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Estate Planner / Retired 

Pensions compensation pay-outs cause taxing times 

The tax rules for compensation payments are inconsistent and, in the context of 

pensions, fundamentally flawed, commentators believe. Without change, there is a risk 

they will be exploited by claims management companies, and ordinary taxpayers may be 

left to pick up the tab. For Isas, a compensation payment for an investment can be 

made to the account as a “defaulted investment subscription”. Money can be paid back 

into the Isa and not use any of the investor’s annual subscription limit. However, 

compensation in relation to a service or advice provided to a member of a pension is – in 

the eyes of HM Revenue & Customs – personally due to that member. This means if 

compensation in relation to advice upon or investments held within a Sipp is made back 

to a Sipp – for example, to put the fund back in the position it should be – HMRC says 

we must treat it as a tax-relievable contribution. This can cause problems for successful 

complainants, as the payment counts towards their annual allowance (or the tapered or 

money purchase allowances, where applicable). It will also cause the loss of any 

enhanced or fixed lifetime allowance protection that might be held. 

 

Investor / Saver / Retired 

Labour takes aim at pensioners funds 

Labour is plotting a staggering spend increase that would see spending on welfare hit 

nearly four times the amount that currently goes on the health service. The research 

was released as Labour admitted it was planning to impose fresh tax hikes to fund a raft 

of new spending commitments made at its annual party conference in Brighton. 

Conservative Party chairman James Cleverly warned that the benefits system must give 

a “safety net to those who need it while being fair to our hardworking taxpayers”. 

Labour’s benefits bombshell includes a so-called universal basic income that would give 

everyone a fixed sum regardless of their wealth. John McDonnell has previously 

announced that the party would trial the scheme if it takes power and picked Liverpool, 

Sheffield and the Midlands as the first places to test it out. Tory analysis of trade union 

investigations into the cost put the estimated price tag for the scheme at around £504 

billion a year. Labour has also rejected planned future increases in the pension age that 

would mean workers retiring from age 67 or older. Financial experts have estimated that 

would cost around £9.9 billion, a 10 per cent hike in costs of the State Pension, or a 

significant cut in the amount paid out to pensioners. 

 



 

Investor / Saver / Retired / Estate Planner / Home Owner 

Divorcing couples and capital gains tax 

Under new rules, if you move out of a home that was your main residence — because of 

a marriage breakdown, for example — you will have as little as nine months to sell that 

property without being hit by a capital gains tax bill on any profits. At present you have 

18 months to sell your home after moving out before you have to pay a capital gains 

tax. However, that time period will be reduced to nine months from April 2020. For 

example, take a couple who bought a house for £200,000 and lived in it for 10 years. 

Let's say they decided to divorce and the husband moves out three years before the 

property is sold. They sell the property for £400,000 – so £200,000 more than they 

bought it. If you only have one house and you always live in it for the entire time you 

own it, then you don’t pay capital gains tax on any gain when you come to sell it. So the 

wife who has always lived in the property until the sale will get full private residence 

relief on her gain of £100,000 and will not pay capital gains tax. However, since the 

husband has not lived there for three years, he will not get the full relief and will have to 

pay capital gains tax. The way capital gains tax works is if you only live in the property 

as your main residence for some of the time you own it, you get relief for a fraction of 

the gain. So after the exemption period - currently 18 months - you pay tax on the time 

you didn’t live in the home. If he earns £50,000 a year, under the current rules he would 

pay tax of £840 as a higher rate taxpayer. Under the new rules from April 2020, he will 

pay £2,940 so the rule change has cost him £2,100. 

