ease the IHT burden only 
for those with modest homes.

Consequently, the former 
chancellor announced that, from 
April 2017, a new dedicated tax-free 
allowance, then called the ‘main 
residence nil-rate band’ would be 
introduced to specifically help protect 
a residence from IHT.

EXTRA, EXTRA
The new allowance is totally separate 
from the existing nil-rate band, as 
it will only apply on transfers of a 
residence to direct descendants. It has 
initially been phased in at £100,000 
from April, increasing in £25,000 
increments annually to £175,000 
in 2020/21. From then on, it will 
increase each year in line with the 
Consumer Prices Index.

Like the existing nil-rate band, any 
unused fraction of the new allowance 
may be transferred to a surviving 
spouse or civil partner. Given this 
option, a couple could potentially 
have a total IHT tax-free limit of £1 
million from 2020/21.

The rules, inevitably, are hardly 
straightforward, and not everyone 
will gain. For example, the new 
allowance only applies to a residence 
that’s passed to children and 
grandchildren, not to other family 
members. So people who don’t 
have children can’t benefit from an 
increased allowance. Unmarried 
partners can’t pass nil-rate bands 
to one another – they can only have 
ONE £325,000 nil-rate band, and 
ONE £175,000 residence nil-rate 
band by 2020/21. This gives those 
individuals a MAXIMUM total 
allowance of £500,000.

The allowance is also progressively 
withdrawn once an estate tops £2 
million (after deducting any liabilities, 
but before reliefs and exemptions 
such as Business Property Relief). 
The rate of withdrawal is £1 for every 
£2 over the £2 million limit. Thus an 
estate worth £2.2 million in 2017/18 
will have no residence allowance at 
all.

The current chancellor, Philip 
Hammond, has not (so far) proposed 
any amendments to the residence nil-
rate band, so the new allowance is set 
to be implemented this spring.

The levels and bases of taxation, and reliefs 
from taxation, can change at any time. The 
value of any tax relief depends on individual 
circumstances.
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INHERITANCE SAVVY

BREAK OUT
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ith the right advice, more estates could be 
removed from the grip of Inheritance Tax I T  and 
bereaved families spared the extra heartache of 
paying unnecessary tax.

“There will be many people who will be 
unable to take full (or even any) advantage 
of the additional allowance. For them, 
lifetime gifting, trusts, charitable giving 
and other allowances will remain crucial 
components of estate planning.” 
 – David Forster, Willson Grange Financial Adviser
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B usiness relief, formerly known as 
Business Property Relief, is much 
like Entrepreneurs’ Relief; a valuable 

tax relief afforded to business owners [see 
page 16]. Unlike Entrepreneurs’ Relief, 
however, its origins aren’t about rewarding 
entrepreneurial spirit but ensuring that on 
the death of a business owner, the business 
itself doesn’t need to be sold or wound up to 
meet the IHT bill.

Business Relief reduces the value of a 
business or its assets when working out 
how much IHT has to be paid. In practice, 
most business property will qualify for a 
reduction in value for IHT purposes of 100% 
(ie a total exemption).

What’s not always appreciated is that 
Business Relief only applies to relevant 
business property with the value of any 
‘excepted assets’ being excluded. Given the 
potential value of this relief, it’s essential 
that business owners understand where the 
boundaries lie. 

Excepted assets are left out of account 
when valuing property which will qualify 
for relief. An asset will be an excepted asset if 
it was neither:

BOX CLEVER
Despite the fact that more estates are 
paying ‘death duties’, relatively few people 
understand the rules around IHT and even 
those who do, often forget or ignore ways to 
prevent their families paying over the odds. 

For example, the exemption which allows 
anyone to give away £3,000 worth of gifts 
each tax year (6 April to 5 April) without them 

being added to the value of their estate, is 
being overlooked by the vast majority of 
people with sufficient assets to trigger an T 
liability when they pass away. 

According to a recent survey by Canada 
ife, only a fifth of respondents aged  or 

over with assets worth more than £325,000 
said they had gifted money – and almost a 
third said they had no intention of doing so, 
which could result in their families paying 
more IHT than they need to1.

‘WHOLE OF LIFE’ POLICY
Another way to minimise the impact of IHT is 
to take out a ‘whole of life’ insurance policy. 
This pays a lump sum on death, and when the 
policy is written in trust, the pay-out can help 
offset or eliminate an IHT bill. Yet almost half 

of those with a potential IHT liability said they 
would never take out life insurance and nearly 
three quarters said they didn’t see a need to 
use it1. 

Good news for the Treasury, which relies 
on such inertia to ensure its tax receipts, but 
surely a worry to potential heirs!

