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Help to Buy – help is at hand
We are sure you will have seen the 
Government’s Help to Buy scheme mentioned 
throughout the press and on TV, but what is the 
scheme? How does it work and who can benefit 
from it?

The scheme has seen the Government intervene 
directly in the housing market to guarantee the 
mortgages of borrowers with small deposits. 
This move will reduce the risk to Banks and 
Building societies and encourage them to lend. 

The scheme has 2 phases, the first of which was 
launched earlier this year and more recently, 
phase 2 was launched – brought forward from 
January 2014.

Phase 1 applies to new build properties only 
where buyers can purchase a new build 
property with the help of a loan from the 
Government of up to 20% (of the value of the 
property) leaving buyers with a 5% deposit to 
secure a 75% mortgage. 

The loan is then repaid when the property is 
sold and is interest free for the first five years, 
with a annual fee of 1.75% payable from year 
six. The fee will rise each year by 1% more than 
the increase in Retail Price Index (RPI). 

Phase 2 applies to all properties (not just new 

builds), and borrowers still require a minimum 
of 5% deposit, but unlike phase 1 no additional 
borrowing is required. The Government simply 
sits silently in the background and provides 
a guarantee to the mortgage lender. This 
guarantee is for the lender’s protection, not the 
borrower and the scheme does not guarantee 
a borrower’s mortgage payments in the event 
of financial difficulty. The aim is to offer a 
mortgage lender peace of mind in the event of 
repossession.

For example - the borrower requires at least a 
5% deposit and the Government will provide 
a guarantee worth up to 14.25% of the value 
of the property.  So, for a £100,000 house, the 
borrower would put down a £5,000 deposit 
and the Government would guarantee a further 
£14,250 against default. The borrower would 
still need a mortgage of £95,000, but the risk to 
the bank would be equivalent to a loan of about 
£80,000.

Whilst the introduction of the scheme is a 
positive move, certain terms and conditions 
apply and choosing the right option can be 
confusing, so please contact us to see if you 
could benefit from the scheme and for further 
information.

Aaron Tawny wishes you all the joys of the season 
and we wish you and your family a Merry Christmas  
and a prosperous 2014!
For 2013 we have decided to donate our Christmas card funds to the charity St Judes Food 
bank based in Kettering. Their aim is to meet the basic 3 days food needs of people in 
crisis across Kettering and the surrounding areas, working with the elderly, the hidden 
working poor, people with mental health issues and social difficulties.
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Understand the difference between a 
Lifetime & Annual Pension Allowance?? 
Lifetime Allowance

You can save as much as you like towards your 
Pension but there is a limit on the amount of tax 
relief you can receive. The Lifetime Allowance is 
the maximum amount of pension saving you can 
build up over your life that benefits from tax relief. 
If you build up pension savings worth more than the 
Lifetime Allowance, you’ll pay a tax charge on the 
excess.

The Lifetime Allowance applies to any Pension 
savings you have in:

•	 A	registered	Pension	scheme

•	 	An	Overseas	Pension	scheme	that	qualifies	for	
UK tax relief for either you or your employer on or 
after 5 April 2006

The Lifetime Allowance is currently £1.5 million, but 
this will go down to £1.25 million from 6 April 2014. 
Even following this reduction, most people won’t 
have to pay the Lifetime Allowance charge.

The Lifetime Allowance applies even if you’re in a 
Pension scheme that you don’t make payments into 
- for example if you’re in a workplace pension that 
only your Employer makes payments into.

If you’re in a Defined Benefit Scheme and you take 
your pension before 6 April 2014

Your Pension benefits will be tested against the 
Lifetime Allowance of £1.5 million. This level of 
Pension saving is broadly equivalent to an annual 
Pension of:

•	 £75,000	if	you	don’t	take	a	lump	sum

•	 	£56,250	if	you	take	the	maximum	tax-free	lump	
sum

If you’re in a Defined Benefit Scheme and you take 
your pension after 6 April 2014

Your pension benefits will be tested against the 
Lifetime Allowance of £1.25 million. This level of 
Pension saving is broadly equivalent to an annual 
Pension of:

•	 £62,500	if	you	don’t	take	a	lump	sum

•	 	£46,875	if	you	take	the	maximum	tax	free	lump	
sum

If you’re in a Money Purchase Scheme (which 
includes Personal Pensions, Stakeholder Pensions 
and Money Purchase AVCs)

For a Money Purchase Scheme it‘s the value of 
your Pension pot that is used to pay your Pension 
benefits, (such as an Annuity and a tax-free lump 
sum) that is tested against the Lifetime Allowance at 
the time you take your benefits. 

