
CRITICAL ILLNESS COVER
HAVE YOU CHOSEN THE RIGHT COVER TO HELP EASE YOUR 
FINANCIAL PRESSURES?

You really need to find the right peace of mind when 
faced with the difficulty of dealing with a critical illness. 
Critical illness cover is a long-term insurance policy 
designed to pay you a tax-free lump sum on the diagnosis 
of certain specified life-threatening or debilitating (but 
not necessarily fatal) conditions, such as a heart attack, 
stroke, certain types/stages of cancer and multiple 
sclerosis. A more comprehensive policy will cover 
many more serious conditions, including loss of sight, 
permanent loss of hearing and a total and permanent 
disability that stops you from working. Some policies also 
provide cover against the loss of limbs.

Protection when you may need it most
It’s almost impossible to predict certain events that may 
occur within our lives, so taking out critical illness cover for 
you and your family, or if you run a business or company, 
offers protection when you may need it more than anything 
else. But not all conditions are necessarily covered, 
which is why you should always obtain professional 
advice. In May 2003, insurers adopted new rules set 
by the Association of British Insurers that tightened the 
conditions under which you could claim on critical illness 
insurance policies.

If you are single with no dependants, critical illness cover 
can be used to pay off your mortgage, which means that 
you would have fewer bills or a lump sum to use if you 
became very unwell. And if you are part of a couple, it 
can provide much-needed financial support at a time of 
emotional stress.

Illnesses covered
The illnesses covered are specified in the policy along 
with any exclusions and limitations, which may differ 
between insurers. Critical illness policies usually only pay 
out once, so are not a replacement for income. Some 
policies offer combined life and critical illness cover. 
These pay out if you are diagnosed with a critical illness, 
or you die, whichever happens first. 

If you already have an existing critical illness policy, you 
might find that by replacing a policy you would lose 
some of the benefits if you have developed any illnesses 
since you took out the first policy. It is important to seek 
professional advice before considering replacing or 
switching your policy, as pre-existing conditions may not 
be covered under a new policy. 

Lifestyle changes
Some policies allow you to increase your cover, 
particularly after lifestyle changes such as marriage, 
moving home or having children. If you cannot increase 
the cover under your existing policy, you could consider 
taking out a new policy just to ‘top up’ your existing cover. 

A policy will provide cover only for conditions defined in 
the policy document. For a condition to be covered, your 
condition must meet the policy definition exactly. This 
can mean that some conditions, such as some forms of 
cancer, won’t be covered if deemed insufficiently severe. 
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Similarly, some conditions will not be covered if you suffer 
from them after reaching a certain age, for example, many 
policies will not cover Alzheimer’s disease if diagnosed 
after the age of 60. 

Survival period
Very few policies will pay out as soon as you receive 
diagnosis of any of the conditions listed in the policy 
and most pay out only after a ‘survival period’, which is 
typically 28 days. This means that if you die within 28 days 
of meeting the definition of the critical illness given in the 
policy, the cover would not pay out. 

How much you pay for critical illness cover will depend on 
a range of factors including what sort of policy you have 
chosen, your age, the amount you want the policy to pay 
out and whether or not you smoke.

Permanent total disability is usually included in the 
policy. Some insurers define ‘permanent total disability’ 
as being unable to work as you normally would as a 
result of sickness, while others see it as being unable to 
independently perform three or more ‘Activities of Daily 
Living’ as a result of sickness or accident.

Activities of daily living include:
n Bathing
n Dressing and undressing
n Eating
n Transferring from bed to chair and back again

The good news is that medical advances mean more 
people than ever are surviving conditions that might 
have killed earlier generations. Critical illness cover can 
provide cash to allow you to pursue a less stressful 
lifestyle while you recover from illness, or you can use it 
for any other purpose. Don’t leave it to chance – make 
sure you’re fully covered.

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique needs and circumstances, so that 
we can provide them with the most suitable protection 
solutions in the most cost-effective way. If you would 
like to discuss the range of protection services we offer, 
please contact us for further information.

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.
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INCOME PROTECTION 
INSURANCE
HOW WOULD YOU PAY THE BILLS IF YOU WERE SICK OR 
INJURED AND COULDN’T WORK?

Protecting your income should be taken very seriously, 
given the limited government support available. How 
would you pay the bills if you were sick or injured and 
couldn’t work? Income protection insurance, formerly 
known as ‘permanent health insurance’, is a financial 
safety net designed to help protect you, your family and 
your lifestyle in the event that you cannot work and cope 
financially due to an illness or accidental injury preventing 
you from working. Most of us need to work to pay the bills.

A struggle financially
Without a regular income, you may find it a struggle 
financially, even if you were ill for only a short period, and 
you could end up using your savings to pay the bills. In 
the event that you suffered from a serious illness, medical 
condition or accident, you could even find that you 
are never able to return to work. Few of us could cope 
financially if we were off work for more than six to nine 
months. Income protection insurance provides a tax-free 
monthly income for as long as required, up to retirement 
age, should you be unable to work due to long-term 
sickness or injury.

Statutory sick pay
By law, your employer must pay most employees 
statutory sick pay for up to 28 weeks. This will almost 
certainly be a lot less than your full earnings. Few 
employers pay for longer periods. If you find yourself 
in a situation where you are unable to return to work, 
your employer could even stop paying you altogether 
and terminate your employment. After that, you would 
probably have to rely on state benefits. Some employers 
arrange group income protection insurance for their 
employees, which can pay out an income after the 
statutory sick period. 

Income protection insurance aims to put you back to 
the position you were in before you were unable to 
work. It does not allow you to make a profit out of your 
misfortune. So the maximum amount of income you can 
replace through insurance is broadly the after-tax earnings 
you have lost, less an adjustment for state benefits you 
can claim. This is usually translated into a maximum of 
50 per cent to 65 per cent of your before-tax earnings.

Self-employed
If you are self-employed, then no work is also likely to 
mean no income. However, depending on what you do, 
you may have income coming in from earlier work, even 
if you are ill for several months. The self-employed can 
take out individual policies rather than business ones, 
but you need to ascertain on what basis the insurer will 
pay out. A typical basis for payment is your pre-tax share 
of the gross profit, after deduction of trading expenses, 
in the 12 months immediately prior to the date of your 
incapacity. Some policies operate an average over the last 
three years, as they understand that self-employed people 
often have a fluctuating income.

Cost of cover
The cost of your cover will depend on your gender, 
occupation, age, state of health and whether or not you 
smoke. The ‘occupation class’ is used by insurers to 
decide whether a policyholder is able to return to work. 
If a policy will pay out only if a policyholder is unable 
to work in ‘any occupation’, it might not pay benefits 
for long – or indeed at all. The most comprehensive 
definitions are ‘Own Occupation’ or ‘Suited Occupation’. 
‘Own Occupation’ means you can make a claim if you are 
unable to perform your own job; however, being covered 
under ‘Any Occupation’ means that you have to be unable 
to perform any job, with equivalent earnings to the job you 
were doing before not taken into account.
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Choosing your cover
You can also usually choose for your cover to remain 
the same (level cover) or increase in line with inflation 
(inflation-linked cover):

Level cover - with this cover, if you made a claim the 
monthly income would be fixed at the start of your plan 
and does not change in the future. You should remember 
that this means, if inflation eventually starts to rise, that 
the buying power of your monthly income payments may 
be reduced over time.

Inflation-linked cover - with this cover, if you made a 
claim the monthly income would go up in line with the 
Retail Prices Index (RPI).

Taking out your cover
When you take out cover, you usually have the choice of:

Guaranteed premiums - the premiums remain the same 
all the way throughout the term of your plan. If you have 
chosen inflation-linked cover, your premiums and cover 
will automatically go up each year in line with RPI.

Reviewable premiums - this means the premiums you 
pay can increase or decrease in the future. The premiums 
will not typically increase or decrease for the first five 
years of your plan but they may do so at any time after 
that. If your premiums do go up, or down, they will not 
change again for the next 12 months.

Making a claim
How long you have to wait after making a claim will 
depend on the waiting period. You can usually choose 
from between 1, 2, 3, 6, 12 or 24 months. The longer the 
waiting period you choose, the lower the premium for 
your cover will be, but you’ll have to wait longer after you 
become unable to work before the payments from the 
policy are paid to you. Premiums must be paid for the 
entire term of the plan, including the waiting period.

Depending on your circumstances, it is possible that the 
payments from the plan may affect any state benefits due 
to you. This will depend on your individual situation and 
what state benefits you are claiming or intending to claim. If 
you are unsure whether any state benefits you are receiving 
will be affected, you should seek professional advice.

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique needs and circumstances, so that 
we can provide them with the most suitable protection 
solutions in the most cost-effective way. If you would 
like to discuss the range of protection services we offer, 
please contact us for further information.

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 
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IS YOUR FAMILY 
PROTECTED FINANCIALLY?
THE COST OF BRINGING UP A CHILD UNTIL THEY REACH THE 
AGE OF 21 HAS HIT AN ALL-TIME HIGH 

Having children has never been more expensive, with the 
cost of bringing up a child until they are 21 at an all-time 
high of £222,458. This is more than £4,000 up on 2012 
and £82,000 (58 per cent) more than ten years ago, when 
the first annual Cost of a Child Report [1] from protection 
provider LV= was published.

Biggest expenditure for parents
Education and childcare remain the biggest expenditure 
for parents. The cost of education* (including uniforms, 
after-school clubs and university costs) has increased 
from £32,593 to £72,832 per child in the last ten years – a 
124 per cent increase. Childcare costs are also up from 
£39,613 in 2003 to £63,738 today – a 61 per cent increase.

From birth to age 21, parents spend an average of 
£19,270 on food and £16,195 on holidays – which now 
cost 4 per cent more than last year. In fact, in the last 
decade, costs have risen in all areas of expenditure apart 
from clothing, which has seen a 5 per cent drop.

Looking after the pennies
Mums and dads all over Britain are tightening their purse 
strings, with more than three-quarters of parents 
(76 per cent) forced to make cutbacks to make ends 
meet. While many are reining in spending on luxuries 
such as holidays (45 per cent), more than a quarter are 
also cutting back how much they spend on essentials 
such as food (27 per cent).

Of those parents who are cutting back, 68 per cent have 
switched to buying cheaper or value goods. Vouchers and 
discount codes are also popular, with 56 per cent of these 
parents using them to save on shopping bills. Many are 
also trying to boost their income, with 40 per cent selling 
personal items online or at car boot sales.

