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Tarvos news
We have now moved into our new ofﬁces at:

Tarvos Training

2nd Floor Graylaw House, 20-22 Watling Street,
Canterbury, CT1 2UA

We can provide your firm with training on a number of
financial matters that you will encounter.

01227 761177

This includes pensions, inheritance tax planning and
investment bonds. Please contact us to see how we can
help.

Hopefully we will be able to welcome you there very
soon.
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Reminding ourselves about
the State Pension
The State Pension is provided to those that meet the
eligible age and National Insurance record to assist
them during retirement. It is available to men born
after 6th April 1951 and women born after 6th April
1953. You will need 35 qualifying years of National
Insurance contributions or credits to claim the full new
State Pension. These 35 years can be made up from:
working and paying National Insurance
getting National Insurance Credits, for example
for unemployment, sickness or as a parent or
carer
paying voluntary National Insurance
contributions
You can check your State Pension online to ﬁnd out how
much you could get and when. This is known as a pension
forecast and is available at
https://www.gov.uk/government/publications/applicatio
n-for-a-state-pension-statement
You must have a minimum of 10 years to claim any State
Pension at all, but if you have fewer than 35 qualifying
years, you might still be able to top up by paying voluntary
Class 3 National Insurance contributions. If you choose to
carry on working once you reach State Pension age you can
take your pension or you may wish to defer taking it which
in turn could increase the amount you receive when you do
claim it.

The current full State Pension is £175.20 per week
(2020/21). In 2011, a pledge by the then-coalition
government aimed to protect the pension sum against
inﬂation. This was known as the triple lock, which
guarantees that the basic state pension will rise each
tax year, in April, by a minimum of either 2.5 percent,
the rate of inﬂation, or average earnings.
In recent weeks, though, reports have suggested the
triple lock could be under threat, as the government
attempts to recoup high spending brought about by the
coronavirus crisis. The Prime Minister spoke to the
Commons Liaison committee, where he was quizzed on
triple lock and as to whether he would honour
manifesto commitments speciﬁcally relating to triple
lock.
He responded:

“We are going to meet all of our
manifesto commitments, unless I
speciﬁcally tell you otherwise.” “It’s an
important point, and we won’t be
blown off course,. We are on track to
delivering these things.”

5 Reasons to Work with
Financial Planners
If you are not already working with ﬁnancial planning
professionals, here are 5 reasons why you should be:

Client Retention
Good ﬁnancial planning ﬁrms will have regular contact
with their clients, usually at least once a year, if not
more, and advisers will have an in depth understanding
of their changing circumstances and ﬁnances. As
trusted advisers, clients turn to us regularly for advice.
Where clients have been referred to us by their
solicitors or accountants, we will remain in touch with
their clients, ensuring that they can retain their own
relationship with them.

Holistic Planning
Financial Planners will be looking ahead at clients’
short, medium and long term plans and do not just
consider their investments and ﬁnances – they will also
be considering the legal and taxation aspects of their
plans and spot opportunities to refer work back to
those professional advisers.

Client Outcomes
When a client receives joined up advice from legal,
taxation and ﬁnancial planning advisers the outcome is
likely to be far more beneﬁcial. This is particularly the
case in respect of trusts, estates, succession planning
and inheritance tax or capital gains tax planning.

Continue
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Due Diligence
When any of the three professions makes a
recommendation to a client of another professional, it
should be the case that a certain amount of due
diligence has taken place to support that
recommendation. This should be seen as a beneﬁt for
the client, many of whom will not understand what they
should be looking for when choosing an adviser.

Training
Many solicitors and accountants will know something
about investments and ﬁnancial planning and also how
important it is not to be seen to be giving regulated
ﬁnancial advice themselves. However, having a greater
understanding about certain aspects will help in their
own roles when advising clients in certain areas. By
building relationships, the ability to keep each other
mutually updated in aspects of our professions will be
interesting and useful and will enhance our general
skills and expertise.

Pros and cons of putting
property in pension plans
As with most investing that has tax beneﬁts, buying
property within a pension fund is subject to various
rules, which must be considered when assessing
whether a case is viable. Perhaps the most important is
that the property must be a commercial property. If the
property can be lived in residentially, it would likely fail
this test. For example a ﬂat and shop would not be
eligible, whereas the shop alone could be, if the lease
can be separated. Of course, this does create good legal
work.
As purchase of a commercial property would not be
regarded as a standard investment, a self-invested
personal pension (SIPP) or small self-administered
scheme (SSAS) would be required within which to hold
the asset. The difference between these will be
explained in an article in our next Bulletin, but which is
suitable will generally depend on the structure and size
of the company and its requirements.
Only 50% of the value of the pension fund can be
borrowed. For example a pension fund worth £500,000
would be able to borrow £250,000, making the
maximum purchase by the pension £750,000. However,
many people do not realise that a pension fund can be a
part purchaser. Therefore, in this example, if the
purchase price were £1,500,000, the pension fund
could buy 50% and the remaining portion of the
property can be bought by the company or the
directors (or even a mixture) in their own right.

