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Offshore Accounts Warning
Important: If you have money or other assets
abroad, you could owe tax in the UK.
A few months ago HMRC announced significant
changes to the way that offshore accounts are
treated for tax purposes for all UK taxpayers.
It is clear that things are changing and that the tax
world is becoming more transparent. Her Majesty’s
Revenue and Customs (HMRC) is getting tougher
on those not paying the right amount of tax across
their offshore tax affairs.
With effect from the start of this year HMRC has
been getting new financial information about
all customers from more than 100 jurisdictions,
including details about overseas accounts,
structures, trusts, offshore bonds and investments.
HMRC is already using information, supplied by
overseas banks, insurers, and wealth and assets
managers, to identify the minority who are not
paying what they owe.
If you hold offshore accounts of any nature you
need to regularly check that you have declared
these holdings to HMRC to ensure that your tax
affairs are up-to-date.
If you do hold offshore accounts but have already
declared all of your past and present income or
gains to HMRC, including from overseas, you also
do not need to worry. But if you are in any doubt,
HMRC recommends that you read their factsheet
to help you decide now what to do next. If you find
after reading the factsheet that you need to bring
your tax affairs up-to-date and make additional
disclosure around your offshore holdings, it can
be easier than you think, you can choose to do

this now using HMRC’s straightforward online
disclosure facility at;
https://www.gov.uk/guidance/worldwidedisclosure-facility-make-a-disclosure
HMRC will find out about your money and assets
overseas through new information that they
derive from more than 100 jurisdictions, penalties
are increasing for those who are not paying the
right amount of tax on their offshore assets, and
you can even face criminal prosecution.
Under new rules, you could face further penalties
based on the value of the asset as well as the tax
due, resulting in significant consequences. If you
choose to delay in coming forward, it’s very likely
to cost you more and there is also more chance
that HMRC will come for you.
If you do have any questions about these new
disclosure requirements, then please do not
hesitate to contact us.
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When is Your Independence Day?
It is received wisdom that we are statistically
going to live longer, with expectations not
uncommon that many may live well beyond 100.
Unfortunately the bad news is that these extra
years are not necessarily going to be fit and healthy
ones but more likely an extended old age with all
the associated problems.

you may still have a mortgage etc. Property may
not keep rising and purchasers will have difficulty
affording even higher borrowing, thereby limiting
the pool of readily available buyers.

As recently as a couple of generations ago, we
looked forward to retirement between age 60 and
65 and perhaps had a life expectancy of 70 to 75.
Often resulting in no more than 10 years to rely on
pension savings for our financial independence,
which in most cases were state and final salary
pensions, increasing with inflation. A generation
later, the working age would still be 60 to 65 but life
expectancy was rising and 80 to 85 was becoming
more the norm.

Giving serious consideration to your answer
is more important than ever, because, with the
exception of the public sector, retirement is no
longer largely funded by someone else, namely
your employer, particularly in the case of a
generous final salary pension. Recent years have
seen an increasing shift that the onus is on the
individual. And to have a successful retirement,
planning is needed well beforehand.

For the current generation, the state retirement age
is rising with 67 and 68 tabled, a small increase in
working age but now with the potential of 20, 30
or even 40 years or more in retirement. How much
therefore will we need to see out our retirement
and can we afford it?

Hence I return to the lead question; when is Your
Independence Day?

At Beckford James, for clients engaging in financial
modelling, we begin our clients’ financial planning
with the construction of a financial ‘cash-flow’
model. From this we can develop a series of ‘what
if…’ scenarios thereby gaining an understanding
of the building blocks required of what funds are
needed to be financially successful and secure in
the future.
Budget analysis is a key part of the process of
financial modelling to understand what is excess
income now that could be saved to provide income
in the future. Also what parts of expenditure
will drop off or decrease when working stops.
Knowing the ‘number’ required is a cathartic
finding, giving a clear target that needs to be
reached. Planning how to reach it through saving,
restructuring or tactical investing is all part of the
process. And reaching that point you know you
will have attained your ‘financial independence’.

In July 2016, Steve Webb, the former pensions
minister commented that it was ‘delusional’ to rely
on your home for retirement provision, expecting
to downsize your house, freeing up capital at the
point of retirement. Children may still be at home,
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We can help to simplify this process and have
developed a basic expenditure questionnaire that
helps with the start of this journey. If you would
like a copy, or would like to discuss how this can
help, please contact your usual adviser, or call us
on the numbers below.

