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Tax, its that simple
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The emergency budget introduced several interim measures with further consultation planned.

On the changes to the tax treatment of death benefits and the requirement to take benefits at age 75 a new approach is
needed.

The Government has proposed many changes:

* No formal requirement to take benefits from a pension scheme at any age, although any benefits remaining
uncrystallised after age 75 will be subject to tax charges.

» Alternatively Secured Pension (ASP) will be abolished and individuals currently in ASP will fall into the new regime,
but only from 6 April 2011.

*  Unsecured Pension (USP) will be split into capped drawdown and flexible drawdown.

o “Capped drawdown” will be broadly similar to the current USP as we know it but it will not necessarily have the
same maximum income limit.

o Under “flexible drawdown” individuals will be able to draw unlimited amounts from their pension scheme subject
to being able to satisfy a Minimum Income Requirement (MIR). Lump sums taken under flexible drawdown will be
taxable at the individual’s marginal rate of income tax.

* Auniform tax charge of 55% will be applied to lump sum death benefits paid from pensions in drawdown, and to
benefits that have not been put into drawdown where an individual is over the age of 75. This will replace the 35%
tax charge currently applied to USP lump sum death benefits, and the (up to) 82% tax charge applied to residual ASP
funds.

It is the uniform tax charge that is attracting most of the headlines.

A J Bell has argued long and hard that the existing ASP tax rules represent cliff edge tax policy that is simply unfair. With
no tax on death on pre crystallised funds and a 55% charge on crystallised funds a cliff edge remains.

If fairness is a key driver for change why not introduce a simple charge to tax on all residual pension funds irrespective of
the age and vested status of the client of say 20% — 25%7

Alternatively, establish a new Compulsory Crystallisation Age (CCA). This will be the back-stop for crystallising benefits
and could be anything from 75 to 80. The tax charged on lump sum death benefits could then be:

* 0% from uncrystallised funds,
«  35% from crystallised funds before the CCA,
*  55% from crystallised funds after the CCA.

The current inheritance tax treatment of lump sum death benefits paid in USP should apply irrespective of whether the
member is younger or older than the CCA.

These changes can be implemented without pain to the treasury and there is little doubt that they would be fairer for
clients and easier to understand.
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AJ Bell is continuing to grow rapidly in challenging capital markets. Invesco Perpetual and Midas Capital own 37% and 10% respectively
of the share capital, the remainder being owned by Andy Bell and the management team.

Established in 1995, A J Bell specialises in providing administration, trustee and actuarial services for SIPP and SSAS.

A J Bell is now the largest privately owned provider of self administered pensions and stockbroking services in the UK, with in excess of
44,600 individual SIPPs and assets under administration exceeding £12.6bn. It also provides third party SIPP administration services for
Barclays Stockbrokers, Halifax Share Dealing, Skandia and TD Waterhouse.

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.

Research by CoreData Research places Sippcentre alongside Standard Life as advisers’ two most preferred SIPPs.
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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. Company Company Number VAT Number

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

A J Bell Securities Limited is a member of the London Stock Exchange and is authorised and A J Bell Holdings Limited 4503206 833 5478 13
regulated by the Financial Services Authority. o
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AJ Be!l Platinum SIPP is prowded by A J Bell Management Limited. A J Bell Platinum SSAS A J Bell Limited 3091664 639 0316 44
is provided by A J Bell Limited.
The companies listed in the adjacent table are all registered in England and Wales at Trafford A J Bell Securities Limited 2723420 018 4226 21
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