Time for a Plan B?

There exists a plethora of protection policies, each tailored to
serve distinct purposes, offering diverse benefits and optional
add-ons. Crafting the ideal Plan B for your circumstances might

not be straightforward. However, this is precisely where financial
guidance can prove invaluable. With the recent implementation
of Consumer Duty regulations, initiating this conversation is
now a fundamental responsibility for every financial adviser
when engaging with their clients.




Financial Administration

— Moving with the times

We've been providing support
to financial advice firms

since 2014, helping with their
administrative challenges.

The Financial Services industry
has seen so much change during
that time. Long gone are the days
when we would receive a huge
sack of physical post every
morning, along with the office
“post-rotas”.

Long gone too are “filing rooms”
and “Filing Clerks”.

Nowadays, so much of what we
do is digital, and it has often been
said that the Pandemic helped to
propel us forward with technology,
perhaps much quicker than would
have happened naturally, when
every office was suddenly faced
with working remotely.

Before the Pandemic, it wasn’t that the
technology wasn'’t there. In fact, it had
been there for quite some time.

It was more the case that everyone had no
choice other than to fully embrace it, in order to
keep their office operating. Having a “Zoom”
or “Teams Call” is now an everyday part of life
for most of us, and whilst many workers have
returned to the office, it continues to save us
time and unnecessary journeys.
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Digital signatures, secure
portals and encrypted
communication are part of
everyday life in most offices.

That said, whilst the pace of change in
Financial Services has been quick, we also
try to be mindful of those who might not
feel comfortable with technology, or
those who simply continue to prefer

to receive communication on paper,

or meet face to face.

At the same time, however, it is fair to say
that the industry still has a fair way to go.

By way of example, we have a team of
experienced financial administrators, and they
regularly support financial advisers with the
“letter of authority” Process. You might have
signed one in the past, when giving your
financial adviser permission to access
information in respect of an existing

holding, or policy.

Once signed, the letter of authority is
submitted to the product provider,
which in itself may sound like a
straight forward process.

If only.

In 2020, we started to document the letter of
authority submission requirements for as
many of the product providers that we could
speak to, initially for the benefit of our own
team. We then decided to share that
document with the wider Financial Services
community, and that one single document
now gets downloaded more than 400 times
a week, such is the need for this information.

Why might your financial
adviser need such a guide?

Well, some product providers take telephone
calls, some don’t. Some accept emails, some
don’t. Some put their postal address on their
websites, some don’t. Some refuse to accept
a document that has not been signed in pen,
whilst others accept digital signatures, such
as DocuSign. Some will send us information
about your holding by email, whilst others
send it in the post. Some have different
contact details for different products.

And some simply refuse to liaise with us at all.

Incredibly, in 2024, there are still a number of
product providers out there asking us to
submit letters of authority via fax.

Yes, fax!

Sometimes, tongue in cheek, I'll ask the Call
Handler whether they feel a little embarrassed
giving out a fax number in 2024? And
sometimes I'll ask “have you ever actually
seen areal fax machine?”

Financial advisers, and their teams, face the
daily challenge of navigating the continuous
changes with technology, along with the
different requirements from different providers,
whilst at the same time ensuring that all of
your client data is kept safe and secure.

And sometimes, just sometimes... we just
want to remind all of them that we actually
work in the same industry, under the same
legislation and regulation.

So yes, whilst we are seeing really positive
progress with technology within Financial
Services, it is perhaps fair to say that there is
still a way to go.

Therefore if you should ever hear your
financial adviser (or their support team),
express their frustrations whilst navigating
some of the administrative challenges within
the industry, hopefully this might have given
you some insight into some of the hurdles
they will often be facing.
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into an income for retirement
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If you have a defined contribution pension scheme (also known as a money purchase

pension), you'll most likely need to decide how and when you're going to turn those ¢
savings into an income when you retire. You can start withdrawing your pension

savings from age 55 (rising to age 57 by 2028), but how will you know what to do?
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Here are some options:

1. Withdraw your pension savings as one lump sum or a
series of lump sums

You can take your whole pension pot as one lump sum. The first 25%
(usually up to a maximum of £268,275%) is tax-free, then you pay
income tax on the rest. Or you can take a series of lump sums with the
first 25% of each being tax-free (up to the maximum of £268,275).

