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In this end of tax year newsletter, we look at a couple of topical articles. The first looks at pensions
contributions and the changes to the annual allowance that you may be able to take advantage of, as it
has increased on last year’s levels (this is the amount you can put into your pension and still receive tax
relief).
The pandemic has made the article on wills and power of attorney extremely timely, as it reminds us of
the importance of these plans being in place, particularly as statistics show that many of us intend to get
round to sorting them out but they continue to remain on the “to do” list.
Firstly though, with the end of the tax year approaching, we felt it was worth a little reminder of the
pension and investment opportunities that are available but that are tax year dependent, so it is a case of
“use it or lose it” when it comes to an individual allowance.
Pensions
• With the changes to the annual allowance could you pay more into your pension?
• Should you carry forward unused pension contributions?
• Do you want to pay into your spouse’s pension?
Investments
• Have you used your annual ISA allowance?
• Do you need to use your annual Capital Gains Tax Exempt Amount?
• Do you wish to pay into your child or grandchild’s JISA?
Tax planning
• Do you need to consider bringing forward any capital losses to offset gains?
• Are you planning any gifting to reduce your estate for inheritance tax purposes?
As ever, if there is anything you would like to discuss, please contact us at - Q1@beckfordjames.com

The Changing Face of Pension Tax Relief for High Earners
Pension tax relief has become a favoured political
football since Gordon Brown removed some
tax relief in his first budget in 1997. Prior to that
pensions legislation changed very slowly and
could take years and many iterations of white and
green papers to move through Parliament. That
watershed budget lay down the precedent for the
continuous tinkering by subsequent chancellors
with pension rules and limits for tax relief and
consequently increased the anticipation of further
changes in subsequent Budgets.
Between 2010 and 2011, the amount an individual
could contribute to their pension and gain tax
relief (annual allowance) fell from £255,000 to
£50,000 and then dropped to £40,000 from April
2014.
In an attempt to control the cost of pensions tax
relief and help make sure pensions tax relief is
fair and affordable, the government introduced
the Tapered Annual Allowance on 6th April 2016,
resulting in a reduced annual allowance applied to
all pension savings by or on behalf of individuals
with “threshold income” of over £110,000 and
“adjusted income” of over £150,000. In simple
terms, you could pay in up to £40,000 into your

pension and get tax relief but for every £1 you
exceeded the adjusted threshold, you would lose
tax relief on contributions in a straight line down
to a £10,000 floor.
One of the unintended consequences of this
adjustment was the “penalisation” of high earners
such as doctors, who moved to the point of
avoiding working overtime as, whilst the increase
in earnings also meant an increase in pension
contributions, it also had the double negative
impact of not only paying more tax on this income
but of also losing tax relief on their pension
(manifesting itself as a tax charge) as they were
inadvertently breaching these annual allowance
limits.
Therefore, hidden away in the Budget of March
2020, Chancellor Rishi Sunak announced changes
to the tapered annual allowance, and he increased
the “threshold income” limit to £200,000 and
the “adjusted income” limit to £240,000 for the
tax year 2020/21. The Annual Allowance is
now reduced by £1 for every £2 of income over
£240,000 until adjusted income reaches £312,000
and the minimum Tapered Annual Allowance of
£4,000 applies, meaning at this level you can only
contribute £4,000 and obtain tax relief and any
more (even in terms of benefits accrued and not
an amount actually paid in) could result in a tax
charge.
So, as you can see, pensions are a very tax
efficient way of saving and pension contributions
can reduce your tax bill. Understanding your
own annual allowance is the starting point to
evaluating how much you can pay in, to maximise
any tax saving benefits. You may even be able to
exceed one year’s AA by implementing a carry
forward strategy, where you “use or lose” some of
the previous three tax years’ unused allowances,
if suitable.
But most importantly, if you have previously been
affected by the Annual Allowance trap, it is worth
reappraising your situation as the levels have
risen markedly for this year in order to take many
higher earners out of the penalty trap. So where
you may have had a reduced amount you could
pay in last year, you may be able to use the full
allowance this year with no reduction.

