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This issue sees  
the announcement 
and confirmation 
of the date for our 
Spring Conference 
2015. The event  
will be held on 
Monday 11th May 
next year – further details can 
be found on the last page.

This month’s issue has some 
very interesting articles – not 
least the one opposite, which 
considers the validity and 
opportunities with regards 
to QROPS, in the light of 
proposed recent UK pension 
legislation changes.

There are also a number of 
illuminating investment 
market overviews and a 
couple of specific fund profiles.

A short summary on an area 
of Behavioural Finance is 
an excellent example of the 
importance of this subject 
to all advisers – and a great 
prelude to a session on 
these matters that will take 
place at next year’s Spring 
Conference.

Finally there is an overview of 
“non-standard” or “esoteric” 
investments and their use in 
pension planning; plus the 
stance that the UK’s FCA is 
presently taking in this regard 
- perhaps as an insight into 
where other regulators might 
follow.

Regards
                       Paul
Paul Stanfield - CEO
Mob: +44 (0)7875 219462
Email:  pstanfield@feifa.eu 

QROPS still very viable for 
many expats

Issue 57 November 2014

The Taxation of Pensions Bill confirms QROPS will receive the same payment flexibility as 
UK pensions. Jon Greer, Financial Planning Expert at Old Mutual Wealth, examines the 
present situation.

Following the publication in the UK 
of the Taxation of Pensions Bill, and 
Pension Flexibility 2015 paper, some 
confusion has arisen regarding 

the impact this will have on QROPS. This 
article explains the position and confirms 
that QROPS will have the same payment 
flexibility as UK pensions when the new 
rules come in to play on 6th April 2015.

The Taxation of Pensions Bill was 
recently presented to the House of 
Commons. It provides for the various 
new ‘pension flexibilities’ for money 
purchase schemes reported in the 
Budget 2014. One of the new changes 
is that, from 6th April 2015, pension 
holders will be able to access their 
pension funds as and when they like 

without restriction, including a new type 
of payment known as an ‘uncrystallised 
funds pension lump sum’.

In the Pension Flexibility 2015 paper, 
HM Revenue and Customs (HMRC) 
clarified the intention to make provision 
for this new ‘uncrystallised funds 
pension lump sum’. The reference to 
QROPS in this paper caused confusion, 
with some assuming it meant a change 
in the way the QROPS lifetime allowance 
is calculated, resulting in a detrimental 
impact on QROPS. However, the 
reference to QROPS is merely ensuring 
that uncrystallised funds pension lump 
sum is covered by the current payment 
rules for QROPS.

Level playing fields
The payment of benefits from QROPS 
is not a benefit crystallisation event for 
the purpose of the lifetime allowance, 
but certain payments do refer to 
the available lifetime allowance to 
determine whether they can be paid 
and in what size. The new uncrystallised 
funds pension lump sum has a condition 
that there must be sufficient available 
lifetime allowance and consequently 
has been inserted into the relevant part 
of these rules. 

The amendments made by the 
Taxation of Pensions Bill helps to create 
a level playing field between QROPS 
and UK pension schemes from April 
2015. It does not mean there is a change 
to the current treatment of payments 
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Turning Japanese
Active management balances seismic demographic shifts. The thoughts of Matthew Addison, Managing Director, 
Platinum Capital Management Limited.

These past few months have welcomed investors 
with a return of day-to-day market volatility.  
This increase was most evident in currency 
markets, but also echoed in short-end interest 

rates and equity markets. September included six days 
where the dollar (versus a basket of global currencies) 
moved by more than 40 basis-points, in contrast to  
only one such day in the preceding three months. Dollar-

sensitive investments slumped throughout the month, 
illustrated by the MSCI Emerging Markets equity index 
dropping nearly 8%. As for monetary policy, QE liquidity 
provision expectations are highest for the ECB, replacing 
the stimulus-pumping Fed. Asian fiscal and monetary 
stimulus continues, mainly offsetting lukewarm private-
sector activity.
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from QROPS.

How QROPS payments 
are calculated:
Once the transfer to the QROPS is 
complete, the cash value of the 
fund transferred is ring-fenced in 
the QROPS scheme and is referred 
to as the “member’s UK tax-
relieved fund”. This is important if 
the individual triggers the ‘5 year 
rule’, because any payment from 
the QROPS deemed to come from 
the member’s UK tax-relieved fund 
must meet the authorised payment 
rules that apply to UK registered 
pension schemes, otherwise unauth-
orised payments’ charges may arise.

For example, the conditions which 
apply to a pension commencement 
(tax-free cash) lump sums are:

1)  The lump sum must be connected 
to an entitlement to a pension 
benefit.

2)  The member has not used up 
all their lifetime allowance.

3)  The member must have 
reached normal minimum 
pension age.

4)  The maximum amount that 
can be paid is 25% of the 
fund or 25% of the members’ 
available lifetime allowance, 
whichever is the lower.

The last condition is the important 
one here. Clearly the member will 
have used up lifetime allowance 
on transfer to the QROPS even 
though they have not physically 
taken any benefits. So that 
members of QROPS are not treated 
unfairly compared to members of 
UK registered pension schemes, 
schedule 29 FA04 (that covers the 
lump sum rules) is amended for 
QROPS schemes so that the deemed 

benefit crystallisation event 8  (BCE8) 
is ignored. 

For example, if an individual used 
up 80% of their lifetime allowance 
as a consequence of a transfer to 
a QROPS (BCE8) they would be 
left with only 20% of their lifetime 
allowance from which they could 
only take a tax free lump sum 
of 25% of that remaining 20%. 
Clearly this would be unfair so for 
the purpose of determining the 
maximum amount of tax free cash 
that can be paid under the QROPS, 
the deemed BCE8 is ignored. This is 

how it has worked for a number of 
years now.

The amendments made in the 
Taxation of Pensions Bill ensure 
that uncrystallised funds pension 
lump sums also benefit from this 
treatment so that they are not 
limited by the deemed BCE8.
 
Still a viable option
QROPS continue to be attractive 
for people who are emigrating 
from the UK and wish to take their 
pension savings with them. There 
are clear advantages for individuals 
who would be at risk of reaching 
the £1.25m lifetime allowance 
(LTA) if their benefits remained  
in a registered pension scheme. 
Once funds are held in a QROPS, 
they can grow above the LTA limit 
in the future, without this growth 
being subject to the 55% LTA excess 
tax rate.  

There are a number of factors 
which will determine whether a 
transfer to a QROPS will be in an 
individual’s best interest. However, 
the Taxation of Pensions Bill has 
not changed the fact that QROPS 
continue to be a viable option.

For further information contact 
David Matthews -  
david.matthews@royalskandia.com 
or tel +44 (0)1624 655555.
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