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HMRC increases the spotlight on potential abuse of overseas
transfer system

08/12/2011

The Government has revealed a series of new measures to highlight any potential abuse of the QROPS (qualifying
recognised overseas pension scheme) system which allows pension savers to transfer their pension schemes overseas.
The new rules will come into force from 6 April 2012.

The QROPS system was designed to allow individuals permanently living overseas to transfer their UK pensions to a
pension based in their new country of residence. It was meant to limit individuals to lump sum and pension benefits which
are broadly equivalent to the benefits that would have been available to them had they left their pension in the UK.

Since the system was introduced some QROPS arrangements have been promoted as an opportunity to avoid tax with
alleged promises of access to 100% of the pension scheme as a tax free lump sum.

The changes announced by HMRC include requirements for:

e The transferring saver to provide more detailed information ahead of the transfer, including a declaration that they
understand the potential for significant tax penalties.

e The UK scheme to pass this information, and more, to HMRC inside 30 days of the transfer taking place. Under the
old rules only limited information was reported to HMRC and it could be up to 21 months before HMRC were notified
of a transfer.

e The overseas scheme to report all lump sum payments made from their scheme in the 10 years following the
transfer. The old rules only required reporting if the individual had lived in the UK in the last 5 tax years. If an
individual had left the UK over five years before the transfer took place there was no requirement to make any report
to HMRC.

e The overseas provider to provide more information about their scheme and the individuals running the scheme.
HMRC will now be able to, for example, request the names and addresses of the directors of the QROPS provider.

In addition, the QROPS itself must comply with new requirements to receive HMRC approval. Any tax exemptions offered
by the QROPS to non-residents must also be available to residents.

Gareth James, Technical Marketing Manager at A J Bell, said “HMRC has made it clear that it intends to introduce these
rules to deal with abuse of the QROPS system. The new reporting requirements will provide HMRC with the granularity it
needs to immediately identify transfers it suspects are being made for what it considers inappropriate reasons.

James continued, “It will be interesting to see how the new rules impact on the number of QROPS transfers. If we see
a significant reduction it will provide HMRC with an idea of the number of transfers which have been made in line with
the Government’s original intentions for the QROPS regime, and also the extent of the abuse of the system since it was
introduced in 2006.”
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Pictures available by contacting claire.juckes@ajbell.co.uk.
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A J Bell was formed in 1995 and is one of the largest providers of low cost, online investment platforms and stockbroker services in the
UK, with assets under administration exceeding £15 billion and more than 55,000 clients. It also provides third party SIPP administration
services for Barclays Stockbrokers, Halifax Share Dealing, Skandia and T D Waterhouse.

A J Bell is owned by its management team and two institutional investors in Invesco Perpetual and Midas Capital Partners (retail funds).

Our customer proposition — Market leading, low cost, transparent, service, value, choice, leading functionality, integrity, award winning.

Our business — Market leaders, growing, innovative, own intellectual property, profitable, stable, we don’t provide advice or investment
management.
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A J Bell includes A J Bell Holdings Limited and its wholly owned subsidiaries
A J Bell Management Limited, A J Bell Limited and A J Bell Securities Limited. c Company VAT
ompany Number Number

A J Bell Management Limited is authorised and regulated by the Financial

Services Authority and is the scheme administrator of all A J Bell's Self Invested . L

Personal Pensions (SIPPs). A J Bell Securities Limited is a member of the A J Bell Holdings Limited 4503206 8335478 13
London Stock Exchange and is authorised and regulated by the Financial

Services Authority. It is the plan manager for all of A J Bell's Individual Savings A J Bell Management Limited 3948391 759 3531 03
Accounts (ISAs) and provides A J Bell's Dealing Accounts.

Sippdeal, Sippdealxtra and Sippcentre are platforms provided by A J Bell A J Bell Limited 3091664 639 0316 44

Management Limited. AJ Bell Platinum SIPP is provided by A J Bell Management

Limited. A J Bell Platinum SSAS is provided by A J Bell Limited. . _—
P Y A J Bell Securities Limited 2723420 918 4226 21

The companies listed in the adjacent table are all registered in England and

Wales at Trafford House, Chester Road, Manchester M32 ORS.