Pushing parents’ finances to the limit
The cost of raising a child continues to soar and is now at 
a ten-year high. Everyone wants the best for their children, 
but the rising cost of living is pushing parents’ finances to 
the limit. There seems to be no sign of this trend reversing. 
If the costs associated with bringing up children continue 
to rise at the same pace, parents could face a bill of over 
£350,000 in ten years’ time [2].

Over the last ten years, London (£239,123), the South 
East (£237,233) and the East of England (£233,363) 
have remained the three most expensive places to raise 
children. Ten years ago this was closely followed by Wales, 
whereas now it is Northern Ireland (£232,883).

Families in the South West have seen the biggest hike in 
costs, now paying £100,077 more per child than they were 
ten years ago.

Keeping up with the latest 
technological advances
Forget dolls and train sets. Today’s children want 
the same toys as their parents, and the popularity of 
smartphones, tablets and laptops is adding to the 
expense of raising a child.

Many parents feel under pressure to keep up with the 
latest technological advances – even for children as young 
as three years old. Almost a third (28 per cent) of parents 
have bought their child an electronic gadget in the last 
12 months, with more than a fifth (18 per cent) paying out 
for a laptop or tablet. The average yearly amount parents 
spend on these gadgets for their child is £302.
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Protecting the family’s financial future
Many families are responding to financial pressures by 
saving less and spending less. Two-fifths (40 per cent) of 
parents have reduced the amount they are putting towards 
savings and a further 26 per cent (up from 22 per cent last 
year) have cancelled or reviewed insurance policies to try 
to save money.

Almost half (47 per cent) of parents have no life cover, 
income protection or critical illness cover in place. While 
36 per cent of parents do have life cover, only 11 per cent 
have critical illness cover and a meagre 6 per cent have 
income protection.

Catastrophic implications on the 
family’s finances
The cost of raising a child won’t always be the first thing 
parents think about when deciding to have a family, and 
regardless of the cost, people wouldn’t change having 
children for the world. But parents considering cancelling 
insurance such as life cover or income protection as a way 
of saving money need to think long-term. It could have 
catastrophic implications on the family’s finances if either 
parent became unable to work or was no longer around.

The cost of raising a child has increased rapidly over 
the last decade and looks set to continue rising. It is 
imperative that parents make sure they financially protect 
themselves and their family and seek professional financial 
advice to talk about what best suits their needs.

Time to review your family protection?
Protection insurance often costs less than people think, 
and whether to take out cover is one of the most important 
financial decisions people will ever make. To discuss or 
review your current requirements please contact us – don’t 
leave it to chance. 

Source
[1] The ‘cost of a child’ calculations, from birth to 21 years, 
have been compiled by the Centre for Economics and 
Business Research (CEBR) on behalf of LV= in December 
2012 and are based on the cost for the 21-year period to 
December 2012. 
The report also includes omnibus research conducted for 
LV= by Opinium Research from 11-13 December 2012. 
The total sample size was 2,013 UK adults. Results have 
been weighted to nationally representative criteria. 

[2] If the cost of raising a child continued at the same pace 
as the last ten years (58 per cent increase), in 2023 the 
cost would be £351,483. 

* Does not include private school fees. 

Parents who send their children to private school can add 
£106,428 for a child at day school, and £195,745 for a 
child who boards, to the overall cost of raising a child.

This is for your general information and use only and is not intended 
to address your particular requirements. It should not be relied 

upon in its entirety and shall not be deemed to be, or constitute, 
advice. Although endeavours have been made to provide accurate 

and timely information, Goldmine Media cannot guarantee that 
such information is accurate as of the date it is received or that it 

will continue to be accurate in the future. No individual or company 
should act upon such information without receiving appropriate 

professional advice after a thorough examination of their particular 
situation. We cannot accept responsibility for any loss as a result 
of acts or omissions taken in respect of any articles. Thresholds, 
percentage rates and tax legislation may change in subsequent 

Finance Acts.
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MAKING A WILL
DON’T ADD TO THE EMOTIONAL STRAIN ON YOUR FAMILY, 
FRIENDS AND LOVED ONES

It’s easy to put off making a will. But if you die without 
one, your assets may be distributed according to the law 
rather than your wishes. This could mean that your spouse 
receives less, or that the money goes to family members 
who may not need it.

If you and your spouse or registered civil partner owns 
your home as joint tenants, then the surviving spouse or 
civil partner automatically inherits all of the property.

Planning your finances in advance 
If you are tenants in common you each own a proportion 
(normally half) of the property and can pass that half on 
as you want. Planning your finances in advance should 
help you ensure that when you die everything you own 
goes where you want it to. Making a will is the first step in 
ensuring that your estate is shared out exactly as you want 
it to be.

If you don’t make a will, there are rules for sharing out your 
estate called the Law of Intestacy, which could mean your 
money going to family members who may not need it, or 
your unmarried partner or a partner with whom you are not 
in a registered civil partnership receiving nothing at all.

If you leave everything to your spouse or registered civil 
partner there’ll be no Inheritance Tax to pay because they 
are classed as an exempt beneficiary. Or you may decide 
to use your tax-free allowance to give some of your estate 
to someone else or to a family trust.

Reasons to make a will
A will sets out who is to benefit from your property and 
possessions (your estate) after your death. There are many 
good reasons to make a will:

n  you can decide how your assets are shared – if you  
 don’t have a will, the law says who gets what 
n  if you’re an unmarried couple (whether or not it’s a  
 same-sex relationship), you can make sure your partner  
 is provided for 
n  if you’re divorced, you can decide whether to leave  
 anything to your former partner 
n  you can make sure you don’t pay more Inheritance Tax  
 than necessary 

Before you write your will, it’s a good idea to think about 
what you want included in it. You should consider:

n  how much money and what property and possessions  
 you have 
n  who you want to benefit from your will 
n  who should look after any children under 18 years 
 of age 
n  who is going to sort out your estate and carry out your  
 wishes after your death (your ‘executor’) 

Passing on your estate
An executor is the person responsible for passing on your 
estate. You can appoint an executor by naming them in 
your will. The courts can also appoint other people to be 
responsible for doing this job. Once you’ve made your 
will, it is important to keep it in a safe place and tell your 
executor, close friend or relative where it is. 

Creating a will can be seen as a difficult and 
uncomfortable thing to do. The modern family can be 
complicated, we’re all rushed off our feet and we don’t 
really like to think about death. But the reality is if you were 
to die without a will the emotional strain on your family, 
friends and loved ones could far outweigh the time and 
money spent in sorting out your will in advance.
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It is advisable to review your will every five years and after 
any major change in your life, such as getting separated, 
married or divorced, having a child or moving house. Any 
change must be by codicil (an addition, amendment or 
supplement to a will) or by making a new will. Scottish law 
on inheritance differs from English law. 

Can we help?
Benjamin Franklin once said that ‘nothing is certain 
but death and taxes’ – and they are intrinsically linked. 
Obtaining the right professional financial advice can have 
lasting consequences for you and your family. To discuss 
how we could help you, please contact us.

This is for your general information and use only and is not intended 
to address your particular requirements. It should not be relied 

upon in its entirety and shall not be deemed to be, or constitute, 
advice. Although endeavours have been made to provide accurate 

and timely information, Goldmine Media cannot guarantee that 
such information is accurate as of the date it is received or that it 
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WEALTH PROTECTION
WILL YOUR LEGACY INVOLVE JUST LEAVING A LARGE INHERITANCE 
TAX BILL FOR YOUR LOVED ONES?

In order to protect family and loved ones, it is essential to 
have provisions in place after you’re gone. The easiest way 
to prevent unnecessary tax payments such as Inheritance 
Tax is to organise your tax affairs by obtaining professional 
advice and having a valid will in place to ensure that your 
legacy does not involve just leaving a large Inheritance Tax 
bill for your loved ones.

Saving your beneficiaries thousands 
of pounds
Effective Inheritance Tax planning could save your 
beneficiaries thousands of pounds, maybe even hundreds 
of thousands depending on the size of your estate. At its 
simplest, Inheritance Tax is the tax payable on your estate 
when you die if the value of your estate exceeds a certain 
amount. It’s also sometimes payable on assets you may 
have given away during your lifetime, including property, 
possessions, money and investments.

Inheritance Tax is currently paid on amounts above 
£325,000 (£650,000 for married couples and registered 
civil partnerships) for the current 2013/14 tax year, at a rate 
of 40 per cent. If the value of your estate, including your 
home and certain gifts made in the previous seven years, 
exceeds the Inheritance Tax threshold, tax will be due on 
the balance at 40 per cent.

Leaving a substantial tax liability 
Without proper planning, many people could end 
up leaving a substantial tax liability on their death, 
considerably reducing the value of the estate passing to 
their chosen beneficiaries.

Your estate includes everything owned in your name, 
the share of anything owned jointly, gifts from which you 
keep back some benefit (such as a home given to a son 
or daughter but in which you still live) and assets held in 
some trusts from which you receive an income. 

Against this total value is set everything that you owed, 
such as any outstanding mortgages or loans, unpaid bills 
and costs incurred during your lifetime for which bills have 
not been received, as well as funeral expenses. 

Any amount of money given away outright to an individual 
is not counted for tax if the person making the gift survives 
for seven years. These gifts are called ‘potentially exempt 
transfers’ and are useful for tax planning. 

Potentially exempt transfers
Money put into a ‘bare’ trust (a trust where the beneficiary 
is entitled to the trust fund at age 18) counts as a 
potentially exempt transfer, so it is possible to put money 
into a trust to prevent grandchildren, for example, from 
having access to it until they are 18. 

However, gifts to most other types of trust will be treated 
as chargeable lifetime transfers. Chargeable lifetime 
transfers up to the threshold are not subject to tax but 
amounts over this are taxed at 20 per cent, with a further 
20 per cent payable if the person making the gift dies 
within seven years. 

Some cash gifts are exempt from tax regardless of the 
seven-year rule. Regular gifts from after-tax income, such 
as a monthly payment to a family member, are also exempt 
as long as you still have sufficient income to maintain your 
standard of living. 

Combined tax threshold
Any gifts between husbands and wives, or registered civil 
partners, are exempt from Inheritance Tax whether they 
were made while both partners were still alive or left to the 
survivor on the death of the first. Tax will be due eventually 
when the surviving spouse or civil partner dies if the value 
of their estate is more than the combined tax threshold, 
currently £650,000. 
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If gifts are made that affect the liability to Inheritance Tax 
and the giver dies less than seven years later, a special 
relief known as ‘taper relief’ may be available. The relief 
reduces the amount of tax payable on a gift. 