Wills and Power of Attorney
When we are discussing or updating a client’s
situation and we ask about their will, it often comes
as a surprise that the answer is either “we are in
the process of doing it/have been meaning to” or
“you did remind us of this last year but we have
not managed to get round to it yet”! And even if
you have made a will, is it still valid and does it
still reflect your wishes or have any circumstances
changed?
Wills make it easier for your family or friends to
arrange your affairs in the event of your death.
Dying, without leaving a will, can make the
administration of your estate lengthy, expensive
and cause distress to those you wished to benefit
from your estate. Wills can assist to reduce the
amount of Inheritance Tax that might be payable
and are especially important if you have family
who depend on you financially.
60% of the UK population are estimated not to
have a will. Many who have an older will, may
discover that it does not take account of their
current estate value, legislation, and taxation.

If you are neither married nor in a civil partnership,
your partner is not legally entitled to inherit
anything when you die.

If you remarry your existing will becomes void
irrespective of whether your previous partner has
died or is still alive.

Power of Attorney
A power of attorney (POA) is a means of giving
someone the legal authority to make decisions
on your behalf if you lose mental capacity in the
future, or if you no longer want to make decisions
yourself.

Alternatively, if you die without leaving a will you
are deemed to die intestate and your estate will be
distributed solely according to intestacy law. The
law decides who gets what and how much with
no account taken for any relationship you had
with people when you were alive.

Lasting Power of Attorney (LPA) replaced
Enduring Power of Attorney (EPA) in October
2017. Any EPA established before then should
still be valid. However, it is advisable that you
consider updating to an LPA because it provides
greater flexibility to your attorneys.

If you die intestate leaving a married partner or
civil partner and children, grandchildren or great
grandchildren, then the partner inherits all the
personal possessions of the person who died,
whatever their value, and the first £270,000 of the
estate, followed by half of the remaining estate.
The other half of the estate is divided equally
between the children, grandchildren or great
grandchildren.

EPAs dealt with your financial affairs but not
decisions on your future care. They are only valid
while you still have capacity to make your own
decisions and require registering with the Office of
the Public Guardian should attorneys believe that
you are becoming or are incapable of handling
your affairs.

If there are no surviving children, grandchildren,
or great grandchildren then the partner will inherit
all the personal possessions and the whole of the
estate.

LPAs have two parts; Part One covers your
financial affairs and can be used while you still
have mental capacity, or you can state it should
only come into force if you lose capacity. You can
restrict the decisions your attorney makes or give
them power to make all decisions.

Part Two covers your health and welfare and can
only be used once you have lost mental capacity.
It can also grant permission for your attorney to
make decisions about life-saving treatment.
LPAs are registered with the Office of the Public
Guardian when they are drawn up.
If there is no POA in place, and you lose capacity
to make your own decisions about financial
affairs, then a relative or friend can ask the Court
of Protection to make an order to appoint them
as deputy. A deputy essentially acts as a courtappointed attorney. However, this process can
be extremely costly and time consuming, both
initially and on an ongoing basis at a very difficult
time (which is why it is designed to act as a

backstop in cases where there is no POA).
So, you may assume that your partner would be
able to deal with your finances and healthcare
decisions if you lose the ability to do so but without
an LPA, they will not have the authority.
In conclusion, if you were to die without leaving a
will, then the law establishes which of your family
members inherit, and how much. If you were to
become incapacitated without having an LPA in
place, then the law determines who can manage
your affairs and your healthcare decisions. This
therefore highlights the importance of having each
in place, and how they could benefit your longterm financial planning.

...and finally...
If you would like more information on any of the articles, please speak to your adviser or contact us at
Q1@beckfordjames.com
Please note that Beckford James are regulated financial planners and are not registered Tax Advisers and
as such you should consult your usual Tax Adviser regarding any tax implications. These articles are
for information only and do not constitute advice or a recommendation. Do not make any investment
decisions based on this content. The value of investments can fall as well as rise and you may not get
back the amount you originally invested. While we have taken every care to ensure this information is
accurate and current at the time of writing, we cannot guarantee or give any warranty as to its accuracy
and information is based on our understanding of current legislation.
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