 

Business Owner 

IR35 tribunal implications for freelancers 

HMRC has won an IR35 tribunal case at the High Court against three BBC presenters 

who will now have to pay back tens of thousands in taxes. The High Court ruled that 

they had effectively been forced into contracting through personal service companies by 

the BBC, arguing that there was an “imbalance of bargaining power”. The judges said: 

“The BBC was in a unique position and used it to force the presenters into contracting 

through personal service companies and to accept reductions in pay.” The presenters 

argued that they were self-employed but the court ruled that because they were told 

how, where and when to work, that the “assumed relationships were ones of 

employment”. HMRC published draft legislation in July that, from April next year, places 

the onus on private sector firms to check whether contractors need to pay tax and 

national insurance contributions, shifting responsibility from the contractor to the 

employer using their services. But commentators have emphasised how vital it is that 

HMRC now provides the greater clarity which is still needed to avoid others having to go 

through this ordeal. 

  



 

Investor / Saver / Retired 

Impact of Brexit no-deal on savings 

The Bank of England held interest rates at 0.75% last time around, mentioning ‘Brexit 

uncertainties’ frequently in its decision. So, once Brexit comes, are we likely to see an 

interest rate hike or fall? Changes to interest rates can have far-reaching consequences, 

on everything from your personal finances to the wider economy. The Bank of England 

sets interest rates, also known as the base rate, in response to current events and 

expected economic performance, with the aim of keeping inflation around its 2% target. 

At its latest meeting on 19 September, the Bank’s monetary policy committee (MPC) 

voted unanimously to keep interest rates at 0.75%. In the past, the Bank has described 

holding rates as a ‘wait-and-see’ approach to Brexit. But with the deadline looming ever-

closer, the Bank might soon have to be more decisive. After August’s growth figures 

revealed the UK economy shrank by 0.2% – the first contraction since 2012 – many in 

the City are called for a rates cut to increase spending and stimulate growth. The MPC 

did not bow to this pressure, and the base rate was kept the same in September. The 

MPC tends to let is decisions do the talking, rarely revealing what those might be ahead 

of time. So far, it has taken a ‘wait and see’ approach to Brexit, meaning we might not 

see any base rate changes until after we leave the EU. Still, key decision-makers have 

hinted at what form post-Brexit monetary policy could take: 

 

 Since the referendum, Carney has been adamant that interest rates could go up 

or down after Brexit, depending on the circumstances.  

 Speaking to the Treasury Select Committee late in February, Dr Gertjan Vlieghe 

went slightly further than Carney, saying ‘just because [interest rates] could go in 

either direction, doesn’t mean that each one is equally likely’. Despite this, 

Vlieghe did outline how a likely fall in the pound’s value could lead to higher 

inflation, which would require the MPC to take action. 

 In the event of a no-deal Brexit, most commentators expect that the most likely 

response is for rates to fall in order to stimulate a weakened economy. But, as 

the Bank says, that is by no means certain. A fall in the value of the pound will 

undoubtedly lead to higher prices and the Bank may find itself in a difficult 

position, balancing economic stimulus with tackling inflation.’ 

  



 

All 

Credit card interest rates rocket 

Interest rates may have fallen to the point they have gone negative at some European 

banks, but that seemingly hasn’t stopped credit card providers upping the interest they 

charge customers who don’t pay off their bill in full each month. According to data 

website Moneyfacts, the average rate (APR) for those making credit card purchases hit 

an eye-watering 24.7% this month – the highest since the company started charting the 

figures back in 2006. Within the past three months Tesco Bank pulled its Clubcard credit 

card, which at 5.9% was, it said, the lowest-rate card on the market. During the same 

period, Bank of Scotland, Halifax and Lloyds Bank all increased the purchase rate on 

their cards. Many consumers will consider the APR increases shocking given that the 

Bank of England voted this week to keep the base interest rate at 0.75%, while the US 

central bank cut interest rates there. Earlier this month, a Guardian Money article asked 

whether the UK’s savings rates could be heading towards the zero mark. This told how 

some of Britain’s leading savings providers have been busy cutting their rates. The 

message is that credit card customers should take every opportunity to pay more than 

the minimum repayment. A borrower who makes a purchase of £3,000 on a typical 

credit card, and repays £100 per month, will have the debt linger for over three years, 

and it will cost them £970 in interest. 