Taking more than 25% of your pension pot in this way is called an
‘uncrystallised funds pension lump sum’ and not all pension schemes
allow it. If you do this, you'll trigger the Money Purchase Annual
Allowance. This means that if you decide to save into a defined
contribution pension again, your annual allowance (the amount of
money you can save into a pension each year) will reduce from
£60,000 to £10,000.

* You might be able to take more than £268,275 tax-free if you have
protection from the Lifetime Allowance. You'll have received a certificate
from HMRC if you qualified for and applied for this. Figure is based on
2024 rules and is subject to change.

2. Buy an annuity

You can turn your pension savings into a guaranteed income for the
rest of your life — otherwise known as an annuity. You'll be paid
regardless of what happens to investment markets.

Things to consider:

e You can choose to leave income or a lump sum to your spouse,
partner or other financially dependent person when you die.
Choosing this protection reduces the amount of income you'll get
each year, but it can be valuable. If you die before age 75, your
beneficiary won’t pay any income tax on the income they receive.
If you die after age 75, they'll pay income tax at their normal rate.

o If your beneficiary(s) received a lump sum from a value protection
payment under an annuity, it would be tax free if you died before age
75, up to your lump sum and death benefits allowance of £1,073,100.
If the lump sum or part of the lump sum exceeded this limit, it would
be taxed at the recipient’s marginal rate of tax.

e The amount of income you receive will be fixed for life. You can choose
to increase it each year (e.g. in line with inflation), but this can reduce
the amount of income you start with.

e You can take a 25% tax-free lump sum (usually up to a maximum of
£268,275) immediately before the annuity starts, but not once the
annuity has started.

o If you buy an annuity, you won't trigger the Money Purchase Annual
Allowance as described in point 1 above. So you can continue to save
£60,000 a year into a pension.
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3. Move your savings into income drawdown

With income.drawdown you can usually take any amount of income
when you need it. Being able to manage your income in this way can
be useful for tax reasons. You can also leave your savings invested,
which could give them the chance to grow.

Things to consider:

e When you die, the money left in your fund can be passed to your
loved ones. If you die before age 75, your beneficiary won't pay any
income tax on the income they receive. If you die after age 75, they’ll
pay income tax at their normal rate.

o If the drawdown is paid to a beneficiary(s) as a drawdown pension
fund lump sum death benefit, it would count towards your lump sum
and death benefits allowance of £1,073,100, and the lump sum or
any part of the lump sum that exceeded this limit would be taxed at
your beneficiary’s marginal rate of tax.

e Unlike an annuity, there are no guarantees. If your investments perform
badly, or if you take too much income, you could run out of money.

e You're likely to pay ongoing fees and charges for the management
of your investments.

e You'll trigger the Money Purchase Annual Allowance
(see point 1 above).

4. A combination of the above

You can take a tax-free lump sum then buy an annuity to cover your
basic spending needs. Then put the rest of your pension savings into
drawdown and withdraw it when you need it.

Some pension schemes don't offer all these options so you may need
to move your money to another pension scheme first to give you more
flexibility. This might incur additional costs.

5. Do nothing

You can leave your pension savings where they are which means they
won'’t be subject to inheritance tax if you die. And if you die before
age 75, usually your beneficiaries won’t pay income tax when they
withdraw those savings.

Next steps

You've got several options when it comes to finding out more or
seeking help. We strongly recommend you take advice from an
adviser authorised by the Financial Conduct Authority (FCA)
before making any big decisions about your pension.
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Overpaying your mortgage: should you do it?

qudly a day goes by without the cost Are there any downsides to overpaying your mortgage?

of living hitting the headlines. For many
homeowners the increasing costs of
owning and running a home is having

a huge impact on household budgets.
Even if you are near the top end of your
monthly budget, or are expecting a
‘payment shock’” when you come to
remortgage next, you may be wondering
whether it's worthwhile paying more than
the minimum repayment each month, with
the aim to save money in the long run.