 Your Willson Grange financial adviser 
can help you package your estate in a 
comprehensive and tax-efficient way, 
establishing trusts*, life-insurance and 
other protections, while ensuring you have 
enough income to maintain your normal 
standard of living.

*Trusts are not regulated by the Financial Conduct 
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Major shareholders and business owners often 
assume – wrongly – that their business interests 
will avoid Inheritance Tax. They should be aware 
of the pitfalls surrounding Business Relief, or be 
at risk of leaving their estate with a large and 
unexpected Inheritance Tax (IHT) bill.

A false sense of security
BUSINESS BRAIN

“In some cases, it 
is possible to claim 
Business Relief where it 
can be shown that the 
cash is being retained 
for future investment in 
the business. However, 
it is not always possible, 
so it’s best to obtain 
professional advice, 
especially while you’re 
still able to put things 
right.”  
– Neil Williams, Willson 
Grange Financial Adviser

TO ILLUSTRATE…
Alan is a 50% shareholder of ABC Trading 
Ltd. He has owned the shares from inception, 
in 2011, and estimates the total value of 
the business to be £3 million. His own 
shareholding therefore has an estimated 
value of £1.5 million.

As a trading business, Alan believes the 
entire value of his £1.5 million shareholding 
will be exempt from IHT. However, ABC 
Trading Ltd has accumulated £700,000 of 
cash, which is retained by the business. It’s 
a sum that has been steadily increasing and 
there are no plans for the business to use it 
either now or in the future. As a result, the 
£700,000 of cash is likely to be an excepted 
asset and, as Alan has a 50% shareholding, 

£350,000 of his shares will be exposed to IHT.
 Like Alan, many business owners let 

profits build up in the company bank 
account because they want to avoid 
paying higher rates of Income Tax on 
any money they take from the business. 
Unfortunately, HMRC rules state that, if a 
business holds cash that is not used in the 
company’s trade, then a proportion of the 
company’s assets are subject to IHT.
Trusts are not regulated by the Financial 

Conduct Authority. 

The levels and bases of taxation, and reliefs 

from taxation, can change at any time. The 

value of any tax relief depends on individual 

circumstances.

the business for two years immediately 
before the transfer (most commonly death 
or gifted into a discretionary trust*), nor

future use of the business.
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HEALTH WEALTH

W e used to look at a 
country’s GDP (gross 
domestic product) as 
a measure of how well 

they were faring. But there is a shift 
in mood. Today’s political leaders are 
starting to take a heightened interest 
in why some societies are ‘happier’ 
than others. Progress, it seems, is 
beginning to be measured not just in 
terms of how an economy has grown, 
but of how much lives have been 
improved. Even then, ‘success’ isn’t 
so much about a nation’s standard of 
living. It’s about its quality of life.

The World Happiness Report – 
commissioned by the United Nations 
– has been published four times since 
2012. One nation – Denmark – has 
consistently come out on top, taking 
the number one ranking in 2012, 
2013 and 2016 (in 2015, they were 
clearly off the boil, dropping to no. 
3!). 

The European Social Survey placed 
the Danes at the top of the happiness 
stakes in 2012 and 2014. Meanwhile, 
the Organisation for Economic Co-
operation and Development  (OECD) 
Better Life Index 2015 also saw the 
Danes in pole position in the Life 
Satisfaction review.

It begs the question: why? And 
what can we do to be more like the 
happy Danes?

COME RAIN OR SHINE
There’s something about Denmark 
that sounds familiar. Not exactly 
blessed with the sunniest of weather 

in society – a means of purchasing 
quality of life. 

Mix in a high level of trust among 
fellow citizens, a sense of freedom, 
wealth and good governance, 
and we’re talking a pretty well-
functioning society. 

IT’S ALL RELATIVE
The four published World Happiness 
Reports have given significant space 
to links between happiness and 
relationships. Except in the very 
poorest countries, happiness varies 
more with the quality of people’s 
relationships than with their wealth. 
Experience of positive feelings 
are strongly related to good social 
relationships across different socio-
cultural regions.

A good work-life balance, which 
allows people to make time for family 
and friends, is also a major part of the 
happiness equation. According to the 
OECD Better Life Index, Danes have 
more free time than any other OECD 
members and the European Social 
Survey found that 33% of Danes 
report feeling calm and peaceful all or 
most of the time (compared with 14% 
in the UK).

The evidence is compelling. The 
Danes are family orientated. They 
get on well. They are well cared for 
and supported. And yet, the Danish 
people believe they have another 
happiness secret up their collective 
sleeve. 