Well worth checking and a bit of planning !!!!!!! . 

The Annual Allowance for Pension Schemes

You can save as much as you like towards your 
Pension each year, but there’s a limit on the amount 
that will get tax relief. The maximum amount of 
Pension savings that benefit from tax relief each 
year is called the Annual Allowance.

Annual Allowance Limit

The amount of your pension savings that benefits 
from tax relief is limited to an Annual Allowance, 
currently £50,000. From tax year 2014-15 onwards 
the annual allowance will go down to £40,000.

Carry forward of Annual Allowance

Carry forward relates to unused annual allowance 
not unused tax relief. If the individual relies on carry 
forward to make a large personal contribution they 
must have the earnings in the current tax year to 
cover it.

The reduced Annual Allowance of £50,000 for 
pension input periods (PIPs) ending after 6 April 
2011, and the further reduction to £40,000 for 
PIPs ending after 6 April 2014, will inadvertently 
catch some individuals who have one-off spikes in 
pension accrual. For example, an individual may 
make sizeable contributions because in one year 
they make a large profit or receive a large bonus. A 
member	of	an	Occupational	Pension	Scheme	may	
find that they have breached the Annual Allowance 

continued overleaf

The Lifetime 
Allowance 
applies even 
if you’re in a 
Pension scheme 
that you don’t 
make payments 
into.



Wise Words: Winter 2013

as a consequence of a promotion that results in a 
pay rise. In recognition of this, from the tax year 
2011/2012, the Government introduced a three year 
carry forward rule. This rule allows individuals to 
make occasional large pension savings without 
incurring an Annual Allowance charge, by carrying 
forward any unused Annual Allowance from the 
pension input periods ending in the three previous 
tax years to the current year.

Key points to note

•	 	In	order	to	make	use	of	any	unused	Annual	
Allowance the individual must have been a 
member of a registered Pension Scheme at some 
point during the tax year they are carrying forward 
from. But it is not necessary for the individual to 
be an active member of the scheme in that year. 
Nor does the amount carried forward have to be 
paid into the same pension arrangement.

•	 	Annual	allowance	is	used	up	in	a	strict	order.	The	
Annual Allowance for the current year is used up 
first. Then the carry forward of unused Annual 
Allowance, using the earliest carry forward year 
first and so on.

•	 	If	one	of	the	previous	three	years	has	an	input	
amount of more than £50,000 then that excess 
is treated as using up any amount of available 
Annual Allowance from the preceding year(s) 
first and this will reduce the available Annual 
Allowance to be carried forward to the current 
year.

•	 	However,	the	position	for	the	tax	years	2008/09,	
2009/10 and 2010/11 is different. When the 
pension input is greater than £50,000 in 2009/10 
and/or 2010/11 tax year this excess will not use 
up any amount of available Annual Allowance 
from a preceding year.

•	 	HM	Revenue	&	Customs	have	provided	a	carry	
forward calculator.

•	 	From	6	April	2014	when	the	Annual	Allowance	
drops to £40,000, it should be noted that for tax 
years 2011/12, 2012/13 and 2013/14 the amounts 
available for carry forward will still be based on 
£50,000 with all other standard rules applying 
accordingly.

Carry forward to tax year 2013/2014

If the individual has used up all their Annual 
Allowance for the 2013/2014 tax year, they will be 
able to carry forward any unused Annual Allowance 
for the three previous tax years 2010/11, 2011/12 
and 2012/13.

•	 	For	each	year	prior	to	2013/14,	it	is	assumed	that	
the Annual Allowance was £50,000.

•	 	Pension	input	amounts	in	excess	of	£50,000	in	
the 2011/12 and 2012/13 tax years will use up 
some or all of the unused Annual Allowance in the 
preceding year(s).

Use it or lose it !!!!!!!

It is undoubtedly a great time to get a mortgage 
as interest rates remain low and property 
prices appear to be on the increase. However, it 
does remain a challenge to secure borrowing, 
particularly if your income is made up of 
unconventional sources. 

