Chartered Financial Planners

On the lookout for LISA

Will next year’s Lifetime ISA be a real pension alternative?

The rumour machine that operates before each year’s Budget went into overdrive in 2016. First there was
a steady flow of stories about changes to pensions that would see flat rate tax relief replace full income
tax relief on pension contributions. Then, shortly before the Budget, there was a widely covered unofficial
statement that the Chancellor had decided to make no changes. As it turned out, both rumours had an
element of truth.

The good news is that full tax relief on pension contributions remains available for now, but Mr Osborne
did not completely abandon tax reform of retirement savings. In a surprise move he announced the launch
of the Lifetime ISA (LISA) from April 2017, which will only be available to the under-40s.

How LISA will work

The LISA will give investors a 25% government bonus on their contributions, up to an annual maximum of
£1,000 (this being the amount of bonus payable on the maximum investor contribution of £4,000 a year).
That's the equivalent of 20% basic rate tax relief. No bonus will be paid once an investor has reached o =
age 50. Provided the LISA has been held for a minimum of 12 months, the investor can use the funds to In thls iIssue:
buy a first home, or withdraw them from age 60 and use the funds towards retirement or for any other S ' )
purpose. As with existing ISAs, LISA investments will be free of UK tax and all withdrawals will be tax free,
but the LISA bonus is lost and a 5% charge will apply if the funds are withdrawn before age 60 and not === rrrrrrreeeeee e
used for first house purchase.
Many commentators made the observation that the new LISA looked remarkably similar to ideas for
a Pension ISA which were floated by the Treasury last year. Some also saw LISA as a stalking horse for ~ -oooe et
pension tax reform. It is not beyond the realms of possibility to imagine the LISA being made available to
all investors in some future Budget, and tax relief on pension contributions being replaced by the LISA's  «ovoheeeee b

25% bonus.

In other words, the survival of higher rate relief may have been just a stay of execution...
The value of tax reliefs depends on your individual circumstances. Tax laws can change. The Financial

Conduct Authority does not regulate tax advice. The value of your investment can go down as well as up

and you may not get back the full amount you invested. Past performance is not a reliable indicator of

future performance.

The Woodham Partnership Limited Managing Director The Woodham Partnership Limited is an appointed
51 Trinity Row Ray Galbally FPMI FPFS representative of The On-Line Partnership Limited
South Woodham Ferrers which is authorised and regulated by the Financial
Chelmsford . Conduct Authority.
Essex CM3 5DE

sgm m,%’
tel: 01245 329333 & s

e-mail: info@twp-ifa.co.uk
web: www.twp-ifa.co.uk.

(g S
"'4Rn?~"’

All figures and data contained within the document were supplied by Taxbriefs and were correct at the time of writing

This newsletter is for general information only and is not intended to be advice to any specific person. You are recommended to seek competent professional
advice before taking or refraining from taking any action on the basis of the contents of this publication. The FCA does not regulate tax advice, so it is outside

the investment protection rules of the Financial Services and Markets Act and the Financial Services Compensation Scheme. The newsletter represents our
understanding of law and HM Revenue & Customs practice. © Copyright 17 May 2016. All rights reserved