How much tax should be paid?
In most cases, Inheritance Tax must be paid within six 
months from the end of the month in which the death 
occurs. If not, interest is charged on the unpaid amount. 
Tax on some assets, including land and buildings, can be 
deferred and paid in instalments over ten years. However, 
if the asset is sold before all the instalments have 
been paid, the outstanding amount must be paid. The 
Inheritance Tax threshold in force at the time of death is 
used to calculate how much tax should be paid.

Inheritance Tax can be a complicated area with a variety 
of solutions available and, without proper tax planning, 
many people could end up leaving a huge tax liability on 
their death, considerably reducing the value of the estate 
passing to chosen beneficiaries. So without Inheritance 
Tax planning, your family could be faced with a large tax 
liability when you die. To ensure that your family benefits 
rather than the government, it pays to plan ahead. As with 
most financial planning, early consideration and planning 
is essential.

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique needs and circumstances, so that we 
can provide them with the most suitable wealth protection 
solutions in the most cost-effective way. If you would like 
to discuss the range of services we offer, please contact 
us for further information.

This is for your general information and use only and is not intended 
to address your particular requirements. It should not be relied 

upon in its entirety and shall not be deemed to be, or constitute, 
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ESTATE PLANNING
WILL YOU PASS ON YOUR WEALTH IN A TAX-EFFICIENT MANNER?

Inheritance Tax (IHT) is an issue affecting increasing 
numbers of households across the country. Changes 
introduced in the pre-Budget report in October 2007 now 
make it possible for couples and registered civil partners 
to combine their individual IHT allowances, so that it is 
easier for them to protect their families’ inheritance.

IHT is currently payable at 40 per cent on any amount over 
£325,000 – the nil rate band (tax year 2013/14). The nil rate 
band is the term used to describe the value an estate can 
have before it is taxed (£650,000 for married couples). So 
if you have an estate worth £500,000, £175,000 is taxed at 
40 per cent, meaning the IHT bill would be £70,000.

Estate planning tool
Trusts are a well-established and useful tool in estate 
planning. A trust allows someone (the settlor) to make a 
gift of assets, without completely losing control of those 
assets, by placing them with a third-party (the trustees) to 
administer on behalf of the trust beneficiaries.

The value of a trust in IHT planning is that it enables you 
to reduce the wealth on which your beneficiaries will pay 
IHT without making a valuable outright gift – something 
you might be reluctant to do if the potential recipients are 
quite young or might take an irresponsible approach to a 
substantial sum of money, for example.

Passing on wealth
The trust allows wealth to be passed on in a tax-efficient 
manner under the control of the trustees, who can include 
the settlor. There are different types of trust. Some give the 
trustees very little discretion, but can be useful when the 
aim is to establish the future use of assets. For example, 
a Will trust could give a widow the right to certain income, 
with the capital passing to any children on her death.

Other trusts, known as discretionary trusts, allow the 
trustees to retain control of the assets under the terms of 

the trust, which set out when and what the beneficiaries 
receive. They can also allow the trustees to react to 
changes in the beneficiaries’ circumstances. Again, the 
settlor can be named as a trustee.

Bare (Absolute) trusts
With a bare trust you name the beneficiaries at the outset 
and these can’t be changed. The assets, both income and 
capital, are immediately owned and can be taken by the 
beneficiary at age 18 (16 in Scotland).

Interest in possession trusts
An interest in possession trust is one where the beneficiary 
of a trust has an immediate and automatic right to the 
income from the trust after expenses. The trustee (the 
person running the trust) must pass all of the income 
received, less any trustees’ expenses, to the beneficiary. 
The beneficiary who receives income (the ‘income 
beneficiary’) often doesn’t have any rights over the 
capital held in such a trust. The capital will normally pass 
to a different beneficiary or beneficiaries in the future. 
Depending on the terms of the trust, the trustees might 
have the power to pay capital to a beneficiary even though 
that beneficiary only has a right to receive income.

Discretionary trusts
Here the trustees decide what happens to the income 
and capital throughout the lifetime of the trust and how it 
is paid out. There is usually a wide range of beneficiaries 
but no specific beneficiary has the right to income from 
the trust.

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique needs and circumstances, so that we 
can provide them with the most suitable wealth protection 
solutions in the most cost-effective way. If you would like 
to discuss the range of services we offer, please contact 
us for further information.

This is for your general information and use only and is not intended to address your particular requirements. It should not be relied upon in its entirety and shall not be 
deemed to be, or constitute, advice. Although endeavours have been made to provide accurate and timely information, Goldmine Media cannot guarantee that such 

information is accurate as of the date it is received or that it will continue to be accurate in the future. No individual or company should act upon such information 
without receiving appropriate professional advice after a thorough examination of their particular situation. We cannot accept responsibility for any loss as a result of 

acts or omissions taken in respect of any articles. Thresholds, percentage rates and tax legislation may change in subsequent Finance Acts.
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BUSINESS PROTECTION
HAVE YOU OVERLOOKED YOUR MOST IMPORTANT ASSETS, 
THE PEOPLE WHO DRIVE YOUR BUSINESS?

Every business has key people who are driving it forward. 
Many businesses recognise the need to insure their 
company property, equipment and fixed assets. However, 
they continually overlook their most important assets, the 
people who drive the business – a key employee, director 
or shareholder. 

Key person insurance is designed to compensate a 
business for the financial loss brought about by the death 
or critical illness of a key employee, such as a company 
director. It can provide a valuable cash injection to the 
business to aid a potential loss of turnover and provide 
funds to replace the key person.
 
Share and partnership protection provides an agreement 
between shareholding directors or partners in a business, 
supported by life assurance to ensure that there are 
sufficient funds for the survivor to purchase the shares. 
It is designed to ensure that the control of the business 
is retained by the remaining partners or directors but the 
value of the deceased’s interest in the business is passed 
to their chosen beneficiaries in the most tax-efficient 
manner possible.

If a shareholding director or partner were to die, the 
implications for your business could be very serious indeed. 
Not only would you lose their experience and expertise, but 
consider, too, what might happen to their shares.

The shares might pass to someone who has no 
knowledge or interest in your business. Or you may 
discover that you can’t afford to buy the shareholding. 
It’s even possible that the person to whom the shares are 

passed then becomes a majority shareholder and so is in 
a position to sell the company.

The shareholding directors or partners in a business 
enter into an agreement that does not create a legally 
binding obligation on either party to buy or sell the shares 
but rather gives both parties an option to buy or sell, 
i.e. the survivor has the option to buy the shares of the 
deceased shareholder and the executors of the deceased 
shareholder have the option to sell those shares. 

In either case it is the exercise of the option that creates a 
binding contract; there is no binding contract beforehand. 
This type of agreement is generally called a ‘cross-option’ 
agreement or a ‘double option’ agreement.

These are essential areas for partnerships or directors of 
private limited companies to explore.

Different forms of protection
Key person insurance - compensates your business up 
to a pre-agreed limit for the loss or unavoidable absence 
of crucial personnel, including the owner-manager. It is 
especially appropriate if your business depends on a 
few employees.

Critical illness cover - pays a sum of money to specific 
employees or the business owner in the event of a serious 
illness, such as a heart attack or stroke.

Income protection insurance - protects individuals by 
paying their salaries while they’re unable to work.

Key person 
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Private health insurance - funds private healthcare for 
specific employees. As well as being an extra benefit of 
employment, it could help them to return to work more 
quickly after an illness by paying for rehabilitation treatment.

Contact us for further information
As part of our service we also take the time to understand 
our business clients’ unique needs and circumstances, so 
that we can provide them with the most suitable corporate 
protection solutions in the most cost-effective way. If 
you would like to discuss the range of services we offer, 
please contact us for further information.

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.
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ACHIEVING FINANCIAL 
SECURITY AND INDEPENDENCE
GETTING THE RIGHT FINANCIAL ADVICE CAN BE THE DIFFERENCE 
BETWEEN ACHIEVING YOUR GOALS OR NOT

Whether you are a saver or an investor, the credit crunch 
and economic downturn means that you are likely to be 
more aware of the types of solutions that are going to 
work best for you and want to know more about them. 
A trip into the world of investments, however, can be a 
bewildering experience. There are OEICs, unit trusts, 
ISAs, structured products, with-profits bonds and much 
more besides.

Figuring out what all these different terms mean and what 
investments might be appropriate for your circumstances 
is not an impossible task – provided you have the grit 
and determination needed to spend the hours doing the 
necessary research, sifting through the literally thousands 
of choices available to you.

An increasing number of people are recognising that 
the best way to plan for their financial future is to obtain 
professional financial advice.

Planning for the future
While many consumers are more financially sophisticated 
than they used to be and the internet has made 
researching products much easier, a professional 
financial adviser will start from a very different place. 
Rather than trying to find the best financial product, it 
is incumbent upon us to do what is best for our clients 
– so we start with a thorough review of your current 
investments and requirements.

Once the initial strategies are in place, it’s important that 
our clients review their position regularly. You should 
review your financial situation at least every 12 months, 
and investments should be reviewed at every valuation, 
which should be at least every six months.

Typically, if you have a young family you will initially want 
to provide protection for them. Then, as you grow older 
and wealthier, the emphasis might shift to ensuring that 
you have provided for your retirement and inheritance.

Even with the best long-term planning, there can be 
shocks and surprises along the way, as the global 
financial crisis so clearly illustrated. It’s during times such 
as these that obtaining professional financial advice can 
be worth its weight in gold. 

Investment bubbles
Research into behavioural finance – the study of how 
human behaviour affects investment decisions and market 
performance – shows, for example, that investment 
bubbles have both a rational and irrational side to them.

In a risky and uncertain world, we are always looking for 
the safe option. For example, a crowd will tend to run 
away from danger rather than run towards it, so following 
the crowd is usually the best course of action if you want 
to survive. Once the initial strategies are in place, you 
should review your position regularly.
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Having access to a professional adviser, who can 
frequently review your portfolio and make sure that it 
meets all your investment objectives, should help you 
avoid any investment mistakes. An adviser will also help 
you avoid another frequent investment pitfall – putting all 
your eggs in one basket.

The risks involved in investing can never be understated, 
particularly in light of recent years. Determining your 
attitude towards risk is an essential part of the process of 
shaping your investment portfolio. 

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique needs and circumstances, so that we 
can provide them with the most suitable solutions in the 
most cost-effective way. If you would like to discuss your 
situation, please contact us for further information.

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.
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INVESTMENT DIVERSIFICATION
PROTECTING YOUR MONEY FROM ADVERSE MARKET CONDITIONS

Today’s markets are as uncertain as ever. But there is 
one certainty – the future is coming. It may no longer 
be enough to simply preserve what you have today; 
you also have to build what you will need for tomorrow. 
When deciding whether to invest, it is important that any 
investment vehicle matches your feelings and preferences 
in relation to investment risk and return.