Likewise, many self-employed people often find 
it difficult to obtain a mortgage. 

We have recently managed to secure a 
mortgage offer for a client who had a healthy 
income, so affordability was not an issue, but 
they had only recently become self employed, 
so we had no accounts to provide to a lender. 

The lender in question was happy to assess the 
application based on the Guarantor’s income, 
but the mortgage was secured in the name of 
our client, who is ultimately responsible for 
servicing the mortgage. The Guarantor was not 
named on the mortgage and merely sits silently 
in the background which gives the lender peace 
of mind.

The plan for the future is to remortgage the 
property (removing the Guarantor) when the 
client’s business has become established and 
we have at least 2 years accounts.

Understand the difference between a Lifetime &  
Annual Pension Allowance?? continued

Want a Guaranteed Mortgage, yet just 
become Self-employed?…
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Vitality - keeping healthy is rewarded by award 
winning insurance!

How would you feel about plans that help to protect 
you against the financial impact of death, serious 
illness and injury, yet  also include a healthy living 
programme, which  gives you a range of rewards 
and incentives to encourage you to look after your 
health.

Pay lower protection premiums in the first year

This gives you upfront discount on your standard 
protection premium.

•	 	If	you	want	cover	for	a	fixed	number	of	years,	
you’ll get an upfront discount on your protection 
premiums of between 5% and 20%. The longer 
your term, the bigger your discount.

•	 	If	you	want	cover	for	the	whole	of	your	life,	you’ll	
get an upfront discount of between 15% and 40%. 
The younger you are when you take your cover 
out, the bigger your discount.

It doesn’t matter how healthy you are today – 
everyone will get a discount from day one. It can 
help you get the cover you need, at a price you can 
afford.  

Keep your protection premiums low in future years, 
if you look after your health

If you engage with the healthy living programme, 
you could keep your protection premiums lower 
than the standard protection premiums.

•	 	If	you	make	no	effort	to	look	after	your	health,	
your protection premiums will go up by 2% each 
year.

•	 	If	you	make	a	small	effort,	your	protection	
premiums will only go up by 1% each year.

•	 	With	more	effort,	your	protection	premiums	will	
stay the same each year, so you keep your upfront 
discount.

•	 	With	enough	effort,	your	protection	premiums	
could even go down by 1% each year.

Get rewards

•	 	Vitality	Optimiser	gives	you	a	range	of	rewards	to	
keep you motivated.

•	 	You	can	get	a	free	cinema	ticket	every	week,	
half price gym membership, money off your 
mobile phone contract, and money off travel and 
holidays.

•	 	By	taking	some	simple	steps	to	look	after	your	
health, you could earn £50, £75 or £100 cash-
back every year.

•	 	The	more	you	do	to	look	after	your	health,	the	
more cash-back you could earn.

This means that you can get something back from 
your plan, even if you never claim.

The award-winning Serious Illness Cover helps 
protect you from the financial impact that a serious 
illness can have on your life. You can choose 
between Primary Serious Illness Cover - which 
covers 102 conditions - and Comprehensive Serious 
Illness Cover, which covers 166 conditions. 

If you’re diagnosed with one of the conditions 
that’s covered, they pay you a cash lump sum. The 
amount paid to you is based on the severity of your 
condition. 

For more information please contact us.

The healthier you become  
the more you get back… 
Life cover with a difference!

The more you do to look 
after your health, the more 
cash-back you could earn.
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You may be able to take the whole of your 
Pension as cash, whether your Pension is 
defined benefit or defined contribution. Taking 
cash in this way is called taking a ‘Trivial 
Commutation’ or ‘Trivial Lump sum’. 

Your scheme or provider does not have to offer 
you this option.

If you do have this option, you may be able to 
take the whole of your Pension pot as cash if:

•	 	You	are	opening	your	pot	or	taking	your	
pension from age 60; and

•	 	the	value	of	all	your	pension	pots	added	
together is under the minimum level set by 
the Government.

The Government announces the level at the 

beginning of each tax year. For the tax year 
2013/14 the level is £18,000.

However, if you have more than one Pension, 
but the value of any one is £2,000 or less, you 
may be able to take that Pension as cash as it 
would be too small to use to buy an income. 
This is the case even if the total value of all your 
Pensions would be more than the limit set by 
the Government.