It goes by the name of ‘hygge’, and 
it’s taking our happiness-seeking 

forecasts, the country also has one 
of the highest rates of taxation in the 
world. So to our own weather-beaten, 
tax-weary British eyes, it’s not the 
ideal recipe for contentment so far. 

Could it be their outlook on life? 
Ah. Now we’re getting warmer. 

Taxes indeed are high. But they 
are tolerated without complaint, 
supporting as they do an impressive 
welfare state. Healthcare and 
university education are free, 
unemployment benefits fairly 
generous and working weeks 
relatively short. 

Workers in Denmark enjoy five 
weeks of paid holiday a year, and 
employers make sure that families 
have time to spend together. There’s 
a feeling that taxes are an investment 

According 
to the OECD 
Better Life 
Index, Danes 
have more 
free time 
than any 
other OECD 
members

It’s no coincidence that Copenhagen is home to the 
Happiness Research Institute, an independent think-
tank focusing on happiness and quality of life. Denmark 
ranks among the happiest nations in the world, and 
is Number One for happiest people according to the 
World Happiness Report. Even though the weather’s 
nothing to write home about and the taxes are scarily 
high, Denmark is the place to be... so we’ve heard. Is 
there something we should know? 

HAPPINESS
 In search of
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FAMILY TIME

world by storm as a new (to us) 
lifestyle philosophy. We thought 
we’d share some hygge with you, in 
the hope that you, too, will forget 
your taxing troubles and take your 
happiness levels to new heights.

HYGGE HAPPY
Hygge (pronounced ‘hooga’) comes 
from a Norwegian word meaning 
‘well-being’. In general terms, it’s 
about atmosphere and experience; 
being with the people we love; feeling 
at home.

We can all think of the little things 
in life that make us go ‘aaaahh’ 
– raindrops falling softly on the 
windowsill, a mug of warm, silky 
cocoa, the flicker of a flame or the 
gentle rustling of leaves in the wind. 

When we savour these little 
moments – rather than thinking 
of the storm outside – we’re 
experiencing the joys of hygge.

Hygge is many things to many 

people in Denmark. To Copenhagen 
resident Meik Wiking, who happens 
to be CEO of The Happiness Research 
Institute in Copenhagen and author 
of The Little Book of Hygge – the Danish 
way to live well  (£9.99, Penguin Life) – 
it’s simply a state of being. A sense of 
belonging and of feeling connected to 
the natural world around us. 

“When we’re close to nature, 
we’re not engulfed in entertaining 
electronics or juggling a broad 
spectrum of options. There are no 
luxuries or extravagance, just good 
company and good conversation. 
Simple, slow, rustic elements are a 
fast track to hygge,” writes Meik.

HOME FRONT
Home is central to social life in 
Denmark – handy, when you consider 
the high prices of Danish restaurants!

The Danes put a lot of money and 
effort into making their homes cosy 
and comfortable (“hyggelige”). Not 
only that, they cherish their space, 
enjoying the most living space per 
capita in Europe. Danish homes, 
on average, afford 51 square metres 
per resident (compare this to 44 
in Sweden and the UK, 41 in the 
Netherlands, 40 in Germany and just 
38 in France).

Danes love their comfy spaces – 
often by a window (many Danish 
homes have bay windows), where 
they’ll place squashy cushions and 
blankets – and will have a cosy place 
to sit, read or socialise at the end of 
the day.

They love wood – toys, furniture, 
ornaments, wood burners. Anything 
simple, natural and tactile – what’s 
nicer than running your hand over 
a silky-smooth wooden cabinet or 
hearing the soft creak of a wooden 
floor?

They also like to bring the 
outdoors in – arranging displays of 
leaves, nuts and twigs around the 
home.

LET THERE BE LIGHT
As you might expect in a country 
where the summers are short and 
sharp, and the winters long and 
dark, light is a huge factor in the 
Danish sense of happiness and home. 
Candles are everywhere… but you 
won’t find a scented candle (they 
insist on natural and organic). Lamps 
are placed carefully and strategically 
to create soothing pools of light. So 
no fluorescent light tubes or bare or 
glaring light bulbs – the lower the 
“temperature” of the light, the more 
‘hygge’. Open fires are de rigueur. No 
wonder the Danes are the leading 
lights of interior design.

FEEL THE LOVE
Being touched tends to release the 
neurohormone oxytocin (“cuddle 
hormone”), which makes us feel 
happy and reduces stress, fear and 
pain. A hug, a kiss, a hand on your 
shoulder… oxytocin starts flowing 
in intimate situations and helps us 
connect with one another. Stroking 
pets has the same effect. We feel 
loved, warm and safe and our social 
connection is increased. 