Recent market volatility has left investors feeling uncertain 
and many have stepped away from investing in the stock 
markets. But not all stocks and shares are the same. For 
those seeking long-term total returns, there still are some 
high quality companies – at attractive prices – offering the 
potential to grow wealth over time. 

Long-range financial goals
Diversification is a term that can be summed up with 
this phrase: “Don’t put all your eggs in one basket.” 
Diversification is a technique that reduces risk by 
allocating investments among various financial 
instruments, industries and other categories. It aims to 
maximise return by investing in different areas that would 
each react differently to the same event. Diversification 
is the most important component of reaching long-range 
financial goals while minimising risk.

Hence your asset allocation needs to be commensurate 
with your attitude to risk. Another key question to ask 
yourself is: ‘How comfortable would I be facing a short-
term loss in order to have the opportunity to make long-
term gains?’ If your answer is that you are not prepared 
to take any risk whatsoever, then investing in the stock 
market is not for you. 

Varying trading fortunes
However, if you are going to invest, you need to be 
prepared to take some calculated risk in the hope of 
greater reward. Risk is an implicit aspect to investing, 
shares can fall, economic conditions can change and 
companies can experience varying trading fortunes. 

The process of deciding what proportion of your 
investment portfolio should be invested in the different 
types of investment is called ‘asset allocation’.

Asset classes
The various asset classes come with different levels of risk 
(volatility of returns) and thus deliver different expected 
returns over the medium- to long-term. But, no one asset 
class always performs best over an investment period. 
Asset classes include equities (shares), fixed-interest 
assets (such as bonds), property, cash and alternative 
assets (such as private equity).

Equities
The risks related to investing in equities can be reduced 
if you invest through an equity fund. A fund manager 
selects a range of equities so you are less reliant on the 
performance of any one company.

It also means that you don’t have to choose the right 
companies to invest in yourself, but can rely on the 
knowledge and experience of the fund manager to choose 
companies which they feel will perform the best.

Most equity funds come into one of the following categories:

Growth funds - these aim to achieve long-term capital 
growth. The fund manager selects companies which show 
the best potential for increasing their share price.

Income funds - these aim to generate an attractive 
income for investors. The fund manager will try to select 
companies that pay regular dividends. Their share prices 
tend to be less volatile than those of other companies.

Bonds
Bonds are loans issued by companies (corporate bonds) 
or by governments (gilts in the UK and treasury bonds in 
the US) in order to raise money. In effect they are IOUs 
that promise to pay your money back on a specified date 

Today’s markets 
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and pay a fixed rate of interest along the way.
On the whole, investing in bonds is seen as lower-risk 
than investing in equities. Gilts are very low-risk. It is 
considered unlikely that the UK Government will fail to pay 
back money owed to investors. But with corporate bonds 
there is a risk that the company may not be able to repay 
its loan or that it may default on its interest payments.

Cash
Cash accounts are considered the safest form of 
investment. Bank and building society accounts pay 
regular interest and give fairly easy access to your money. 
They’re a good place for money you may need in the 
short-term, but over the longer term they offer lower 
potential for growth than equities, bonds or property.

Additionally, your money could be eroded by the effects 
of inflation and tax. For example, if your account pays 
5 per cent but inflation is running at 2 per cent, you are 
only making 3 per cent in real terms. If your savings are 
taxed, that return will be reduced even further.

Cash funds use the pooled savings of many investors 
in order to benefit from higher interest rates that are not 
usually available to individual investors.

Under current legislation, you can invest in a cash fund 
as part of your annual ISA entitlement - for the tax year 
2013/2014 (6 April 2013 until 5 April 2014) you can save 
up to £5,760 in a Cash ISA.

Please note that unlike a deposit account, the value of the 
fund can go down as well as up. The value of tax savings 
and eligibility to invest in an ISA will depend on individual 
circumstances, and all tax rules may change in the future.

Property
Most people who have bought their own home will realise 
that property can be a good investment - house prices 
rose significantly in recent years, although this growth has 
stalled recently. Some people also chose to invest in other 
properties, such as buy-to-let flats and holiday homes.

Different characteristics for risk
These asset classes have different characteristics for 
risk. When you are young you may want to invest in 
assets with a higher potential for growth but greater risk, 
because you have the time to benefit from their long-term 
growth. As you get closer to retirement you may want to 
choose more conservative investments that are steadier in 
both risk and return.

There is a wide variety of different asset classes available 
to invest in and commensurate risks attached to each 
one. While these implicit risks cannot be avoided, they 
can be mitigated as part of the overall investment portfolio 
by diversifying.

If you put all of your eggs in one basket, you are more 
vulnerable to risk. Different investments behave in 
different ways and are subject to different risks. Saving 
your money in a range of assets helps reduce the loss, 
should one of your investments suffer a downturn.

A need to diversify
There is also a need to diversify within each type of 
investment. This is especially important in the case of 
share and bond investing, but can even be true of cash, 
where the risks are generally lowest. Putting all your 
money in one deposit account runs the risk that the 
interest paid on that account will change relative to other 
accounts. This could mean that the interest you receive is 
no longer as good as when you originally invested.

It is important to remember that all investments have a 
degree of risk. Even choosing not to invest is risky. The 
key is to get the right balance. Most people need a mix 
of assets in order to achieve their goals. The mix required 
depends upon individual needs.

By spreading your investments over a wide range of 
asset classes and different sectors, it is possible to avoid 
the risk that your portfolio becomes overly reliant on the 
performance of one particular asset. Key to diversification 
is selecting assets that behave in different ways. 
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Different ‘styles’ of investing
Some assets are said to be ‘negatively correlated’, for 
instance, bonds and property often behave in a contrarian 
way to equities by offering lower, but less volatile returns. 
This provides a ‘safety net’ by diversifying many of the 
risks associated with reliance upon one particular asset. 
It is also important to diversify across different ‘styles’ of 
investing, such as growth or value investing, as well as 
across different sizes of companies, different sectors and 
different geographic regions. 

Growth stocks are held as investors believe their value 
is likely to grow significantly over the long term, whereas 
value shares are held because they are regarded as being 
cheaper than the intrinsic worth of the companies in which 
they represent a stake. By mixing styles that can out- or 
under-perform under different economic conditions, the 
overall risk rating of the investment portfolio is reduced. 
Picking the right combination of these depends on your 
risk profile, so it’s essential to seek professional advice 
to ensure that your investment portfolio is commensurate 
with your attitude to investment risk. 

A ‘paper loss’
The important thing to remember with investments is that 
even if your investment goes down, you will only actually 
make a loss if you cash it in at that time. When you see 
your investment value fall, this is known as a ‘paper loss’ 
as it is not a real loss until you sell. If you are going to 
invest, you need to be prepared to take some risk and to 
see at least some fall in the value of your investment.

While all investments carry an element of risk, the amount 
of risk you take directly affects any potential returns and 
losses. Generally speaking, if there is less risk to your 
investment, your money will grow more slowly and with 
more risk your investment may fluctuate more.

Currency risk
You should also be aware of currency risk. Currencies, 
for example, sterling, euros, dollars and yen, move in 
relation to one another. If you are putting your money into 
investments in another country, then their value will move 
up and down in line with currency changes as well as the 
normal share-price movements.

Another consideration is the risk of inflation. Inflation 
means that you will need more money in the future to 
buy the same things as now. When investing, therefore, 
beating inflation is an important aim. Investing in cash 
may not beat inflation over the long term.

All financial investments involve an element of risk. The 
value of your investment and the income from it will vary 
and your initial investment amount cannot be guaranteed. 
Past performance is not a guide to future performance 
and should not be the sole factor of consideration when 
selecting a product.

We can help you make informed decisions about the 
investment choices that are right for you by assessing 
your life priorities, goals and attitude towards risk for 
return. Any number of changing circumstances could 
cause your wealth to diminish, some inevitable and 
some unpredictable – new taxes and legislation, volatile 
markets, inflation and changes in your personal life. 
Structuring your wealth in a way that minimises the 
impact of these changes is essential. To discuss your 
requirements, please contact us.
 

The fund value may fluctuate and can go down as well as up. You 
may not get back your original investment. Past performance is 

not an indication of future performance. Tax benefits may vary as a 
result of statutory change and their value will depend on individual 

circumstances. This is for your general information and use only 
and is not intended to address your particular requirements. It 

should not be relied upon in its entirety and shall not be deemed 
to be, or constitute, advice. Although endeavours have been 

made to provide accurate and timely information, Goldmine Media 
cannot guarantee that such information is accurate as of the date 

it is received or that it will continue to be accurate in the future. 
No individual or company should act upon such information 

without receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.
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FINANCIAL INDEPENDENCE
HAVE YOU LOST SIGHT OF YOUR INVESTMENT GOALS?

Planning for your future financial independence relies on 
selecting the right type of investments and balancing the 
risks you are comfortable with alongside the potential 
returns. Every investor is unique and complex, so when 
it comes to investments, a one-size-fits-all approach just 
doesn’t work – there isn’t a single investment strategy that 
will work for everyone. 

Whatever your investment objectives are for the long 
term, initially it is prudent to set aside short-term savings 
to meet any future emergencies. This should be held 
where you can access your money easily. Your investment 
goals and attitude to risk for return are personal and may 
change over time, particularly as you near retirement. 

Looking ahead
There are, of course, times in our lives when saving 
money may be difficult (for example, when studying or 
bringing up children) but it is important to look ahead. 
Saving little by little out of your income or investing lump 
sums when you can all helps. Holding savings for a long 
time means they can grow in value as well.

There are different types of risk involved with investing, 
so it’s important to find out what they are and think about 
how much risk you’re willing to take. It all depends on your 
attitude to risk (how much risk you are prepared to take) 
and what you are trying to achieve with your investments.

The questions you need to ask
n  How much can you afford to invest?
n  How long can you afford to be without the money  
 you’ve invested (most investment products should be  
 held for at least five years)?
n  What do you want your investment to provide – capital  
 growth (your original investment to increase), income  
 or both?
n  How much risk and what sort of risk are you prepared  
 to take?

n  Do you want to share costs and risks with other  
 investors (by using a pooled investment, for example)?
n  If you decide to invest using pooled investments,  
 consider which type would be most suitable for you.  
 The main differences between pooled investments are 
 the way they pay tax and the risks they involve   
 (especially investment trusts and with-profit funds).
n  What are the tax benefit implications, what tax will you  
 pay and can you reduce it?