For more information, please don’t hesitate to 
contact us.

Taking a small  
Pension as a cash 
lump sum

Why do 61% of UK adults not have a current Will? 
According to research conducted on behalf of 
Standard Life, the main reason is that they “have 
just not got round to it”.

Perhaps more worryingly, this was the reason given 
by over half of those aged between 55 and 64. A Will 
is important for everyone, whatever their wealth 
status. But in particular it should be a priority 
for this group of people nearing, or already in, 
retirement, who may have accumulated substantial 
assets and Pensions, and have children and 
grandchildren, they may want to look out for.

The last 2 months have seen initiatives by Charities 
and Solicitors to encourage individuals to write a 
Will – if you haven’t,  now maybe the perfect time  to 
finally get around to it.

•	 	October	saw	a	‘free	wills	month’,	and	gave		the	
over 55’s the chance to write a simple will for 
free, with the opportunity to leave a gift to their 
favourite cause.

•	 	November	saw	the	turn	of	‘Will	Aid’,	where	a	
charitable donation can be made in place of the 
solicitors fee.

The importance of having a Will should not be under 
played. Without one, the distribution of your ‘assets 

will be at the mercy of the intestacy rules. These 
rules are fixed, and not particularly contemporary, 
dating back to 1925 in England and Wales, and 1964 
in Scotland. They can, therefore, have undesirable 
results in terms of who gets what, and potentially 
unnecessary Inheritance Tax (IHT).

Top 10 reasons for writing a Will

A Will ultimately provides peace of mind. It can take 
care of the following situations which, if left to the 
intestacy rules, may not give a desirable result:

Have you got the Will?...

continued overleaf

A Will is important for everyone, 
whatever their wealth status. 
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1.  Where the spouse/civil partner does not 
necessarily inherit the house. For example, 
where the family home is not owned as 
joint tenants.

2.  Unmarried partners and dependants do 
not have an automatic right to inherit 
under intestacy. A Will ensures that they 
are not left in financial difficulty or even 
homeless.

3.  Those who have re-married and have 
children from an earlier marriage, who 
may not benefit under intestacy.

4.  To avoid unnecessary IHT. This may be the 
case where intestacy rules distribute the 
deceased’s estate to people other than 
their spouse, and this value exceeds the 
nil rate band.

5.  To manage assets for those who may be 
considered too young to inherit, or not 
trusted to manage for themselves. For 
example, creating Discretionary Trusts to 
look after assets for children.

6.  To appoint guardians to look after minor 
children.

7.  To avoid money going to a bankrupt or 
someone who may be in the process of 
divorce.

8.  To create a Trust for a dependant who 
cannot care for themselves.

9. Donations to favourite Charities.

10. To benefit individuals who are not related.

It should be noted that while the intestacy rules 
for Northern Ireland are similar to those for 
England and Wales, the position for Scotland is 
quite different and a Will may not always have the 
final word. For example, those with ‘legal rights’ 
under Scots Law could have a claim on ‘moveable 
property’ that is also mentioned in the Will. In 
this case, additional planning may be required to 
achieve the desired outcome.

...And how things can go wrong without one

Intestacy can prove adequate for some, but for the 
unwary, the results can be surprising.

For example, in England, a widow only inherits 
everything if her husband’s parents or siblings 
are no longer alive, or if the estate falls below a 
certain value. She could find her in-laws or her late 
husband’s siblings would be entitled to a share of 
the estate.

There are plans to bring these rules back into the 
21st century. A modernisation of the intestacy 
provisions for England & Wales and simplification of 
certain inheritance rules to more closely reflect the 
reality of families today is around the corner.

Under the proposals the widow(er) would always 
inherit everything if there are no children. It shifts 
the balance back in favour of the widow(er) and 
away from the parents and siblings of the deceased.

This could have a positive impact on UK married 
couples without children.

However, there are no changes to be made which 
would see this modern approach extended to co-
habiting couples. The Government has rejected the 
Law Commission’s recommendation that unmarried 
couples should be treated in the same way once 
they had been living together for a set period of 
time.

Despite these future potential changes, the best 
route is to take control and follow the advice in the 
Law Commission Report.

