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In this issue we focus on:
l The Remarkable Mr Osborne
l The Imaginative Mr Cameron
l The “Oldest Profession” is helping!

The Remarkable Mr Osborne
Let it never be said that George Osborne lacks the capacity to surprise.

First we had ‘Pension Freedom’, now he’s (almost) scrapped ‘Pensions Death Tax’. What a boy! He may have
doubled the nation’s indebtedness – but he’s certainly pulled out all the stops in his efforts to beef-up pensions'
appeal:

l Contributions made by an Employer will normally attract Corporation Tax relief and are free from National
Insurance Charges.

l Member contributions up to 100% of relevant UK earnings to an occupational pension scheme are normally
paid gross attracting tax relief under the “net pay arrangement” to provide immediate marginal rate tax relief. 

l Personal contributions up to 100% of relevant UK earnings to a SIPP or personal pension are paid net of
basic rate tax relief. The pension provider claims the basic rate tax from HMRC and this is credited to the
member’s pension account. Additional relief to higher rates of tax is provided through the self-assessment
tax return.

Set money aside, pay no tax on the income and gains on the invested monies, draw benefits whenever you like
from 55 onwards, take some of those benefits tax free and tailor the rest to minimise income tax loss. And now, in
the fullness of time you can pass residual funds on to your descendants, free of IHT.

If contributions are to continue after benefits are taken different Rules will apply from April 2015. Some forward
planning may be required for those considering taking benefits and can do so before 5 April 2015.

It’s hard to see what else he could do, to make pension provision a ‘must’ when addressing any form of serious
wealth accumulation.

Our news article last week last week:

http://www.pensionsmanagementltd.co.uk/news/good-news-for-pension-savers-in-ssas-sipp-or-in-any-other-
defined-contribution-pension-scheme/

...announced the available detail and structure of the Chancellor’s latest easements to pension structures and
pensions tax. 

The Treasury have now issued further information on Taxation of Pensions at Death announcement. The full
document can be found at: 

http://www.pensionsmanagementltd.co.uk/news/removal-of-the-55-tax-rate-on-pensions-at-death/. 

This still leaves questions on detail. We await final legislation.

The changes will have a major impact on the death of a member of any money purchase arrangement, and is a
major shift in the use of pension funds on death:

l The reforms will apply to payments made on or after 6 April 2015. 
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l The beneficiaries of those who die before April 2015, together with the beneficiaries of those who died before
29th September 2014 will be able to ask the Scheme Administrator to delay payment and so benefit from
this change.

l Tax-free lump sum payments (where the individual died under 75) must be made within two years of the
Scheme Administrator being notified of the death of the individual. 

Finally, whilst higher rate relief and ‘carry forward of unused allowance’ remain available, there’s an unmissable
opportunity to everyone who has significant earned income and who remains short of their Lifetime Allowance, to
make good their personal pension deficit – and make that contribution!

The Imaginative Mr Cameron
It must be the Birmingham effect! First it was the Chancellor, then it was the PM himself. 

After the Chancellor’s ‘jam today’ we were treated to the PM’s promises of butter, jam and cream tomorrow. We’ve
clearly got lots to look forward to but I do wish that the PM would contain himself – and recognise why mistrust of
politicians has grown so strongly in recent years. 

Credibility is the key issue. The PM’s promises for bigger Personal Allowances, higher income tax thresholds, a
balanced budget over the course of the next Parliament, are worthy aspirations – but we will all have a view on the
deliverability of these promises. The really irritating thing is that the PM still doesn’t seem to understand the
difference between ‘deficit’ and ‘debt’. In his televised Party Political Broadcast on 1st October he once again
spoke glowingly of leading a nation where “our debts are being paid down”. 

Well, forgive me for being a killjoy but our Government’s efforts to ‘pay down our debts’ is pure fiction. The
Government has in fact doubled our debts over the last 4½ years. This year we’re on track to borrow another £90
billion or so, to add to the £1.4 trillion that has now been run up in our name. That’s over £700 billion more than
we owed in 2009. Call me Mr Picky – but please Mr Cameron don’t “pay down” any more debt – we just can’t
afford it!

The “Oldest Profession” is Helping!
Last Month the Office of National Statistics (ONS) announced that they were amending their methodology for their
monthly Gross Domestic Product (GDP) calculations. It seems that until now, the proceeds from illegal drugs,
prostitution and charities have been excluded from ONS figures. This is now to change and the ONS has calculated
that, over the years 1997 to 2012, drugs and prostitution were worth £141 billion to the UK economy. Charities and
other non-profit organisations contributed another £191 billion.

The combined effects of these inclusions have been to add an average of 0.1% a year to GDP figures. The result
of these revisions has been to reduce the recorded shrinkage in the economy between 2008 and 2013 from 7.2%
to around 6%. Good news then – so good in fact that I thought I would delve a little deeper into how the ONS
arrive at their calculations.

It seems that the ONS measure prostitution on the ‘supply side’ whilst illegal drug consumption is measured on
the ‘demand side’. And the figures? Well the ONS calculated that there were 60,879 prostitutes working in the UK
in 2009 – charging an average £67.16 per visit to each of their 25 weekly clients! 

The proceeds from illegal drugs activity was calculated from data identified within the England and Wales Crime
Survey, matched against wholesale drug prices, purity evidence from drug seizures and retail prices.

Fascinating as this is, it does demonstrate the necessity for caution when considering statistical data – even from
the soundest of sources! 

Geoffrey Stait
10th October 2014
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