Buy to Let Investing
For many years private individuals have used buy-to-let property as an alternative to pension or equity
investment . Property is a tangible asset and one which less experienced investors feel they understand
and are familiar with.
However, property is just one of several different asset classes making up a well balanced investment
portfolio. Changes have come in from this year to tax relief on mortgage interest, reducing it from a
maximum of 45% down to a 20% tax credit, which, together with the 3% surcharge on stamp duty are
causing a re-think for many investors.
What is changing?
Historically all property–related finance costs, including mortgage interest, fees, and interest on other
loans were tax deductable, but from April 2017 this changed so that tax relief will be claimed at the basic
rate of 20% regardless of which income tax bracket applies to you, meaning that those in higher and
additional rate bands will pay more tax.
The changes are being phased in over the next four tax years, with the deduction from property income
being gradually withdrawn and replaced with a basic rate relief tax reduction:

Tax year

Percentage income costs deductible
from rental income

Percentage of basic rate tax
reduction

2017 to 2018

75%

25%

2018 to 2019

50%

50%

2019 to 2020

25%

75%

2020 to 2021

0%

100%

Because total taxable income will be higher, some basic rate taxpayers will be pushed into the higher rate
tax band, or higher rate payers into the additional rate band. Further, this could have an impact on other
benefits such as Child Benefit and loss of personal allowance.
As well as the changes in taxation, anyone considering investing in rental property needs to be aware of
other pitfalls including the possibility of rental gaps, set up costs, agents’ fees, and maintenance costs.
And of course there is the eventual Capital Gains Tax (CGT) liability on sale.
Property is also a very inflexible asset in terms of access. If you need a higher income for a period, or a one
off sum you can’t just raise the rent temporarily, or sell off a bedroom. It may be difficult to sell a property
quickly should the need arise.
If you are concerned about the changes in buy-to-let property taxation, and thinking about the alternatives,
or considering investing in property for the first time, call us to discuss how you may be affected.
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New Tax Year, New Allowances
‘Sell in May and go away’ was the old adage with
markets reflecting a period of passivity over the
summer months from clients and markets alike.
These days, markets can remain much more active
throughout the year but the advent of the new tax
year is often an ideal time to review your financial
affairs
There are several tax changes this year that are
worth considering to help you to maximise your
allowances, and structure your investments in the
most beneficial manner.
The ISA allowance has increased to £20,000 each.
A generous increase and acting early will give you
the greatest benefit.
The additional individual property allowance of
£100,000, rising over the next four years to £175,000
in 2020/21 adds to the existing Inheritance tax
allowance, but the rules are more complex than
they first appear and could have an impact on
existing planning including, potentially, the way
your will is structured.
The annual personal allowance has increased by
£500 per person; the threshold for the higher rate
of tax is up by £2,000.
Not strictly a change this year as it came into
effect from April 2016, but for high earners it is
imperative to take advice on pension contributions.
The limits have reduced dramatically, and if you
inadvertently ‘over contribute’ the tax penalties
are severe.
Plan Consolidation
A number of ISAs built up over the years may
benefit from a holistic review and consolidating
these into a more appropriate risk based
arrangement.
Blackwell House
Guildhall Yard
London
EC2V 5AE
Telephone: 0207 556 1000

The same applies to pensions. As we move jobs
more frequently, it is common to have a number
of plans, which may be more costly or no longer
appropriate and would benefit from a review.
Regular reviews of life assurance and other
protection plans may save you money and ensure
that you have an appropriate level of cover.
Importantly, it is vital that these are set up in the
correct way to ensure that proceeds are distributed
in a speedy and tax efficient manner, which is
where using a simple trust, may be beneficial.
Wills and Lasting Powers of Attorney
Any successful financial planning strategy includes
having up to date and valid documentation. If
your will has not been reviewed within the last
five years we would encourage you to do so.
You should also to consider Powers of Attorney
which can enable your chosen representatives
to administer your financial affairs and welfare
in accordance with you wishes should you lose
capacity as the result of illness or an accident.
Beckford James will work with your existing team
or provide a recommendation to ensure that any
arrangement dovetails with your overall financial
planning.
Help your friends and family
Once you have considered all of the above why
not help your friends, family and acquaintances
by sharing this information with them. As most
of our clients come to us by way of personal
recommendation, we are very happy to have an
initial consultation by telephone or at one of our
offices, at no initial charge.
As usual if you would like further information
on these areas please contact your usual Beckford
James adviser.

Queen Square House
Queen Square Place
Bath
BA1 2LL
Telephone: 01225 437600

Edmund House
12 - 22 Newhall Street
Birmingham
B3 3AS
Telephone: 0121 272 8360
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