Warmth and fullness also release 
the hormone: so good food, wood 
fires and blankets are all good.

A LITTLE TREAT
We’re saying they’re the happiest, 
not the healthiest! The Danes do 
consume a fair amount of meat – lots 
(and lots) of bacon, confectionery 
and coffee, but they don’t view it as a 
bad thing. Cake, hot chocolate with 
whipped cream, Irish coffee, a hearty 
slow-cooked stew; they’re not seen as 
particularly naughty, just nice.

“It’s about being kind to yourself 
– giving yourself a treat, and giving 
yourself and each other a break from 
the demands of healthy living,” says 
Meik. 

Why not bake some bread? It 
doesn’t have to look good; the more 
rustic, the better. The slowness of the 
process and the feeling of taking care 
of a ‘living thing’ – plus the warm 
aroma – contribute to well-being.

In the 
European 
Social 
Survey, 33% 
of Danes 
reported 
feeling calm 
and peaceful 
all or most 
of the time 
(compared 
with 14% in 
the UK).

HYGGE ESSENTIALS
1. Candles
2. Some good quality chocolate
3.  Your favourite tea/refreshing 

drink
4. Your favourite book
. Your favourite film or boxset

6. Music
7. A good pair of woollen socks
8. A warm jumper
9. Paper and pen
10. Photo album

WHAT MAKES A HYGGE 
MOMENT?
1.    ATMOSPHERE – turn down the lights
2.    PRESENCE – be in the moment. Turn 

off the phones
3.    PLEASURE – coffee, chocolate, 

cookies, cakes
4.    EQUALITY – ‘we’ over ‘me’. Share the 

tasks and the talk
5.    GRATITUDE – take it all in, and be 

thankful
6.    HARMONY – it’s not a competition; no 

need to brag
7.    COMFORT – get comfy. Take a break. 

Relax
8.    NO DRAMA - let’s discuss politics 

another day!
9.    TOGETHERNESS – build relationships 

and narratives. Indulge in nostalgia
10.  SHELTER – find a place of peace and 

security with people you like and trust
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CLIENT STORY

SHINY AND NEW

T
ransforming an old, tired or 
non-functioning property 
into a contemporary space 
that oozes both form and 

style is all part of a day’s work for 
Willson Grange clients, Bromilow 
Architects. 

Partners in life as well as work, 
fellow chartered practitioners Sally 
and Stephen Bromilow run their own 
business from their Merseyside studio. 
The working week, for them, consists 
of planning, designing and project-
managing some of the most desirable 
residences and commercial premises 
in and around the Wirral.

One of the star projects in their 
recent portfolio has to be Abbey 

GRAND
PLAN
It’s not every day that your latest project achieves a 
prime-time slot on TV. But for architects Sally and 
Stephen Bromilow, that’s precisely what happened 
when their client’s remodelled home featured on 
Channel Four’s Grand Designs. 

So, the Royal Mint has been busy polishing 
up its new 12-sided pound coin, which 
entered circulation on the 28 March. And 
very attractive it is, too. Lighter, brighter 
and harder for counterfeiters to forge than 
its predecessor, it has had a pretty positive 
reception from the public at large. We like 
it anyway.

Just a few things to be aware of. The 
withdrawal date for the old coin is 15 
October 2017 – after this date, it will no 
longer be accepted in shops, so you can’t 
spend it. Banks and building societies, on 
the whole, will still take them after this date, 

but only from their own customers. So really 
you’re best to spend or swap any old coins 
you have lying around as soon as you can.

GOT AN OLD FIVER?
The old ‘paper’ £5 note can still be 
exchanged at face value – again, some 
banks and building societies will accept 
them from their own customers until 5 May, 
but beyond this, you can take it in person 
(or send it in the post at your own risk) to 
the Bank of England in London. Bank notes 
are produced by the Bank of England (as 
opposed to the Royal Mint, who produce 

the coins) and are covered by a ‘buy-back’ 
guarantee, holding their face value “for all 
time”.

STOP PRESS: 
… A new polymer £10 note is to 
be launched in September (date 
to be confirmed , followed by a 
new polymer   note in . 

Cottage. Perched at the top of Grange 
Hill, overlooking the River Dee in the 
seaside town of West Kirby, the house 
caught the attention of Channel Four’s 
Grand Designs team back in 2014. Their 
subsequent year-long project went on 
to be featured in an hour-long episode 
aired in November 2016.