Future planning
You may be looking for an investment to provide money 
for a specific purpose in the future. Alternatively, you 
might want an investment to provide extra income. So 
having decided that you are in a position to invest, the 
next thing to consider is: ‘What am I investing for?’ Your 
answer will help you to choose the most suitable type of 
investment for you. If you have a particular goal, you will 
need to think about how much you can afford and how 
long it might take you to achieve your goal. 

You may have a lump sum to invest that you would like 
to see grow or from which you wish to draw an income. 
Equally, you may decide to invest in instalments (for 
example, on a monthly basis) with a view to building up a 
lump sum.

Investment goals
Your investment goals should determine your investment 
plan, and the time question, ‘How long have I got before I 
need to spend the money?’ is crucial.

Generally, the longer it is before you need your money, 
the greater the amount of risk you are able to take in 
the expectation of greater reward. The value of shares 
goes up and down in the short-term and this can be very 
difficult to predict, but long-term they can be expected to 
deliver better returns. The same is true to a lesser extent 
of bonds. 

Whatever your 
investment 
objectives are for 
the long term, 
initially it is 
prudent to set 
aside short-term 
savings to meet 
any future
emergencies.



Broadly speaking, you can invest in shares for the long-
term, fixed interest securities for the medium-term and 
cash for the short-term.

The right mix of assets
As the length of time you have shortens, you can 
change your total risk by adjusting the ‘asset mix’ of 
your investments – for example, by gradually moving 
from share investments into bonds and cash. It is 
often possible to choose an option to ‘lifestyle’ your 
investments, which means that your mix of assets is risk-
adjusted to reflect your age and the time you have before 
you want to spend your money.

Income can be in the form of interest or share dividends. 
If you take and spend this income, your investments will 
grow more slowly than if you let it build up by reinvesting 
it. By not taking income you will earn interest on interest 
and the reinvested dividends should increase the size of 
your investment, which may then generate further growth. 
This is called ‘compounding’.

Contact us for further information
As part of our service we also take the time to 
understand our clients’ unique investment planning 
needs and circumstances, so that we can provide them 
with the most suitable solutions in the most cost-
effective way. If you would like to discuss the range of 
wealth creation services we offer, please contact us for 
further information.

The fund value may fluctuate and can go down as well as up. You 
may not get back your original investment. Past performance is 

not an indication of future performance. Tax benefits may vary as a 
result of statutory change and their value will depend on individual 

circumstances. This is for your general information and use only 
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should not be relied upon in its entirety and shall not be deemed 
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WEALTH CREATION
SHOULD YOU SPREAD YOUR CAPITAL ACROSS DIFFERENT INVESTMENT VEHICLES?

Having the right mix of investments may enable you 
to plan to keep your savings ahead of any inflationary 
concerns you may have. Spreading risk and getting a 
good mix of assets is known as ‘diversification’. This is a 
relatively simple concept: it means spreading your capital 
across different asset types rather than placing all your 
capital solely in one place.

Spreading risk
Diversification is an important factor for advisers and 
investors to consider. By spreading risk across different 
investment types, you reduce the chances of your entire 
investment capital being adversely affected by any 
sudden market movement in the sector that you happen 
to be invested in. 

Taking calculated risks is an important part of managing 
your money. Saving money in deposit-based accounts is 
usually the safest option; however, the real value of your 
savings can be considerably eroded over time by inflation. 
For most of us, savings alone may not deliver high enough 
returns to support our lifestyle in the future, for example, 
the next five to ten years, let alone in retirement.

Diversified approach
If you are willing to accept the added risk of investing 
in asset-backed investments, it is important that you 
consider a diversified approach. This means you spread 
your investments, and therefore your risk, among several 
asset classes. No investment is completely free of risk so 
the asset classes you choose and your relative exposure 
to each class must reflect your attitude to risk. You can 
build your own diversified portfolio by selecting your own 
investments, or you can entrust it to fund managers who 
will do it on your behalf.

When diversifying your portfolio, this will probably entail 
investing in a combination of UK equities, overseas 
equities, property, bonds and cash. Your relative 
weighting in each asset class will depend on your attitude 
to investment risk. You will also need balance within each 
asset class to ensure you do not overexpose yourself to 
one industry or currency. You’ll probably hold a basket 
of assets that behave differently in differing investment 
conditions. This can have a smoothing effect during 
volatile investment conditions, stabilising your overall 
investment return.

Collective investments
Investing direct into the markets may be too risky for 
some people which is why many investors choose to 
invest in collective investment funds, such as unit trusts 
and Open-Ended Investment Companies (OEICS), where 
you can pool your investment with others and spread your 
risk much wider.

You can also diversify within the geographical areas and 
asset types. This provides more scope to spread your 
portfolio across different-sized companies, from the big 
blue chips to smaller ones, and across managers with 
different investment styles. This enables you to reduce the 
impact on your investments from one region or sector, or 
from a particular manager.

Reduce your risk exposure
By diversifying your assets and classes of assets more 
widely you can actually effectively reduce your risk 
exposure, although even with a diversified portfolio the 
value of investments can go down as well as up.

Having the right 
mix of investments 
may enable you to 
plan to keep your 
savings ahead of 
any inflationary 
concerns you 
may have. 



It’s not always easy making decisions about how to invest 
your hard-earned money. There’s a lot to consider and it 
can be difficult to know where to start. We can provide 
the essential information you’ll need to enhance your 
understanding of investment and the products available, 
allowing you to make better choices.

Contact us for further information
As part of our service we also take the time to 
understand our clients’ unique investment planning 
needs and circumstances, so that we can provide them 
with the most suitable solutions in the most cost-
effective way. If you would like to discuss the range of 
wealth creation services we offer, please contact us for 
further information.

The fund value may fluctuate and can go down as well as up. You 
may not get back your original investment. Past performance is 

not an indication of future performance. Tax benefits may vary as a 
result of statutory change and their value will depend on individual 

circumstances. This is for your general information and use only 
and is not intended to address your particular requirements. It 

should not be relied upon in its entirety and shall not be deemed 
to be, or constitute, advice. Although endeavours have been 

made to provide accurate and timely information, Goldmine Media 
cannot guarantee that such information is accurate as of the date 

it is received or that it will continue to be accurate in the future. 
No individual or company should act upon such information 

without receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.
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INDIVIDUAL SAVINGS 
ACCOUNT (ISA)
HAVE YOU FULLY USED YOUR 2013/14 ISA ALLOWANCE?

In times like these, every penny counts. Interest rates 
are at historic lows and rising inflation can erode our 
buying power. But one way to mitigate these effects is to 
shield savings from tax by investing through an Individual 
Savings Account (ISA). 

A flexible ‘wrapper’
An ISA is not itself an investment – it’s a flexible ‘wrapper’ 
under which a wide range of investments can be made, 
and the proceeds free of capital gains or income tax. You 
can choose from two types of ISA – Stocks & Shares 
ISAs (shares, bonds or funds based on shares or bonds) 
and Cash ISAs. Stocks & Shares ISAs are also known as 
Equity ISAs.

Your questions answered
Here are answers to some of the most common questions 
we get asked about ISAs:

Q. What is an ISA?
A. ISAs began on 6 April 1999. With an ISA you are 
entitled to keep all that you receive from that investment 
and not pay any tax on it. You can save up to £11,520 in 
the current 2013/14 tax year. A tax year runs from 6 April 
to 5 April in the following year. The ISA scheme provides 
different ways of saving to meet people’s different needs. 
You can plan for the short term or put your money away 
for much longer. 

Q. What are the different types of ISA?
A. There are two types of ISA: Cash ISAs and Stocks & 
Shares ISAs. In each tax year you can put money, up to 
certain limits, into one of each. Cash ISAs may be suitable 
for short-term savings, so that you can get at your money 
easily. Stocks & Shares ISAs may be appropriate if you 
can afford to leave your money untouched for longer than, 
say, five years. 

Q. Can I have an ISA?
A. You have to be aged 16 or over to open a Cash ISA, or 
18 or over to open a Stocks & Shares ISA. You also have 
to be resident and ordinarily resident in the UK for tax 
purposes, or a Crown employee, such as a diplomat or 
a member of the armed forces, who is working overseas 
and paid by the government. The spouse, or civil partner, 
of one of these people can also open an ISA. You cannot 
hold an ISA jointly with, or on behalf of, anyone else.

Q. How many ISAs can I have?
A. There is a limit to the number of ISA accounts you 
can subscribe to each tax year. You can only put money 
into one Cash ISA and one Stocks & Shares ISA. But, in 
different years, you could choose to save with different 
managers. There are no limits on the number of different 
ISAs you can hold over time.

Q. How much can I put into ISAs?
A. In the tax year 2013/14, which ends on 5 April 2014, 
you can put in up to £11,520 into ISAs. Subject to this 
overall limit, you can put up to £5,760 into a Cash ISA and 
the remainder of the £11,520 into a Stocks & Shares ISA 
with either the same or another provider.

So, for example, you could put:

ISA option Total ISA investment allowed 
in the tax year 2013/14

£5,760 maximum in a
Cash ISA

£11,520 maximum in a Stocks 
and Shares ISA

No more than £5,760 in a 
Cash ISA and the balance in a 
Stocks and Shares ISA up to a 
combined total of £11,520

Cash ISA only

Stocks & Shares 
ISA only

Cash ISA and Stocks 
& Shares ISA

In times like these, 
every penny counts. 
Interest rates are 
at historic lows
and rising inflation 
can erode our 
buying power. 



Q. What are the tax benefits of an ISA?
A. You pay no tax on any of the income you receive 
from your ISA savings and investments. This includes 
dividends, interest and bonuses. UK dividend income 
has been taxed at source at the rate of 10 per cent and 
this cannot be reclaimed by anyone. You pay no tax on 
capital gains arising on your ISA investments (losses on 
ISA investments cannot be allowed for Capital Gains Tax 
purposes against capital gains outside your ISA). You can 
take your money out at any time without losing tax relief. 
You do not have to declare income and capital gains from 
ISA savings and investments or even tell your tax office 
that you have an ISA.

Q. Can I put money into an ISA for my child?
A. Junior ISAs are a popular way for family and friends 
to build up tax-efficient savings and investments to help 
with the cost of university, provide a deposit for a house 
or simply give children a start in life. Any child resident 
in the UK qualifies who wasn’t eligible for a Child Trust 
Fund (CTF):

n  Children born on or after 3 January 2011
n  Children (aged under 18) born on or before 31 
 August 2002
n  Children born on or between 1 September 2002  
 and 2 January 2011 who didn’t qualify for a Child Trust  
 Fund. Most children born between these dates did  
 qualify for a CTF

The current maximum allowance per child per tax year 
is £3,720. The account is held in the child’s name and 
a parent or guardian can open and manage the child’s 
account. Once a parent or guardian opens the account 

for their child, anyone, friend or family, is able to make 
a contribution up to the annual limit. No withdrawals are 
permitted until the child reaches the age of 18, at which 
point their account is automatically converted into an 
‘adult’ ISA giving them full access to their investments 
and savings.

