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11 March 2009
Dear Jennifer, 

Pension Scheme Arrangements
I refer to our meeting last week regarding your pension arrangements and in particular your funds with Suffolk Life. I set out below a summary of those items we discussed, together with the results of my enquiries on your behalf regarding your Company deposits.
Suffolk Life SIPP

Your pension policy is invested in a range of investment funds under the umbrella of a self invested personal pension. The amount contributed for those investments was £114,450 and as at 1 December 2008 that policy was worth £77,930. This represents a loss of approximately 32% of the value of the policy. 
You advised that your approach to investments was cautious and this appears contrary to the structure of investments under this pension policy. I therefore recommend that you contact the firm who arranged this policy for a copy of their recommendation letter. I also suggest that you obtain a copy of the fact find that was undertaken at the time the investments were arranged. On receipt of that information you should then be in a position to determine whether your instructions at the time are consistent with your current understanding. If that is the case, then you should complain formally to the senior partner /director at the firm who arranged the business. As this firm is FSA regulated there will be a particular complaints procedure that they must follow and if it is found that incorrect advice has been given compensation is payable.
Corporate deposits
Please find enclosed a summary of the protection which arises under the investors compensation scheme.
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Corporate deposits are outside the scope of my expertise however I have spoken with a number of advisers on your behalf and regrettably there appears no deposit taker of repute that offers interest rates on cash corporate deposits of the rates we discussed. However as you are also looking for security of investment you will have to physically open multiple corporate deposit accounts to diversify the risk. With regard to national savings, I have been advised that the corporate facility was withdrawn last year and as such national savings are now only available to private individuals and charities/pension schemes. 
I have spoken with Darren Evans who works at Standard and Poor for a copy of the UK retail bank capital adequacy levels and as soon as this is available, I will forward this to you.

Self Administered Schemes
A self administered scheme is established by your business and appoints you and Martin as member and trustees. You decide how to invest the funds and also the timing of drawing benefits as the member trustees of the scheme.  
The principal reason that these schemes are attractive to business owners is to mitigate tax, they are also used by individuals who wish to control their pension assets and invest those funds as they deem fit. The tax privileges associated are significant even though there is an overall lifetime allowance that may be built up of £1.65 million per person in the current year. 

Contributions paid from the business may qualify for tax relief. Once those contributions are paid investment income and all gains are exempt from taxation. The scheme does not fall under inheritance tax and also a quarter of funds are paid out without deduction of tax without the need to stop working from any employment from 50/55.  

On the flipside, you must pay tax on income from drawings. If your fund from all sources exceeds the lifetime allowance, the excess will be subject to a flat tax charge. Your pension scheme will be required to provide unaudited accounts and you will need to pay a firm such as us an annual administration fee to manage your scheme. I enclose our fee menu which gives details of the cost for scheme administration. 

Commercial Property & Loans

Your pension scheme can buy assets such as commercial property, which may be leased to the business on commercial terms, thereby allowing rental income to be paid to the SSAS. The Company will receive tax relief on the rent paid but you will not be taxed on the income as this is not deemed a benefit in kind. The rental income will be paid into a pension scheme bank account which you and Martin will be the signatories to. 

The scheme can however make a loan to a business that is engaged in residential property activities as its principal business and those funds can be used by that  company as it deems fit; this can include purchasing a residential property.  For example, pre-tax profits can be paid from your Company and then loaned out to a separate property business that you also control. 
The maximum term of the loan is for five years, it cannot exceed half the value of the SSAS, and the loan can be rolled over once for further term of up to 5 years. Interest and capital repayments should be made equally no less than annually in arrears and there should be adequate security in the form of a first charge over an asset of equal value. 
Based on the pre-tax profits provided to me by Nikki, a Company contribution of £200,000 does not appear excessive and should qualify for corporation tax relief. The contribution would need to be paid prior to 30th April 2009, being the date that the Company tax year is extended to.

The £200,000 can be used towards the property purchase, the SSAS can borrow up to 50% of the value of the fund. In this case, the mortgage could only be £100,000, the balance of the borrowing should be held outside the scheme by the business. It is possible to increase this gearing beyond the figure I have stated and I will explore this with you once you have found a commercial unit.
Our Services

The service we provide is a pension administration service. It is our job to file the relevant tax returns and reporting to the Pensions Regulator and HMRC. We also give you guidance on pension rules and general assistance where possible.  We do not give financial advice and we do not promote or arrange investment products of any nature. This is important, as we will not give you advice on how you should invest your money. As the trustee of your own scheme, you are obliged but not required to consider financial advice.  
We have approximately 6 weeks within which to shelter corporation tax for the current year and it will take approximately 10 working days to have the scheme fully registered and operational. You therefore have a bit of time to take stock of the information I have provided and if you and Martin wish to get together at Foxhill I will be pleased to meet you. The SSAS is something that you will have for long-term and it will allow you to build up funds from the business tax efficiently under your stewardship as the sole trustees, it must be right for you notwithstanding the tax privileges associated with SSAS.
I think I have covered all the main points but if there is anything else you need please feel free to get in touch.
Kind regards

Yours sincerely

Gavin McCloskey

For Pension Practitioner .Com 