Have you got the Will?... continued

We work closely with professionals 
who specialise in this area, so 
please do not hesitate to contact 
us about Wills or Trusts, should 
you need further information! 

A widow only 
inherits everything 
if her husband’s 
parents or siblings 
are no longer 
alive, or if the 
estate falls below 
a certain value. 
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When and what are the changes?

As you may be aware, the Government has 
introduced a new initiative called Auto Enrolment, 
whereby all UK Employers have to provide a 
workplace Pension for their staff.

The	new	regime	came	into	force	in	October	2012	
with the very largest Employers and is gradually 
being rolled out to cover all Employers by 2018.

Every UK Employer who employs at least one person 
will be legally obliged to:

	 •	 	Set	up	and	register	a	Pension	Scheme	
suitable for automatic enrolment

	 •	 	Automatically	enrol	certain	workers	
(known as ‘eligible jobholders’) into that 
pension scheme

	 •	 	Arrange	membership	of	a	pension	
scheme for certain workers

	 •	 	Make	contributions	for	eligible	
jobholders and certain other workers

	 •	 	Manage	the	automatic	enrolment,	
joining and opt out process

	 •	 	Provide	specific	information	to	Workers,	
Pension Scheme providers and The 
Pensions Regulator (TPR)

	 •	 	Keep	records	of	how	they	have	fulfilled	
and continue to fulfil their duties.

What impact will these changes have on me as an 
Employer?

Unfortunately doing nothing is not an option, as 
the introduction of these new Employer duties will 
at the very least require a review of any existing 
Pension arrangements as Employers will be 
required to ensure that existing arrangements are 
compliant with the new legislation. All schemes 
must be registered with The Pensions Regulator and 
failure to comply will result in substantial fines. 

It may be a number of years until you have to 
comply with the new regulations however a 
little planning now can help you decide how to 
implement these changes. 

We have devised a very cost effective service, which 
will guide Employers through the stages required to 
make sure they comply with Auto Enrolment in the 
most cost effective manner possible. 

New Pensions Legislation  
affecting Employers

We are seeing more and more mortgage 
applications declined for issues on client’s 
Credit Reports, so in order to safeguard the 
chances of securing borrowing, we are asking 
all clients to obtain their reports prior to 
submitting a mortgage application.

One	thing	we	are	finding,	is	the	credit	score	
from a company such as Experian, is merely 
their interpretation of an individual’s report and 
means nothing to a mortgage lender, it is the 
content of the report that is key, not the score.

Recently we have seen several examples where 
clients with ‘high’ credit scores are getting 
initially  declined for mortgages, due to issues 
such as  information that has been registered in 
error.

Credit Score – the myth!

It may be a 
number of years 
until you have to 
comply with the 
new regulations, 
however, a little 
planning now 
can help you 
decide how to 
implement these 
changes. 

If you require any further information, 
regarding your staging date and options 
available, please do not hesitate to 
contact us.
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We hope you find this a useful and informative 
read. With our constant strive for excellence in 
customer service we always appreciate to hear 
your feedback, whether good or bad.

 

!

If you would like to 
receive the newsletter via 
email, please email us at: 
enquiries@atawny.co.uk

Morris Turner is on his deathbed, knows the end is 
near, with him is his nurse, his wife, his daughter 
and two sons. “So”, he says to them:

“Bernie, I want you to take the houses in White 
Chapel.”

“Sybil, take the apartments overlooking the Houses 
of Parliament.”

“James , I want you to take the offices over in  the 
City Centre .”

“Sarah, my dear wife, please take all the residential 
buildings in Chelsea .”

The nurse is just blown away 
by all this, and as Morris slips 
away, she says, “Mrs Turner, 
your husband must have been 
such a hard working man to have 
accumulated all this property”

Sarah replies, “Property?… you 
must be joking he had a paper 
round!” 

Keeping it Lite!   

Leaving assets to the Family
Independent Financial 
Advisers specialising in:

•	Financial Planning
•	Pre & Post Retirement Planning
•	Inheritance Tax Planning
•	Business Protection
•	Life Assurance/Income Protection
•	Mortgages/Buy to Lets/Re-mortgages
•	Commercial Mortgages/Loans
•		Equity Release/Home Reversion 

Schemes
•	Lifetime Mortgages
•	Investment Planning
•	Pension Planning

Helping you plan the  
future you want


