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Dear Glen,
Proposed Romeera Pension Scheme
Further to our telephone conversation last week, I confirm the following: 

By way of a background I have advised Mr & Mrs Mehta on their pension schemes for circa seven years. Approximately three years ago it was appropriate to transfer Mr Mehta and Mrs Mehta to SIPPS, which are presently managed and administered by Barnett Waddingham Trustees Limited. Following “pension simplification” since 6th April 2006, and clarification on HMRC practice which was received earlier this year, it is appropriate for the members to have their benefits in a self administered scheme given their objectives. I attach a copy of my previous letter with gives a summary of the background issues involved on this. 

The self administered scheme has not been set up nor therefore have the SIPP investments been moved. Mr and Mrs Mehta are not keen at the moment in having a third “independent” corporate Trustee, they have as you advised, been willing to have a third connected family member appointed as a trustee, but not as a member. It is our recommendation that a third trustee be appointed to the scheme. 
I understand that they would wish for benefits to be paid on death in accordance with their overseas will, which is acceptable, however the trustees are also required to have regard to the requirements of HMRC in paying out those benefits. In particular, benefits on death post age 75 must be used to benefit the surviving member and also the dependant (their son), under most circumstances. Although a charity lump sum death benefit remains an option. I am not aware how Mr Mehta’s will has been drawn up, but the option of paying death benefits to his estate is unlikely to be tax efficient.
The attached Deed and Rules confirms these choices, albeit in a generic form. The problem of course is on joint death (for example in a car accident);  if they have no “family trustee member”, then the powers of amendment which are set out in the attached deed and rules vest with the scheme provider Romeera Aerospares Limited.  
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In the absence of a third trustee, Romeera would be required by the Pension Regulator to appoint an independent trustee (using it’s power of amendment) to wind up the scheme and distribute the benefits – hence the recommendation for a third trustee/corporate trustee to be appointed, which avoids these potential costs and problems. 
Mr Mehta may be concerned about another trustee being signatory to the scheme’s assets, however the trustees could collectively delegate investment decision making to Mr Mehta.  
I trust that this gives you sufficient background information, if you require anything else please let me know. 

Yours sincerely
Gavin McCloskey

For Pension Practitioner .Com 
c.c. Mr M Mehta

