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YOUR MONEY

Pension plan

in need of a
health check

Senior NHS staff sleepwalking

to tax bill, warns Maisha Frost

The problem
DiCTORS' nest-eggs may need
=uoancy treatment if they are (o

apev the taxman's scalpel. Henry
o, & physician who pluns to redire
this year, esked Your Money for a
secand oplaion afler belng tald he
did pod hawe a problem. Henry, 53,
ks concerned IJEE' value af his
pensions will breach the lifetime
allowamwce — L1685 million — and
incur extra tax. Expert Nicolay
Downs re-exumined his fnanoes.

The solution

“HENRY is fneing o big tax bill bug it
can be reshuced so long as he gots
cracking now, * she says. However,
she wams: “In my view, Lhere are
hundreds whao could ba clobbered
Either they have been bold wrongly
there is no need to worry or think
iy dan't have 2 problem.™

It's one that coukd affect amyone
with 5 big pension pot but those mast
likedy bo be ca oulk mre long-
serving professionals in final-salary
schemes, such as doectors and
dentists “These are typically highly
qualified people working for years in
the NHS who were comparatively
moderaie carmers,” says Dovns. “In
the past thelr final pensions were nol

icted to be o ki thiem

mmﬂumhly,mmﬁshwmmm up

“However, in recent years, doctors'
coftracts hive improved — Ubey are
earming far more now. This has
changed thelr pension prospects buf
now Lhey hanve Lo contend with the
pension lifetime limit, ntreduced in

April 2006, Many think there ks no way
| thetr pensfons will execed that but
they are wrong. They are locked into
thelr lower-earming mindset " she

EA¥E,

Hope for Henry and others in the
same haal, lies in the protection
mechanism exemption ntroduced
with the lifetime lmit. However, this
ends in April “Many
Just don't renlise what they are in for
The ones with most to lese are those
coming up Lo retirement who have
nal the
i oo v ey

Thee piperwork imvolved is
commplex, she says, “The gabdance
notes sirolch o 30 pages, The

ons are Gendish bt the
potential losses [ar worse."

Anyone expecting o tolal pension
income of E55,000 or more, and who
has not taken wp the protection
mechanism is at risk; says Downs,
This includes Henry, who made a

int of Lopping up his pension plans
PﬂT‘he pmtecthnﬁm*mnism Enill'mu.i.u
= cdcubnied according to
gompeone's pensbon savings as
they stood on April 6, 3006,
whon the lifetime

fnal sum, which s based
on all plans held
ineluding any alresdy
paying oaf, the figure is
midtiplied by 20 ithe typical number
of retiremaent years). This is then
compared to Uhe full-time allowanee.
Any excess ks taxed ok 55 per cont
Deowns worked out that the total

vialue of Henry's peision plans came
bix £1,673, 552 on April 6, 20068, “This
amounbed to a value of 11016 per cent
of the £1.5 million lifetinmee allvwance
sz |t was al that Ume,” she explaing

Henry can ringfence 1116 per cont,
bart this msst o b applicd (o

£1.65 million — the current lHetime

allowanee if he relires in this
tnx year. This equals
£1,841 400, eHectively
Eaining him £161.400
mare than i he had not

enry's pension ks

now worth £1.9 million
Mimes the £1,84 1400, his
personal excess amounis Lo

£58, 504, Taxed at 55 per cent

et s b ey @ bl of £92 230, Without
protection, this excess would have
e EXSD, 000, 1o give a Lax bill of

£137,500. “He will have saved 105270 |

ru%lisl::'rcd for profection.

HHS doctors ars prons to a lower-saming mindset, says Downs

a rovigh guideline, Downs suggests
the cost of checking for any problem
i thee firsd instance might comss to
500, Resalving Henry's Esues in full
cosl just under £3,000, Bat time is
running out for those who may be
affeeted bul who have nal Liken
action, ns the process can take a
couple of monihs

“Even i someone his been tobd
thisy do nol harve a prodlem, they
should ged it documented, with
figures, a5 o why that conclu=ion has
been reached,” she warns.
# Nicola Dotens: 013206 88580 or
vl waen irenfhominvest coak

H'pom ke 2 problem, wrils bo Maicha Froat,
Sanday Express, 10 Lower Thames Sirvet,
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It’s never
too late to
take action

The problem

BEING paid a local salary
e e epinrai
's
in later life.
, Mow in his lnle 585, he
reiurned o the UK four years
agn after working in
Zimbalvwe for a Hritish-owned
company, Contributions to his
peasions were pald In
Zimbawean dollars, which are
now worthless,

In view of his loss, his
company has offered to pay
him a lomp sum of £25,000 ta
cover the shortfall,

David wants to know
whether he will have to pay
tax on this sum and where
best to invest the money. He
hias another small pension pol
plus a hasic stale n, in
which he kas mainiained
contributions while oversens,

The solution

"THE refiund is of David's
contributions only, not his firm's, |
amd taoc will be taken off by the
fund’s trustees.” =ays adviser
Micola Dawns “But David
should pet the pasition
condfirmed in writing by them,”

With regard Lo investment,
Dvovamns recomanends tat Diovied
opens A stakeholder pension,
sugresting he look at Zurich's
Defensive stakeholder scheme,
of thoae alfered by Prudestial
or Scoltish Lifo

As a basse-rate taxpayer, he
coubd contribute the equivalent
of 100 per cent of earnings each
year. For every £1,000 he wants
to save, b cun pay ER00 and Lhe
200 taog "uplift” will boost it to
£1,000. Downs advises lower risk |
imvestments such as corporate
bands, froed Interest and gilts

He could also investigaie
topping up his current UK
employer's pension and also
consider starting o ralny-dey
fund, checking for the best
savings-acocount rates on
WWW . Maneysupermurtel com

by aking actian,” expliing Downs, As |