Regular viewers of the series will 
know how any ‘Grand Design’ visited 
by presenter and architecture buff 
Kevin McCloud will be subject to the 
greatest critical scrutiny – usually with 
smatterings of heartache and bursting 
budgets along the way. He knows what 
makes good TV! From the ambitious 
early plans to the looming deadlines, 
each stage of the build inexorably 

develops into a mini-drama.
So true to form, the dramatic 

potential was in the offing with the 
Bromilows’ build – a modest-sized 
1960s dormer bungalow, whose 
A-frame roof barely peeped over the 
high fence that separated it from the 
main approach road to the town. Its 
occupants, Stuart and Rosie Treasurer, 
owners of an online personalised gift 
business Cleancut Wood, had lived 
there, happily and unassumingly, for 
five years. But as their growing family 
vied for more space, an urge to create a 
daringly new, super-modern spacious 
house emerged. 

Talking over their vision with Sally 
and Stephen – who share a passion  
for progressive, ground-breaking 
architectural design – dreams of 
a futuristic, sleek and open-plan 
structure that would stand out on 
the incredible hill-top location came 

The
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IN YOUR POCKET

Bromilow 
Architects 
drew up an 
ambitious – 
but do-able 
– plan that 
would totally 
transform the 
old bungalow 

to the fore. Should it be done (the 
surrounding houses were mainly a 
mix of 19th-century manor houses 
and 1930s semis)? Could it be done 
(the budget couldn’t go beyond a 
relatively skimpy £175K)? 

As it turned out, the primary poser 
was really the height. The A-frame 
of the roof had always restricted the 
family’s space – an upper storey with 
four to five bedrooms was needed. 

However, it would need to be kept 
within the height of the apex of the 
original A-frame.

With their signature skill and 
precision, Bromilow Architects drew 
up an ambitious – but do-able – plan 
that would totally transform the old 
bungalow. A flat-roofed, rectangular 
frontage clad in timber would form 
the overall exterior elevation, while 
the reworked interior would make use 
of informal, industrial fixtures and 
fittings. Unpainted breeze block walls, 
banisters made from scaffolding, and 
Accoya (a modified timber) cladding 
were just some of the solutions that the 
Bromilows and Treasurers discussed. 

The ultimate masterstroke, however, 
was a ‘mock’ cantilever – cleverly 
incorporated not just to give the 
extra upper-storey space the family 

required but to offer the front of the 
house the illusion of an unsupported 
(and mega-expensive) structure. In 
reality, the overhang is supported but 
the secret supports are hidden from 
view until you enter the gates. The 
result: a floating timber box set atop a 
perpendicular rendered brick base.

All genius touches that had Kevin 
in raptures at the end of the episode. 
So was there a drama? The Abbey 
Cottage build appeared to go as 
smoothly as a well-oiled machine. And 
it did. Intricately planned, precision-
designed and deftly managed, there 
were certainly no nightmares, and 
very few hiccoughs, to report. Viewers 
would have detected a spot of ‘Devil’s 
Advocate’ role-play as Kevin ventured 
outside to glean local opinions as 
the project was in mid-build. There 
he found some understandable 
apprehension as the space-age 
structure took shape. But objections 
waned as the builders’ vans drove 
away. The verdict: a grand, modern 
design that will indeed turn heads... 
but for all the right reasons. 

A year after completion, Abbey 
Cottage has settled into the skyline 
as a recognisable, but sympathetic 
landmark. More importantly, it is 
now a fantastic and functioning 21st-
century family home.  

VALUE-ADDED HOMES

“We always try to add value to 
a project,” says Sally, who set 
up her own practice while on 
maternity leave with her first  
child in 2004. Joined the business 
by husband Stephen two years 
later, the couple have established 
a thriving and busy RIBA 
Chartered practice specialising 
in high-end bespoke residential 
and commercial designs, from 
stunning redesigns to full-scale 
new builds. 

“For the Abbey Cottage 
project [above], it was mostly 
about space – the clients saw 
the potential for expanding their 
existing property. As we talked 
about what they needed, we 
started to see that they wanted to 
do something interesting as well 
as practical, and the ideas just 
flowed from there. s we ve seen, 

in the end, yes, they got their 
lovely spacious home – but they 
got a lot more besides!”

OFF THE GROUND…
t s definitely important for us 

to get to know our clients really 
well,” adds Stephen. “Talking 
about how they will use the 
space, building an understanding 
about what they want and need, 
and working together on the 
plans together are at the very 
essence of good design. So 
we try to spend as much time 
as possible brainstorming the 
designs, and finding the best 
solutions early on. 

“The aim is always to get 
as much done on paper as we 
can, with a full specification and 
all costings done before the 
project starts. Then every four 

wee s, we ll mar  off the value 
of wor  done. t s all done as a 
process, with the client in control 
financially all the way through.

