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Date: 26 November 2007 

Dear Julie & Guy,

BURN Investment Scheme
Further to my recent email, I write as promised regarding your self administered scheme with some investment planning ideas. 
Unlike a SIPP, a self administered scheme puts you in total control over investment policy, operation and how benefits are paid to you. You both have a considerable number of years to retirement and these schemes are an ideal way to shelter taxable profits from the business and to act as a haven for building long term funds tax efficiently.

Contributions

Nikki Spoor advises you of appropriate contribution rates having regard to the tax position of the business. Contributions do not need to take the form of cash from your business to be tax deductible, they can be in the form of an asset (or share of an asset) which you business may own. For example, if you are engaged in work which involves copyright or trademark, such assets could be contributed to the scheme and should qualify for tax relief against the businesses profits for that year. 

Licences, designs, image rights and other such instruments that have a measurable value and are not considered depreciating can all be invested in your scheme on a tax efficient basis. 
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Investing- General Points
As you know we do not give investment advice, however I can advise what you can and cannot invest in.  I attach a summary on this but broadly speaking you can invest in anything other than residential property, things you can “touch and move” e.g. fine art, wines, cars, etc..  and loans to you personally or anybody connected to you. 

Presently your trustee bank accounts on the money market yield on average 5.85-6.15% AER, depending on the length of term. Your objective as fund managers of your own scheme is simply to out perform inflation and therefore increase in real terms the value of investments. You are achieving this through you present “investment policy” as simple as this may appear. If you wish to obtain some investment ideas on regulated products .e.g. stocks and shares, I can put you in touch with a panel of financial advisors who will give you their take on current investment thinking and strategies. 
Shortly, leading investment managers will be invited to contribute an article on current market trends as part of our quarterly newsletter series, please take the time out to read it as it will give tips and ideas on subjects as diverse as shares in Tesco to gold stock and trading in coffee for novice investors! We receive no commission or reward from any referrals made to these investment managers, this forms part of our service to you. 

Residential Property Investing

Strictly speaking you cannot invest in residential property either directly or indirectly. However, as a pension specialist there are some holes in the regulations that we make full use of for our clients. Your scheme can make a loan to a company (that you control) which can use those funds to invest in residential property. The loan must be on commercial arms length terms and would have to be repaid by the end of the loan term. 
Your scheme can also invest directly in land and off plan residential developments in the UK or overseas but must dispose of the unit (either sold to you or sold to a third party) before the major works are completed. If you wish to explore this area further please let me know. 
Cashflow to your business

Cashflow is considered a form of investment as the pension scheme earns interest on the loan made. There may be times when short term cash-flow is required for your business. Your scheme can assist in this regard up to a maximum of 50% of the net value of the scheme’s assets. We have a model loan agreement that can be easily adopted for this purpose. BURN will need to pay a commercial rate of interest to your scheme, however this would be a more preferable option to paying interest to the bank.
I have written to you previously on your other pension benefits and confirm that those funds may be used as a means of gearing cash-flow to the Company, please let me know if you wish to explore this further.
I trust that these points give you a flavour of the options available. If you wish to discuss any of these items please do not hesitate to get in touch.
Kind regards

Yours sincerely

Gavin McCloskey

For Pension Practitioner .Com 


c.c. Nikki Spoor –White Hart Associates