In our experience, most cases of pension funds buying
commercial property are for the member’s company to
buy a property to trade from, not as a pure investment.
As you can see from the example above, such a
purchase can allow the company to buy a considerably
better property than it probably could have done
before the pension came into play.
Because pensions are such tax efﬁcient vehicles, it
makes sense that buying a property in this way is also
very tax efﬁcient. Contributions made to the pension
have already attracted tax relief at the individual’s or
company’s highest rate of tax. Now rentals paid by the
ﬁrm to the owner of the trading property (the pension
fund) are a tax relievable expense for the company, but
at the same time serving to increase the member’s own
pension fund.
A property within a pension fund is not subject to
capital gains tax on sale, nor would it be liable to
inheritance tax if the member dies. Since 2015, pension
funds and their assets can be passed to anyone by
nomination. This means that the property can be
passed to family members, business partners etc, still
within the tax efﬁcient pension framework.
Of course, as with any investment, buying commercial
property is not without risks. Commercial property is
not always easy to sell and if the member needs to take
beneﬁts, it may be that the property needs to be
liquidated and the timing for this might not be ideal.
But for the right businessperson or company, using
pensions in this way can be the difference between
growing the business or just treading water
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Assisting your divorcing client
It is not always necessary for family lawyers to suggest
a client should seek the help of a ﬁnancial planner in
times of divorce, but sometimes it is essential and the
advice given can be invaluable – often to both parties.
Even when the assets appear to be straight forward and
simple to divide, there could still be issues that, if not
highlighted, would result in a less ﬁnancially beneﬁcial
outcome. The most common questions we get asked
are around splitting pensions, which makes sense as
these are often complex and highly valued assets.
However, we can help with other ﬁnancial planning
areas as well.
Pensions in divorce attract a lot of attention and for
good reason. These are often the largest part of a
couple’s estate, even more valuable than the family
home in some cases. If these assets are not reviewed
and split in the most appropriate way, both parties
could suffer long term ﬁnancial loss. There are several
things to watch out for, especially if there are a number
of pensions to consider. Splitting each one might seem
like the fairest option, but without taking all of the
beneﬁts and features of each scheme into account, it is
impossible to know the most ﬁnancially advantageous
route.
Other investments might also form part of the overall
estate and again it might be worth considering these
individually if they are held in different wrappers (ISAs,
Investment Bonds, Unit Trusts, VCTs etc) and are
invested in a diverse range of fund types.

Different wrappers attract different tax reliefs and
beneﬁts and therefore encashing or splitting some
investments could adversely affect a client’s tax
position. Similarly, it might be worth looking in detail at
the investment funds in terms of performance and
suitability. It could be a ‘bad time’ to withdraw funds
due to adverse market conditions and therefore
agreeing that each party retains those most suitable for
them, could be more beneﬁcial than potentially
realising investments at a loss.

Of course, splitting pensions and/or investments could
mean that the receiving spouse will need help in setting
up and managing a new ﬁnancial contract. We realise
that the period following a divorce can be difﬁcult and
many will need their hands held as they get used to
dealing with their own ﬁnances. We are, of course, able
to assist with providing ﬁnancial planning advice for
their future, taking into account their speciﬁc needs
and circumstances.

Where one party is awarded maintenance, it may be
sensible to arrange a policy to protect those payments
if anything happens to the ex-spouse. We can explain
the different types of protection available and assist
with arranging any appropriate cover to ensure
continuity of this valuable income stream.

Markets

29.07.2019

28.07.2020

%

FTSE 100

7,686.61

6,129.26

-20.26

FTSE All-World index

349.41

363.31

3.98

S&P 500 (US)

3,020.97

3,218.44

6.54

Gold per oz

$1,419.05

$1,940.90

36.77

Avg UK property price*

227,104

231,855

2.09

Inﬂation CPI (March to March)

1.9%

1.5%

-0.4

*Land Registry Data
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Funding Long Term Care Fees
Moving into residential or nursing care homes can be a
difﬁcult time for clients and their families. The decision
to move may have happened quickly, with little time to
prepare and emotions will be all over the place. As well
as the practical side of the move and settling into the
home, dealing with the property or a spouse left behind
– there will be the ﬁnancial aspect to deal with. As
annual care costs can be anywhere between £40,000
and £100,000 per year, funding long-term care may be
one of the largest expenses paid over a relatively short
period in a person's life.
When advising clients or their representatives on
funding options, it is important to consider the care
fees annuity. There are usually two or three options
when funding care fees, including a capital drawdown
strategy from savings, restructuring of investments to
generate income or a care fees annuity. If the property
is not being sold, there may be considerations here such
as the feasibility of renting it out or equity release,
especially if care is to be provided in the property
rather than in a care home.

and the care home.
When advising, we would usually calculate the shortfall
between the client's income and expenditure and
obtain quotes for the various annuity options for this
amount.
Immediate annuities will pay out the income from
outset and can be paid as a level income or escalating
each year.
Deferred annuities cost less initially as the payments
are delayed for between 1 to 5 years. Care fees still
need to be paid by the client in the meantime, but if
death occurs in the early years, the loss to the estate
may be less than the immediate annuity.

The care fees annuity is an interesting option and
whilst it may not be right for everyone, it is certainly
worth considering carefully.

There are other options available but, in all cases, the
income is guaranteed for life and is tax-free when paid
directly to the care provider. Care annuities can be very
beneﬁcial in that they convert an unknown cost (as we
don't know how long the client will live) into a known
cost. They provide peace of mind that the shortfall is
covered leaving any remaining assets preserved. On
the other hand, clients may not feel comfortable with
the initial outlay, unsure whether it will have provided
value for money in the event of death and prefer to take
the chance and pay for the fees from savings and hope
that the funds do not deplete fully.

First, it is important to note that the annuity rates are
much higher than pension annuities, which many may
consider to be relatively low at present. The care
annuity is underwritten, taking into account the client’s
health and care needs based on reports from the GP

Either way, if regulated advice has been provided,
decisions can be made based on all the information.
This will be invaluable, particularly for Attorneys or
Deputies who wish to make sure they have carried out
their duties comprehensively.
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