Let us help you make the right 
ISA choice
This 2013/14 tax year you can shelter up to £11,520 from 
tax by investing in an ISA. To discuss how we could help 
you save tax and make more of your ISA investments, 
please contact us. 

Tax benefits may vary as a result of statutory change and their 
value will depend on individual circumstances. This is for your 

general information and use only and is not intended to address 
your particular requirements. It should not be relied upon in its 

entirety and shall not be deemed to be, or constitute, advice. 
Although endeavours have been made to provide accurate and 

timely information, Goldmine Media cannot guarantee that such 
information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No individual or company 
should act upon such information without receiving appropriate 

professional advice after a thorough examination of their 
particular situation. We cannot accept responsibility for any loss 
as a result of acts or omissions taken in respect of any articles. 
Thresholds, percentage rates and tax legislation may change in 

subsequent Finance Acts.

This 2013/14 tax 
year you can shelter 
up to £11,520 from 
tax by investing in 
an ISA.



REDUCING YOUR 
INVESTMENT RISK
DO YOU WANT TO CREATE A WIDER SPREAD FOR YOUR PORTFOLIO?

If you require your money to provide the potential for 
capital growth or income, or a combination of both, and 
provided you are willing to accept an element of risk, 
pooled investments could just be the solution you are 
looking for. A pooled investment allows you to invest in a 
large, professionally managed portfolio of assets with many 
other investors. As a result of this, the risk is reduced due 
to the wider spread of investments in the portfolio. 

Pooled investments are also sometimes called ‘collective 
investments’. The fund manager will choose a broad spread 
of instruments in which to invest, depending on their 
investment remit. The main asset classes available to invest 
in are shares, bonds, gilts, property and other specialist 
areas such as hedge funds or ‘guaranteed funds’.

Good return for investors
Most pooled investment funds are actively managed. The 
fund manager researches the market and buys and sells 
assets with the aim of providing a good return for investors. 

Trackers, on the other hand, are passively managed, 
aiming to track the market in which they are invested. 
For example, a FTSE100 tracker would aim to replicate 
the movement of the FTSE100 (the index of the largest 
100 UK companies). They might do this by buying the 
equivalent proportion of all the shares in the index. For 
technical reasons the return is rarely identical to the index, 
in particular because charges need to be deducted.
 
Trackers tend to have lower charges than actively 
managed funds. This is because a fund manager running 
an actively managed fund is paid to invest so as to do 
better than the index (beat the market) or to generate 
a steadier return for investors than tracking the index 

would achieve. However, active management does not 
guarantee that the fund will outperform the market or a 
tracker fund.

Unit trusts
Unit trusts are a collective investment that allows you 
to participate in a wider range of investments than can 
normally be achieved on your own with smaller sums 
of money. Pooling your money with others also reduces 
the risk. 

The unit trust fund is divided into units, each of which 
represents a tiny share of the overall portfolio. Each day 
the portfolio is valued, which determines the value of the 
units. When the portfolio value rises, the price of the units 
increases. When the portfolio value goes down, the price 
of the units falls. 

The unit trust is run by a fund manager, or a team of 
managers, who will make the investment decisions. They 
invest in stock markets all round the world and, for the 
more adventurous investor, there are funds investing in 
individual emerging markets, such as China, or in the so-
called BRIC economies (Brazil, Russia, India and China). 

Alternatively some funds invest in metals and natural 
resources, as well as many putting their money into 
bonds. Some offer a blend of equities, bonds, property 
and cash, and are known as balanced funds. If you wish 
to marry your profits with your principles you can also 
invest in an ethical fund. 

Some funds invest not in shares directly but in a number 
of other funds. These are known as multi-manager 
funds. Most fund managers use their own judgement to 

Pooled investments 
are also sometimes 
called ‘collective 
investments’. 



assemble a portfolio of shares for their funds. These are 
known as actively managed funds. 

However, a sizeable minority of funds simply aim to 
replicate a particular index, such as the FTSE all-share 
index. These are known as passive funds, or trackers. 

Open-ended investment companies
Open-ended investment companies (OEICs) are stock 
market-quoted collective investment schemes. Like unit 
trusts and investment trusts they invest in a variety of 
assets to generate a return for investors.
 
An OEIC, pronounced ‘oik’, is a pooled collective 
investment vehicle in company form. They may have 
an umbrella fund structure allowing for many sub-funds 
with different investment objectives. This means you can 
invest for income and growth in the same umbrella fund 
moving your money from one sub fund to another as your 
investment priorities or circumstances change. OEICs 
may also offer different share classes for the same fund.
 
By being ‘open ended’ OEICs can expand and contract in 
response to demand, just like unit trusts. The share price 
of an OEIC is the value of all the underlying investments 
divided by the number of shares in issue. As an open-
ended fund the fund gets bigger and more shares are 
created as more people invest. The fund shrinks and 
shares are cancelled as people withdraw their money.
 
You may invest into an OEIC through a stocks and shares 
Individual Savings Account (ISA). Each time you invest in 
an OEIC fund you will be allocated a number of shares. 
You can choose either income or accumulation shares, 
depending on whether you are looking for your investment 
to grow or to provide you with income, providing they are 
available for the fund you want to invest in.

Contact us for further information
As part of our service we also take the time to 
understand our clients’ unique investment planning 
needs and circumstances, so that we can provide them 
with the most suitable solutions in the most cost-
effective way. If you would like to discuss the range of 
wealth creation services we offer, please contact us for 
further information.

The fund value may fluctuate and can go down as well as up. You 
may not get back your original investment. Past performance is 

not an indication of future performance. Tax benefits may vary as a 
result of statutory change and their value will depend on individual 

circumstances. This is for your general information and use only 
and is not intended to address your particular requirements. It 

should not be relied upon in its entirety and shall not be deemed 
to be, or constitute, advice. Although endeavours have been 

made to provide accurate and timely information, Goldmine Media 
cannot guarantee that such information is accurate as of the date 

it is received or that it will continue to be accurate in the future. 
No individual or company should act upon such information 

without receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.

Most fund 
managers use 
their own
judgement to 
assemble a 
portfolio of shares 
for their funds. 
These are known 
as actively 
managed funds. 



 FACTSHEET PROTECTION

PRIVATE PERSONAL PENSIONS
TO AFFORD THE LIFESTYLE YOU WANT WHEN YOU RETIRE, YOU NEED TO DO SOMETHING 
ABOUT IT TODAY

It may be tempting to say, “But retirement is a long way 
off,” yet it’s never too early to start investing in order to 
protect your future. To afford the lifestyle you want when 
you retire, you need to do something about it today. You 
now have a much greater choice when it comes to how 
and when to take retirement benefits from pensions since 
the pension simplification rules were introduced. 

UK’s pension tax regime 
radical overhaul
On 6 April 2006 major changes were introduced to 
the structure of UK Pension schemes. These changes 
heralded probably the most radical overhaul of the UK’s 
Pension tax regime. The new simplified regime was largely 
a replacement of the past pension framework as opposed 
to the addition of another layer of legislation. 

The most important thing is to plan your retirement 
funding strategy in advance. Anyone investing in a 
pension should remember that whilst pensions are 
extremely tax-efficient, it’s important to regularly review 
where your money is invested. This becomes more 
important as you begin to approach retirement when your 
investment aims may gradually change from growing the 
value of your pension fund to protecting it.

A private personal or stakeholder pension scheme could 
be right for you if:

n  you want to save money for retirement in addition to  
 your occupational workplace pension 
n  you’re self-employed, so don’t have access to an  
 occupational workplace pension scheme
n  you aren’t working but can afford to pay into a pension 
n  your employer offers it as an occupational 
 workplace pension 

Personal and stakeholder pensions are ‘defined 
contribution’ private pensions that you arrange yourself. 
You contribute money into a pension fund which you 

use to buy a regular income when you retire. Sometimes 
employers set up group personal or stakeholder pensions 
for their employees.

Tax-efficient environment
Personal private pensions grow in a tax-efficient 
environment. You pay no capital gains tax on any growth 
and no further UK tax on any income the investments 
produce, and income from fixed-interest investments 
and deposit are received gross. UK investors under age 
75 can benefit from up to 45 per cent pension tax relief 
(2013/14 tax year). 

Annual allowance
The annual allowance (£50,000 in the 2013/14 tax year) 
caps the maximum contributions that can be made by 
anyone (yourself or your employer, for instance) into all 
your pensions in a tax year. This limit does not apply to 
consolidating pensions, but includes the value of benefits 
built up in final salary schemes.

Lifetime allowance
The lifetime allowance is the maximum amount of pension 
benefit you can build up over your life that is available for 
tax relief. If, when you take your pension benefits, these 
are worth more than the lifetime allowance there is a tax 
charge (the lifetime allowance charge) on the excess.
The lifetime allowance charge is a tax charge paid on 
any excess in the value of your pension benefits over 
the lifetime allowance limit. The rate depends on how 
this excess is paid to you. If the amount over the lifetime 
allowance is paid as:

n lump sum - the rate is 55 per cent
n taxable pension - the rate is 25 per cent

Carry forward 
If your total pension contributions for the tax year are 
more than the annual allowance you may still be able 
to claim tax relief as you can carry forward any unused 
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allowance from the previous three years to the current 
tax year. You will only have to pay tax on any amount 
of pension contributions in excess of the total of the 
annual allowance for the tax year, plus any unused annual 
allowance you carry forward. These carry forward rules 
are not being changed. The effect of this is that 
for 2014/15 you will be able to carry forward up to 
£50,000 unused allowances from each of the tax years 
2011/12 through to 2013/14.

When you can receive your pension
The earliest age you can receive a private personal or 
stakeholder pension is usually 55, depending on your 
arrangements with the pension provider or pension trust. 
You don’t have to be retired from work.

The 3 basic steps when arranging your retirement 
income are:

n decide when you want to retire
n decide how you want to be paid
n shop around for the best deal on a regular payment 
(buying an ‘annuity’)

Deciding when to retire
Generally, the older you are when you take your pension 
the higher the payments because your life expectancy 
is shorter.