Overpaying on your mortgage might not be right for everyone. Using savings
to overpay on your mortgage could leave you with less cash to fall back on
in an emergency.

Not all lenders have the same rules for overpaying and there may be a
penalty fee called an Early Repayment Charge (EPC) if you overpay too much.

You should only make overpayments if you're sure you can afford them. It’s
a good idea to make overpayments if you already have an emergency fund,
and you don’t have any other, more pressing debts that need to be repaid.

It’s always a good idea to discuss your options with an adviser, we can
help guide you through all your mortgage options including advice
on making overpayments.
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So, what are the benefits of making mortgage overpayments?

1 Mortgage-free sooner 2 Reduce the amount 3 Access to better

Overpayments can either be a one-off of interest you pay rates in the future

lump sum or a regular overpayment It could also make sense to Lenders will offer you better

made throughout the year. Overpaying
on your mortgage means you can

potentially clear your mortgage
balance quicker.

overpay on your mortgage rather
than keep your money in a savings
account, because you may earn more
in interest savings on your mortgage
than you could earn in a typical
savings account.

rates if you have a lower loan

to value. The more you can

pay to reduce your mortgage,
the potentially lower interest
rates you'll have when you come
to remortgage to a new deal.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE.




Meeting all generational needs

when wealth transfer arises

The growing propensity for intergenerational planning is
predicted to come more into focus over the next few years, as
rising wealth is passed down the generations by family members.

The Institute of Fiscal Studies (IFS) recently carried out research relating to the question,
‘Who gives wealth transfers and to whom and when?’* Their findings highlight a wealth
boom largely driven by the growth in house prices during the 1990s, and mostly
benefitting today’s older generation. An additional issue for the relative economic fortunes
of the younger generation is the sluggish pattern to earnings growth over the last 15 years,
making it harder for them to move into home ownership compared to their predecessors.

The age of inheritance continues to increase

At some point this wealth will be passed down which is good news for younger people, but
due to a general increase in life expectancy, the age at which they can expect to inherit
continues to increase. Indeed, those born in the 1980s are now predicted to have to wait
on average until they’re 64 to benefit from inheritance. This creates an ideal opportunity
for intergenerational wealth flow, particularly for those people due to pass on their
inheritance while they’re still alive and still able to control the possibility of giving

gifts to those who are due to benefit from such a transfer.

Demonstrating the intergenerational value of advice

There are several ways to reduce inheritance tax including: passing on a family home;
making gifts earlier rather than later; using gifting allowances; being generous on special
occasions; making regular gifts out of income; leaving money to charity; passing on
pensions; setting up a trust; putting a life-insurance policy into trust.

All have potential financial risks attached to them and some can be more complex in their
establishment. Of course, a good idea is to seek specialist financial advice to clearly establish
the financial goals that want to be achieved and the appropriate routes to achieving these.
The inclusion of all generations in these discussions is often sensible to ensure everyone has
a clear understanding of the situation, of parental expectations regarding any inheritances,
and of course any plans to utilise wealth as best as possible throughout the lives of those
passing on their wealth, and importantly those who are to inherit it.

Protecting the interests of all generations involved in these discussions is paramount,
so that everyone can enjoy their future, and ensure the right outcomes are achieved.

Wealth transfer patterns

The IFS report provides a great insight into
the patterns relating to wealth transfer,
some of the key findings include:

e There are around a fifth of lifetime
transfers compared to the amount of
annual inheritance flow.

e Over an eight-year period in the lives of
adults in their 20s and 30s, around 30%
receive at least one gift or loan (more are
on the basis of gifts). The gift sizes vary
widely with the 10% largest transfers
coming in at over £20,500.

e The vast majority are from parents to their
adult children, with parents giving 83% of
the value of gifts and grandparents — or
great grandparents - contributing just 3%.

e Half of the value of gifts received is
reported to be used for property
purchase or improvements.
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If you would like to discuss any of these topics in

more detail, please feel free to contact me to make an
appointment. If you have friends, family members or
colleagues who you think would be interested in these
topics, please pass this newsletter to them.
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