“Architecture is problem 
solving,” explains Sally: 
“Knowing how, and where, to 
loo  for answers, whether it s 
a knowledge of materials, a 
response to building regulations 
or fle ibility of design. There s 
no right or wrong, usually – just 
a matter of personal taste or 
knowing how something will work 
for a particular purpose. 

t s a holistic process that 
takes many intricacies into 
account, from statutory approval 
to specifications of materials and 
energy use, and so on.

“But at the end of the day, we 
want to make sure the client has 
value from their project – whether 

it s now or in the future. t s mainly 
about their own lifestyle, of 
course, but saleability is always 
something to keep an eye on over 
the longer term.”

•  tephen and ally romilow 
are clients of Willson Grange 
Financial Adviser David Forster.  

•  romilow rchitects   
Brook House, 2 Brook Terrace,  
West Kirby, Wirral CH48 4DX.  
Tel: 0151 625 0942

Whether it’s more living space, a more usable layout or a wow-factor addition, 
romilow Architects have made it their business to find out exactly what suits their 

clients, and deliver the very best solution.
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A
s more Defined Benefits 
(final salary) pension 
schemes are closing, the 
responsibility for providing 

a retirement income now rests with 
the individual. As this shift takes place, 
investors need to ensure they’ve made 
adequate provision to be confident of 
a secure income in retirement. 

“It’s important to develop a 
retirement funding strategy as early 
as possible and split it into three 
major stages,” advises Rob Gardner of 
Redington Associates in the recently 
published Annual Report of the  
St. James’s Place Investment 
Committee. “The beginning requires 
a ‘save and invest’ strategy; the middle 
stage calls for a ‘grow and protect’ 
strategy; and the end stage focus 
should be on ‘income and protection’.” 

Follow the three steps, he says, 
and you’ll have the best chance of a 
happy ending…

1. THE BEGINNING: Set your long-
term goal. When it comes to investing, 
as in so many other matters, most 
people focus on the present rather 
than on their future needs. Yet the key 
to well-informed decision-making 
is to begin with an end in mind, and 

COVER to COVER

Every good story 
has a beginning, 
middle and end, 
and the perfect 
pension plan works 
by the same rules 

to be clear on what you’re trying to 
achieve. This will inform you what 
you need to do today and whether this 
target is realistic.

For a pension scheme, the 
target would be meeting all of its 
commitments. For individuals, it could 
be to accumulate enough assets to 
provide a desired level of income in 
retirement. Once you’re clear on the 
end goal, you can work backwards 
to calculate how much to save, and 
decide the right investment strategy, 
taking advantage of available tax 
incentives.

2. THE MIDDLE: Take the right risks 
at the right time. Managing risk is of 
fundamental importance in achieving 
your financial goals. It’s a careful 
balancing act. Not taking enough risk 

in the beginning and middle stages of 
your investment journey is as bad as 
taking too much at the end.

Typically, the further from the end 
you are, the greater your potential risk 
tolerance. It doesn’t matter if markets 
have a bad year next year if you have 
10-15 years to invest before reaching 
your retirement age. The beginning 
and middle stages are opportunities to 
grow your wealth by taking more risk 
to enhance your investment returns. 
As you approach the end stage, 
protecting your accumulated wealth 
is as important to meeting your goal 
as investing for future growth. This is 
where advice is so important. 

3. THE END: Start early. More than 
anything else, the key to securing your 
financial future and meeting your 
goals is to start early. The power of 
compounding investment returns can 
be incredibly rewarding over the long 
term. While the end goal may appear 
daunting, starting early and saving 
often is the foundation to long-term 
wealth. It’s the same as learning a new 
skill; little things done often, and well, 
create extraordinary results.
*From the Redington Associates Report, 
Annual Report of the St. James’s Place 
Investment Committee 2016

PENSION PURSUITS

“Saving for retirement is undoubtedly harder 
than it used to be, but with careful planning 
it’s still possible to achieve your retirement 
goals. If you plan ahead, start early, give 
consistently, make appropriate risk decisions, 
and seek out trusted advice, then financial 
security remains within reach.”  
– Rob Gardner, Co-Founder and Lead Investment 
Consultant, Redington Associates 
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AN EASIER WAY
WILLSON GRANGE LIMITED: WEALTH 
MANAGEMENT FOR YOU, YOUR 
FAMILY, YOUR BUSINESS

We lead busy lives and are living longer, which 
means we have to make our money work 
harder and last longer – and the sooner we 
start, the better.

Our advice is always to plan well… and plan 
well ahead.