 

Retired / Estate Planner 

Inheritance tax take rises 

Inheritance tax should be reformed to reflect inflation, a lawyer has argued as receipts 

rose to a record £5.4 billion. HM Revenue and Customs figures showed that revenue in 

2018-19 rose by 3% from £5.2 billion the previous year. Of the £5.4 billion collected, 

72% was from estates worth more than £1 million. In 2016-17, 4.6% of deaths resulted 

in a charge. The figure was 5.9% before the financial crisis but fell to 2.7% in 2009-10. 

It has climbed steadily since then, due to long-term rises in property prices and the nil-

rate band remaining at £325,000 for the past decade. In the past nine years the amount 

HMRC has raised through IHT has more than doubled. The proportion of estates which 

pay the tax has also been increasing, although it still remains relatively low at 4.6%. 

Experts believe that the introduction in 2017-18 of a top-up allowance on the normal IHT 

threshold had yet to have any strong impact. The residence nil rate band (RNRB) gives 

an additional allowance to people leaving their family home to direct descendants like 

children or grandchildren. It will be worth an additional £175,000 by 2020-21. The 

figures show the RNRB hasn’t reduced the amount paid overall in 2018-19, because so 

much of the tax is collected from larger estates, for whom this is a small portion of their 

estate — and who begin to lose this relief as soon as their estate is over £2 million. In 

July, the Office of Tax Simplification proposed several changes to inheritance tax. The 

body did not make any recommendations on the RNRB, saying it was too soon to do so. 

 



 

Investor / Property Owner 

A re-think on how property is taxed? 

Tax on property transactions is a contentious issue, and the government is again being 

urged to rethink the way it taxes property investors to spark the housing market. In a 

plea to the government to reduce stamp duty charges to ease pressure on the UK 

property market, Mortgages. Online, an online mortgage broker, believes the buy-to-let 

market should be a major focus. Stamp duty was last increased for all property 

purchases in 2014, while April 2016 saw the second home surcharge introduced, 

meaning that a 3% additional charge was payable for any buy-to-let or additional 

properties bought. This came in alongside the announcement of progressive tax relief 

cuts for landlords – Section 24 – which is currently in phase three and will mean that 

landlords will only be able to claim income tax relief on residential finance costs at the 

basic rate of tax by April 2020. But commentators have been quick to point out that the 

increased stamp duty payable on buy-to-let purchases, and the removal of the ability to 

offset mortgage costs has put many investors off the property market, with a knock on 

effect of reducing the stock of rental properties. The rallying cry from the industry is 

clear - relief for buy-to-let investors and measures to stabilise the economy with clarity 

once and for all on Brexit, are both needed urgently. 

 

Investor / Saver / Retired / Employer / Employee  

Low fees not the be all and end all for pensions savers 

In recent years, the fees charged by pension schemes has come under much closer 

scrutiny. However, argues a new study by the Pensions Policy Institute (PPI), low fees 

are not necessarily the most important factor in determining the size of someone’s final 

pension pot. According to the study, charging structures play an important role in 

determining the size of a pension pot. But, it says: “In order to secure improved 

outcomes, charges need to be considered alongside other factors such as contribution 

levels, investment strategies, member communications and experience, the strength of 

governance oversight and the impact of having multiple pots.” Perhaps expectedly, the 

most important factor identified by the PPI report was the contribution levels of 

members. The study found that someone contributing an extra 2% of their salary on top 

of the legal minimum contribution would achieve a 25% increase in their retirement 

income, regardless of the charging structure of their pension scheme. Another big risk to 

pensioners identified in the report is instances of multiple changes for those who have 

several pots. With the introduction of auto-enrolment, a growing number of savers are 

now likely to have multiple pension pots with the various employers they have had over 

their working life. This, the report says, can work against people achieving better results, 

as they can lose out by paying multiple charges across the accumulation period. Multiple 

pots can also mean that people are at risk from losing track of their pensions. 
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