Deciding how you want to be paid
When you’re close to retirement you have to decide how 
you want your pension to be paid. This will depend on the 
arrangements you have with your pension provider but 
usually you’ll have the option to take up to 25 per cent 
of your pension fund money as a tax-free lump sum and 
the rest as regular payments. These could be monthly, 
quarterly, half-yearly or annually. 

Make sure you really enjoy 
your retirement
You deserve a comfortable retirement where you don’t 
have to worry about getting by on a State Pension and 
other benefits. By acting now and putting in place your 
pension arrangements, or by reviewing your current 
pension provision, you’re making sure that you can really 
enjoy your retirement. Contact us to discuss how we 
could help you plan – don’t leave it to chance.

A pension is a long-term investment. The fund value may 
fluctuate and can go down as well as up. You may not get back 

your original investment. Past performance is not an indication of 
future performance. Tax benefits may vary as a result of statutory 
change and their value will depend on individual circumstances. 

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.
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you can receive a 
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pension is 
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SELF-INVESTED 
PERSONAL PENSIONS
WOULD YOU LIKE TO TAKE MORE CONTROL OVER YOUR PENSION FUND 
INVESTMENT DECISIONS?

If you would like to have more control over your own 
pension fund and be able to make investment decisions 
yourself with the option of our professional help, a Self-
Invested Personal Pension (SIPP) could be the retirement 
planning solution to discuss.

Freedom of choice
Essentially, a SIPP is a pension wrapper that is capable 
of holding a wide range of investments and providing 
you with the same tax advantages as other personal 
pension plans. However, they are more complex than 
conventional products and it is essential you seek expert 
professional advice.

SIPPs allow investors to choose their own investments or 
appoint an investment manager to look after the portfolio 
on their behalf. Individuals have to appoint a trustee to 
oversee the operation of the SIPP but, having done that, 
the individual can effectively run the pension fund on his 
or her own. 

A fully fledged SIPP can accommodate a wide range of 
investments under its umbrella, including shares, bonds, 
cash, commercial property, hedge funds and private equity.

More control
You can choose from a number of different investments, 
unlike other traditional pension schemes, which may give 
you more control over where your money is invested. A 
SIPP offers a range of pension investments, including 
cash, equities (both UK and foreign), gilts, unit trusts, 
OEICS, hedge funds, investment trusts, real estate 
investment trusts, commercial property and land, traded 
endowment plans and options.

Once invested in your pension, the funds grow free of 
UK capital gains tax and income tax (tax deducted from 
dividends cannot be reclaimed).

Tax benefits
There are significant tax benefits. The government 
contributes 20 per cent of every gross contribution you 
pay – meaning that a £1,000 investment in your SIPP 
costs you just £800. If you are a (40 per cent) higher or 
(45 per cent) additional rate taxpayer, the tax benefits 
could be even greater. 

Carry forward
There is an annual maximum tax-relievable contribution 
level of £50,000 for 2013/14. Commencing from the 
start of the 2011/12 tax year, it is now possible to carry 
forward any unused allowance from the previous three 
tax years (for this purpose the maximum allowance is 
£50,000 per tax year). We would strongly recommend 
that you obtain professional financial advice if you would 
like to utilise this option.

Pensionable income, including employment income, 
bonus, benefits in kind, self employment and partnership 
profits, can all potentially be contributed. However, 
pensionable income does not include investment income, 
rental income or pension income.
 
Other considerations
You cannot draw on a SIPP pension before age 55 and 
you should be mindful of the fact that you’ll need to spend 
time managing your investments. Where investment 
is made in commercial property, you may also have 
periods without rental income and, in some cases, the 
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pension fund may need to sell on the property when 
the market is not at its strongest. Because there may 
be many transactions moving investments around, the 
administrative costs are often higher than those of a 
normal pension fund.

The tax benefits and governing rules of SIPPs may 
change in the future. The level of pension benefits payable 
cannot be guaranteed as they will depend on interest 
rates when you start taking your benefits. The value of 
your SIPP may be less than you expected if you stop or 
reduce contributions, or if you take your pension earlier 
than you had planned. 

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique retirement planning needs and 
circumstances, so that we can provide them with the 
most suitable solutions in the most cost-effective way. If 
you would like to discuss the range of retirement services 
we offer, please contact us for further information.

A Self-Invested Personal Pension is a long-term and complex 
product. If you are at all uncertain about its suitability for your 

circumstances you should seek professional financial advice.The 
fund value may fluctuate and can go down as well as up. You may 

not get back your original investment. Past performance is not 
an indication of future performance. Tax benefits may vary as a 

result of statutory change and their value will depend on individual 
circumstances. This is for your general information and use only 

and is not intended to address your particular requirements. It 
should not be relied upon in its entirety and shall not be deemed 

to be, or constitute, advice. Although endeavours have been 
made to provide accurate and timely information, Goldmine Media 
cannot guarantee that such information is accurate as of the date 

it is received or that it will continue to be accurate in the future. 
No individual or company should act upon such information 

without receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.

You cannot draw 
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PENSION 
CONSOLIDATION
KEEPING TRACK OF YOUR PENSION PORTFOLIO TO GET THE BEST OUT OF 
THE CONTRIBUTIONS YOU’VE MADE

Most people, during their career, accumulate a number 
of different pension plans. Keeping your pension 
savings in a number of different plans may result in lost 
investment opportunities and unnecessary exposure to 
risk. However not all consolidation of pensions will be in 
your best interests. You should always look carefully into 
the possible benefits and drawbacks and if unsure seek 
professional advice.
 
Keeping track of your pension portfolio
It’s important to ensure that you get the best out of 
the contributions you’ve made, and keep track of your 
pension portfolio to make sure it remains appropriate to 
your personal circumstances. Consolidating your existing 
pensions is one way of doing this.
 
Pension consolidation involves moving, where 
appropriate, a number of pension plans – potentially from 
many different pension providers – into one single plan. It 
is sometimes referred to as ‘pension switching’.
 
Pension consolidation can be a very valuable exercise, as 
it can enable you to:

n  Bring all your pension investments into one, easy-to- 
 manage wrapper
n  Identify any underperforming and expensive   
 investments with a view to switching these to more  
 appropriate investments
n  Accurately review your pension provision in order to  
 identify whether you are on track.

Why consolidate your pensions?
Traditionally, personal pensions have favoured with-
profits funds – low-risk investment funds that pool the 
policyholders’ premiums. But many of these are now 
heavily invested in bonds to even out the stock market’s 
ups and downs and, unfortunately, this can lead to diluted 
returns for investors. 

It’s vital that you review your existing pensions to assess 
whether they are still meeting your needs – some with-
profits funds may not penalise all investors for withdrawal, 
so a cost-free exit could be possible. 

Focusing on fund performance
Many older plans from pension providers that have been 
absorbed into other companies have pension funds 
which are no longer open to new investment, so-called 
‘closed funds’. As a result, focusing on fund performance 
may not be a priority for the fund managers. These 
old-style pensions often impose higher charges that eat 
into your money, so it may be advisable to consolidate 
any investments in these funds into a potentially better 
performing and cheaper alternative.

Economic and market movements 
It’s also worth taking a close look at any investments 
you may have in managed funds. Most unit-linked 
pensions are invested in a single managed fund offered 
by the pension provider and may not be quite as diverse 
as their name often implies. These funds are mainly 
equity-based and do not take economic and market 
movements into account. 

Pension 
consolidation 
involves moving, 
where appropriate, 
a number of 
pension plans.
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Lack of the latest investment 
techniques
The lack of alternative or more innovative investment 
funds, especially within with-profits pensions – and often 
also a lack of the latest investment techniques – mean 
that your pension fund and your resulting retirement 
income could be disadvantaged.

Significant equity exposure
Lifestyling is a concept whereby investment risk within 
a pension is managed according to the length of time to 
retirement. ‘Lifestyled’ pensions aim to ensure that, in its 
early years, the pension benefits from significant equity 
exposure. Then, as you get closer to retirement, risk is 
gradually reduced to prevent stock market fluctuations 
reducing the value of your pension. Most old plans do not 
offer lifestyling – so fund volatility will continue right up 
to the point you retire. This can be a risky strategy and 
inappropriate for those approaching retirement. 

Conversely, more people are now opting for pension 
income drawdown, rather than conventional annuities. For 
such people, a lifestyled policy may be inappropriate.

Contact us for further information
Throughout life most people will collect a number of 
different pension plans. The objective of consolidating 
your pensions is to bring them all under ‘one roof’ to 
either reduce charges, develop a balanced investment 
strategy taking into account the economic climate that 
exists, and your personal attitude to risk.

We can discuss consolidation of those plans that are 
not meeting your expectations and help you plan for 
retirement with the benefit of newer style pensions 
that have a broader investment horizon and potentially 
lower charges.

Pension consolidation is a complex process. If you are at all 
uncertain about its suitability for your circumstances you should 

seek professional financial advice. A pension is a long-term 
investment. The fund value may fluctuate and can go down 

as well as up. You may not get back your original investment. 
Past performance is not an indication of future performance. 

Tax benefits may vary as a result of statutory change and their 
value will depend on individual circumstances. This is for your 

general information and use only and is not intended to address 
your particular requirements. It should not be relied upon in its 

entirety and shall not be deemed to be, or constitute, advice. 
Although endeavours have been made to provide accurate and 

timely information, Goldmine Media cannot guarantee that such 
information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No individual or company 
should act upon such information without receiving appropriate 

professional advice after a thorough examination of their 
particular situation. We cannot accept responsibility for any loss 
as a result of acts or omissions taken in respect of any articles. 
Thresholds, percentage rates and tax legislation may change in 

subsequent Finance Acts.

Conversely, more 
people are now 
opting for pension 
income drawdown, 
rather than 
conventional 
annuities.
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PLANNING FOR RETIREMENT
WHAT INCOME SHOULD YOU AIM FOR TO MAINTAIN YOUR CURRENT LIFESTYLE?

Retirement may seem a long way off but are you saving 
enough now for a comfortable retirement in the future? A 
general rule of thumb suggests that you should aim for a 
retirement income of two-thirds of the amount you would 
expect to be earning at the end of your career.

It can be hard to plan for tomorrow in this current climate 
of austerity when we’re busy living for today, but if 
you begin planning and saving now you’ll have more 
options in the future.

Sufficient income
With the state pension and some private pensions falling 
short in terms of what they provide in retirement, can 
you rely on these alone to provide sufficient income? 
The decline in the state pension over recent decades 
and the diminution of the final salary scheme sector have 
left millions to fend for themselves in their retirement 
provision, though many will still enjoy some contributory 
support from their employer.