When you start your wealth management 
journey with Willson Grange, you can relax, 
safe in the knowledge that our specialists are 
here to lead the way. Financial planning can be 
extremely complex and confusing, so we aim 
to make it as simple and painless as it can be. 
And we’ll do the legwork for you. 

Some (or all) of the following areas will be used 
in the mix to tailor a portfolio that’s a perfect 
match for you:
• Family protection
• nvestment planning
• Ta  planning
• nheritance Ta  T  planning
• etirement planning
• aving for your children s future
• ife assurance
• Portfolio management
• ifetime cashflow forecast

WE OFFER:
•   tried and tested si -step financial planning 

process
•  egular ris  profile analyses
•  cellent client adviser relationships with 

clear communication and regular reviews
•  eassurance, with the nowledge that you 

are always ‘in control’
•  Aspire  a unique, quarterly maga ine-style 

newsletter that sets out the financial arena in 
which we live. Our clients tell us they enjoy 
the fact that it is a lighter  loo  at finance 
that puts the latest news into perspective 
in a readable, entertaining but, most of all, 
informative style.

Our financial advisers are ready to advise 
and guide you through the maze.

W
hether we like it or not, 
it’s understandable that 
the government places a 
limit on pension saving. 

But if you do have a sizeable fund (or 
you want to build your pension up to 
a significant level in the future), it pays 
to be aware of the limits, and what you 
can do to protect it from unnecessary 
tax.

It works like this: contributions into 
a UK-registered pension scheme attract 
tax relief on the way in, and accumulate 
capital gains free of tax once inside. So to 
ensure these tax breaks aren’t completely 
open-ended, the government controls the 
distribution of state support to middle 
and high-earners (who, by definition, will 
receive the majority of the tax relief paid 
out each year). 

Understandable, as we say.
One of the controls the government 

has in place is the lifetime allowance 
charge. This effectively places a cap on the 
overall value of pension assets that can 
be accumulated – and anyone exceeding 
it pays tax at 55% when money is taken 
back as a lump sum, or at 25% on top of 
Income Tax if money is taken as pension 
income.

A common misunderstanding relating 
to the lifetime allowance, however, is that 
it’s a restriction on the amount you can 
contribute to a pension each year. It isn’t. 
It’s actually a ceiling on the OVERALL 
SIZE of your pension fund. Looking at 
it that way, it could be construed as a 
penalty for good investment performance 
as much as a measure to curb tax 
privileges.

Dr Ros Altmann, who served under 
David Cameron as Minister of State for 
Pensions, takes up that very argument – 
that the lifetime allowance is penalising 
those who have invested well. She argues 
that the whole point of pension saving is 
to benefit from long-term, and hopefully 
successful, investment returns.

“It makes sense to limit the amount 
that people can put in with the help of tax 
relief, but it doesn’t make sense to then 
try to punish them if their fund grows 
sharply,” says the former minister as part 
of her new campaign.

RISE AND FALL
When it was introduced in 2006, the 
lifetime allowance stood at £1.5 million. 
It was then increased each year, reaching 

£1.8 million by 2010. But since then it 
has been cut every two years. Today, the 
lifetime allowance stands at £1 million, 
putting a large number of investors within 
range of an unexpected tax charge when 
they take their benefits. 

What’s more, a pension fund that might 
appear modest today could exceed the 
lifetime allowance by the time the pension 
holder wants to access their benefits.

“Moving the goalposts in this way 
makes it much harder for people to  
plan their retirement,” says Ian Price, 
Divisional Director at St. James’s Place. 
“Even if your pension assets are less 
than the lifetime allowance – and you 
have stopped making contributions – 
investment growth on its own could be 
enough to tip the pension through the 
lifetime allowance ceiling.”

PROTECT YOURSELF
The good news is, from April next year 
(2018), the lifetime allowance will rise 
in line with the consumer price index. 
And, to be fair, each time the allowance 
has fallen, the government has offered 
some protection if your pension fund 
falls above, or close to, the new limit. 
Savers have been able to lock in their own 
allowance up to the level of a pre-existing 
limit – although there has normally been 
a time limit for them to apply.

If you’ve been caught by the most 
recent reduction, when the lifetime 
allowance dropped from £1.25 million 
to £1 million, there is a new protection 
available which (as yet) is not subject 
to a deadline. You can apply via the 
government’s online service*, but be 
aware that it’s a fairly complicated process 
– one that involves calculating the value 
of your fund on appropriate dates – so 
you may well find it easier to complete 
it with help from your Willson Grange 
financial adviser. 

*Log on to: www.gov.uk/guidance/pension-
schemes-value-your-pension-for-lifetime-
allowance-protection

The value of an investment with St. James’s 
Place will be directly linked to the performance of 
the funds you select and the value can therefore 
go down as well as up. You may get back less 
than you invested.

The levels and bases of taxation, and reliefs 
from taxation, can change at any time. The 
value of any tax relief depends on individual 
circumstances.

Story of my Life
THE LIFETIME ALLOWANCE EXPLAINED

LIGHTEN THE LOAD
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E
ntrepreneurs’ Relief was 
first introduced in 2008. It 
allows tax of just 10% to be 
paid on lifetime gains when 

a business (or part of it) is sold. 
Subsequent changes in the level of 
relief available have been at least as 
important, taking the lifetime limit 
from below £2 million right up to 
£10 million where it has remained 
since 2011.

The rate of Capital Gains Tax on 
most assets is now just 20% for higher 
rate and additional rate taxpayers, 
down from 28%, but this is still only 
half as generous to business owners 
as Entrepreneurs’ Relief. What’s more, 
although there is a £10 million limit, 
spouses and civil partners may also, 
under certain circumstances, qualify 
separately for their own relief. 

An individual can make as many 
separate claims as he or she likes, so 
long as the ceiling is not exceeded.

WHO QUALIFIES?
Entrepreneurs’ Relief can be applied 
to a number of different kinds of 
business ‘disposals’ (a term that 
includes the sale, gift or liquidation of 
a company). The sale of all or part of 
a business owned by a sole trader or 
business partner can qualify for the 
relief, including:

seller owns at least 5% of the shares 
(including voting rights)

Enterprise Management Incentive 
scheme established after 5 April 2013

business by the seller

There are limits to how 
Entrepreneurs’ Relief can be applied. 
For example, the business or 
company involved must be trading 
at the time of application – although 
a new rule allows the relief to be 
claimed so long as the shares are sold 
within three years of the cessation 

EXIT STRATEGY

of trading. Some business activities, 
such as property and letting, are 
disqualified because they’re seen as 
‘investment operations’ rather than 
‘trades’. Sole traders or business 
partners must have owned the 
business for at least a year in order 
for the sale to qualify, and the seller of 
shares must have been an employee, 
director or holder of office within the 
company.

KEEPING IT LEGIT
In 2015, the government introduced 
rules intended to crack down on 
abuses of Entrepreneurs’ Relief, but 
further reforms in 2016 are reckoned 
by some commentators to be an 
admission that the 2015 changes 
had gone too far – and in some cases 
ended up penalising what had been 
legitimate tax planning.

The 2016 reforms offered some 
olive branches to business. The 
relief was extended to long-term 
investors in unlisted companies, 
providing a 10% tax rate for gains 
of newly issued shares in unlisted 
companies that were bought on 
or after 17 March 2016, so long as 

they are held for at least three years 
from 6 April 2016. The reforms also 
reinstated Entrepreneurs’ Relief in the 
succession of family businesses and 
joint venture partnerships. 

However, the changes have not 
been able to remove the complexity 
of calculating whether you qualify – 
and some of the details of the latest 
reforms remain unclear. There are 
particular dangers in the definition 
of a ‘trading company’. To receive the 
relief, a company must be trading, 
and not pursuing other activities to 
any “substantial” extent. HMRC has 
confirmed that “substantial” should 
be taken to mean “greater than 20% 
by reference to a reasonable measure 
in the circumstances of the case”.

The levels and bases of taxation, and reliefs 
from taxation, can change at any time. The 
value of any tax relief depends on individual 
circumstances.

 Willson Grange is a Principal 
Partner Practice of, and 
represents only, St. James’s Place 
Wealth Management plc (which is 
authorised and regulated by the 
Financial Conduct Authority) for 
the purpose of advising solely on 
the Group’s wealth management 
products and services, more 
details of which are set out on  
the Group’s website at  
www.sjp.co.uk/products.

 The title `Partner Practice’ is the 
marketing term used to describe 
St. James’s Place representatives.

For many business owners, Entrepreneurs’ Relief offers exceptional 
tax-saving opportunities when disposing of their company, but new 
rules around liquidation mean that planning your exit now needs more 
care than ever*.

“While Entrepreneurs’ Relief offers a potential boost 
for business owners, its complexities require careful 
navigation, and detailed understanding of recent 
legislation. We’d urge anyone looking to rely on the 
relief to carry out an appropriate tax audit.” 
 – David Eaton, Willson Grange Financial Adviser

*Exit strategies may 
include the referral 
to a service that is 
separate and distinct 
to those offered by  
St. James’s Place.
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