Simple concept 
You’ll be surprised at the big difference it can make to 
your savings if you start saving early. This is because 
of ‘compounding’. 

Compounding is a simple concept. When you invest 
money you earn interest or income on your capital. Then 
next year you earn on both your original capital and the 
interest from the first year, and so on. It’s the snowball 
effect – as your capital ‘rolls down the hill,’ it becomes 
bigger and bigger. The earlier you start investing, the more 
time you have for compounding to take effect.

Preserve your savings
The closer you get to retirement, the greater the need to 
preserve your savings and ensure they will last all through 
your retirement. This is also a time to consider what 
changes you may need to make to your investments as 
you approach retirement. 

People are living longer, so you’ll need to make sure your 
money lasts as long as you do. It’s also crucial to make 

the right investment decisions now to ensure that over time 
your money will keep pace with the threat of rising inflation.

Ensure your pension plans are on track. 
Do you know the answers to these questions?

n  Are you paying enough into your pension?
n  What income is your pension fund likely to buy you 
 in retirement?
n  At what age will you be able to afford to retire?
n  Where is your money invested?
n  How will you draw an income at retirement?

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique retirement planning needs and 
circumstances, so that we can provide them with the 
most suitable solutions in the most cost-effective way. If 
you would like to discuss the range of retirement services 
we offer, please contact us for further information.

A pension is a long-term investment. The fund value may 
fluctuate and can go down as well as up. You may not get back 

your original investment. Past performance is not an indication of 
future performance. Tax benefits may vary as a result of statutory 
change and their value will depend on individual circumstances. 

This is for your general information and use only and is not 
intended to address your particular requirements. It should not 
be relied upon in its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No 

individual or company should act upon such information without 
receiving appropriate professional advice after a thorough 
examination of their particular situation. We cannot accept 

responsibility for any loss as a result of acts or omissions taken 
in respect of any articles. Thresholds, percentage rates and tax 

legislation may change in subsequent Finance Acts.

Retirement may 
seem a long way off 
but are you saving 
enough now for 
a comfortable 
retirement in 
the future?
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BUYING YOUR ANNUITY 
AN IMPORTANT ONE-OFF DECISION THAT HAS LONG-TERM CONSEQUENCES 
IF YOU GET IT WRONG

If you save through a private pension, when you approach 
retirement age you’ll have to decide what to do with 
the pension fund you have built up. If applicable to you, 
one option is to buy an annuity. It’s important to find an 
annuity that suits you and provides the best deal because, 
after your property, an annuity is probably the biggest 
purchase you will ever make.

An annuity is the annual pension that many people 
buy with their private pension pots when they retire. 
Purchasing your annuity is an important one-off decision 
that has long-term consequences if you get it wrong. You 
may not receive the best deal if you just take the annuity 
offered by the insurer that has been investing your money. 

Lack of advice might be costly
You only have one opportunity to shop around for your 
annuity. Once you have committed to an annuity provider 
and started to receive an income, the decision can’t be 
reversed. So it is essential that you shop around and 
obtain professional financial advice to help you through 
the process. 

In 2012, the National Association of Pension Funds 
(NAPF) announced that the lack of advice in this area 
might be costing half a million retirees each year as much 
as £1bn in future pension income.

Failure to shop around
The NAPF pointed out that the failure of someone to shop 
around – or being unaware they were able to do so – 
might reduce their annual pension income by a third.

The insurance industry has now agreed to reform its 
annuity practices, and from 1 March 2013 insurers now 
have to conform to new guidelines set down by the 
Association of British Insurers (ABI).

New guidelines will require insurers to:

n  Provide clear and consistent information, including  
 details on how to shop around for an annuity
n  Highlight the details of enhanced annuities – the  
 higher pension income available to those with shorter  
 life expectancy
n  Signpost clients to external advice and support that 
 is available
n  Give a clear picture of how their products fit into the  
 wider annuity market

The point of retirement
Insurers have been obliged since 2002 to draw their 
clients’ attention to the fact that they can shop around for 
an annuity at the point of retirement. 

One of the ways in which people may end up with too 
small an annuity is by not taking into account their own 
medical circumstances. Having conditions as seemingly 
manageable as high blood pressure or diabetes could 
qualify you for an enhanced annuity, which could pay 
you more income because your average life expectancy 
may be less.

Key points about annuities
n Make the right decision now, because you cannot 
reverse it later
n Don’t just accept the annuity your pension provider 
gives you 
n Shop around – it could be worth up to a third more 
income per month for you 
n You can combine multiple pension pots into one annuity 
n Common health issues, including smoking, high 
blood pressure and diabetes, can lead to an even higher 
monthly income

If you save 
through a private 
pension, when 
you approach 
retirement age 
you’ll have to 
decide what to do 
with the pension 
fund you have 
built up.
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Lack of knowledge
Getting the best annuity rate is just the tip of the iceberg. 
There are many important issues which, if ignored, could 
have a detrimental effect on your annuity income. At 
present, many people who cash in their pensions simply 
sign up to the annuity provided by their insurer, but this is 
rarely the best offer.

Live better in retirement
If you are approaching your retirement we can take you 
through the process step by step to find the best annuity 
for you. Your retirement should be a special time when 
you do those things you never had the opportunity to do 
before. So it’s essential you think and plan carefully, as 
the decisions you take now cannot be undone later. If you 
are concerned about your retirement provision, please 
contact us to review your current situation. 

Buying your annuity can be a complex process. If you are at all 
uncertain about its suitability for your circumstances you should 
seek professional financial advice.The fund value may fluctuate 

and can go down as well as up. You may not get back your 
original investment. Past performance is not an indication of future 
performance. Tax benefits may vary as a result of statutory change 

and their value will depend on individual circumstances. This is 
for your general information and use only and is not intended to 

address your particular requirements. It should not be relied upon 
in its entirety and shall not be deemed to be, or constitute, advice. 

Although endeavours have been made to provide accurate and 
timely information, Goldmine Media cannot guarantee that such 
information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No individual or company 
should act upon such information without receiving appropriate 

professional advice after a thorough examination of their particular 
situation. We cannot accept responsibility for any loss as a result 
of acts or omissions taken in respect of any articles. Thresholds, 
percentage rates and tax legislation may change in subsequent 

Finance Acts.

If you are 
approaching your 
retirement we can 
take you through 
the process step 
by step to find 
the best annuity 
for you. 
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MINIMISING POTENTIAL TAXES 
AND DUTIES ON YOUR DEATH
IMMEDIATE ACCESS TO YOUR PENSION FUNDS, ALLOWING YOU TO TAKE OUT WHAT YOU 
WANT, WHEN YOU WANT IT

As your wealth grows, it is inevitable that your estate 
becomes more complex. With over 400,000 people now 
expected to reach age 75 each year [1], more and more 
people could be faced with a 55 per cent tax charge on 
any money left in their pension fund when they die.

Free of any death tax
Money saved via a pension can be passed on to a loved 
one, usually outside their estate and free of any death tax, 
provided the pension fund has not been touched and they 
die before age 75. People fortunate enough not to need 
immediate access to their personal pension may therefore 
decide not to touch those savings for as long as possible.

However, once someone reaches age 75, the death 
benefit rules change dramatically and their entire pension 
fund may become subject to a 55 per cent tax charge on 
death. This means it can become a race against time for 
many individuals to reduce the impact of this charge.

Flexible drawdown lifeline
It can take years to move money out of the 55 per 
cent death tax environment using capped income 
withdrawals due to the set limits on the amount that can 
be withdrawn each year. A lifeline can, however, come in 
the form of flexible drawdown. Flexible drawdown can 
provide people with immediate access to their pension 
funds, allowing them to take out what they want, when 
they want it. Flexible drawdown is only available to 
people who are already receiving £20,000 p.a. minimum 

guaranteed pension income – which can include their 
state pension entitlement.

For individuals who wish to leave as much as possible 
to their beneficiaries, taking income from their pension 
and gifting it to their beneficiaries under the ‘normal 
expenditure’ rules will allow certain amounts of money to 
be passed to their beneficiaries outside their estate. 

Passing money outside the estate
This may be more tax-efficient than suffering the 55 per 
cent death tax charge, or the 40 per cent Inheritance Tax 
charge if the money is simply brought into their estate. 
Any money taken out under flexible drawdown will be 
subject to income tax, so higher rate tax payers need 
to be careful to ensure the money is either passed on 
outside their estate tax-effectively or that their estate is 
within the annual IHT allowance of £325,000 (2013/14).

This may be particularly relevant for people who are 
approaching, or who have already reached, their 
75th birthday, especially as many older pension 
arrangements will not allow pension savings to continue 
to be held beyond that date.

Younger people who have accessed their pension fund, 
even if it’s just to take the lump sum cash, could also be 
at risk of the 55 per cent death tax, and could benefit 
from moving funds out of this environment as efficiently 
as possible.

As your wealth 
grows, it is 
inevitable that your 
estate becomes 
more complex. 
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Want to investigate the opportunities 
available to you?
The benefits of flexible drawdown should not be 
underestimated. Putting off accessing your pension 
income could store up problems when you reach age 
75. But once someone does access their pension fund, 
regardless of age, flexible drawdown can dramatically 
help with estate planning. To investigate the opportunities 
available to you, please contact us today.

Source
[1] Office of National Statistics, figures from 2011 Census.

Flexible drawdown is a complex product. If you are at all uncertain 
about its suitability for your circumstances you should seek 

professional financial advice. Your income is not secure. Flexible 
drawdown can only be taken once you have finished saving 

into pensions. You control and must review where your pension 
is invested, and how much income you draw. Poor investment 

performance and excessive income withdrawals can deplete the 
fund. The fund value may fluctuate and can go down as well as up. 

You may not get back your original investment. Past performance 
is not an indication of future performance. Tax benefits may vary 

as a result of statutory change and their value will depend on 
individual circumstances. This is for your general information 

and use only and is not intended to address your particular 
requirements. It should not be relied upon in its entirety and shall 
not be deemed to be, or constitute, advice. Although endeavours 

have been made to provide accurate and timely information, 
Goldmine Media cannot guarantee that such information is 

accurate as of the date it is received or that it will continue to 
be accurate in the future. No individual or company should act 

upon such information without receiving appropriate professional 
advice after a thorough examination of their particular situation. 

We cannot accept responsibility for any loss as a result of acts or 
omissions taken in respect of any articles. Thresholds, percentage 
rates and tax legislation may change in subsequent Finance Acts.

The benefits of 
flexible drawdown 
should not be 
underestimated. 
Putting off 
accessing your 
pension income 
could store up 
problems when 
you reach age 75.


