
By Jeremy Hoyland

Welcome to the first edition of the Wire
in 2021. 

As the world searches for answers about how
our lives will reshape to optimise a future

which in many ways will differ from the past, I remain both
enthused and energised that the vibrancy and creativity of the
human spirit will without doubt, build a future that is even
bigger and better than the past. Some old industries may be
failing, but others are reinventing themselves and new ones are
rising just as quickly, “creative destruction” as described by
economist Joseph Schumpeter back in 1942. 

I write at a time when lockdown restrictions are still in full
force in the UK and new strains of COVID have been and are
continuing to be discovered. COVID is stealing the headlines; it’s
true to say we also face challenges over trade and services with
Europe following Brexit, climate change as an omnipresent huge
global issue and geopolitical tensions abound, especially over
relations between China and the western world. 

The discovery of new strains of COVID is perhaps capping our
optimism around the speed of emerging from lockdown over
the coming months, but as vaccinations are now rapidly being
rolled out in the UK, and across the world in due course, we
can begin to see how a future of living and working alongside
COVID in a managed way will unfold. The incredible combined
focus of scientists, technology, private capital and governments
I believe will ultimately ensure a rewarding new normal, and
indeed glimpses of that are already emerging. 

“Back to the future” was a phrase we shared a little less than
12 months ago and that looks to be a journey already on its
way, accepting that major challenges and dislocations will arise
and that human creativity will no doubt need to continue to be
deeply drawn upon over the coming months and years. 

At HFMC, we always aim to have each of you in mind when we
are appraising the implications of these changes, translating
complex and rapidly changing news flows to provide you with our
best advice, both immediate and strategic, through our adviser
teams and our publications. In this issue of the Wire, we have
carefully produced articles relevant both to current events and to
some other key aspects of financial planning. Topics include:

• The top impacts around COVID and climate change as discussed
at the World Economic Forum at the end of January 2021.

• What the forthcoming Budget of 3rd March may hold in store. 

• Pointers on some actions to take before the fast-approaching
end of tax year.

• The risks of holding cash long term.
• A useful perspective on pension planning. 
• A case study on helping a client succeed with a major critical

illness insurance claim.
• A brief guide to non-executive directorships.

Growing to better serve you, our clients. 
In February, Emma Clarke joined our growing investment team
as an Investment Manager. Together with Finlay Holland who
joined in the middle of last year, Emma coming on board will
help ensure seamless continuity in our team as James Tuson
takes over from Rob Pemberton, who is retiring after 14
amazing years with us. James and Rob, who have worked
together for the last 13 years have also known Emma for the
last 10 and are delighted to welcome her to the team. 

Emma is a highly experienced and award-winning fund selector
with over a decade of experience in investment management.
She has most recently been working as the Head of Fund
Research at Beaufort Investment Management where, amongst
other achievements, in 2020 she was nominated for the Money
Marketing Best Discretionary Fund Manager and Citywire Regional
Stars South East awards, as well as winning the Money Marketing
Best Discretionary Fund Manager and PAM Top 40 Under 40 in 2019. 

We also welcome Paul Short as a Private Client Director and
Glenys Gray in a Technical Assistant/Administrator role. Paul is
a highly experienced Chartered financial adviser with a 40 year
history of delivering complex retirement and wealth
management solutions to HNW & UHNW
clients, predominantly city executives
and lawyers at London based
Magic Circle firms. Paul and
Glenys have worked together
for over 25 years, both at
Coutts and more recently
at Deutsche Bank, and
we are delighted that
they have decided to
join us. We extend a
very warm welcome
both to them and
to their clients
where we promise
the very best of
independent advice
both for now and
into the future.

Jeremy Hoyland

The Wire Spring 2021

Optimism for the Future
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By Marc Ruse

With the spring Budget fast approaching, it
will be interesting to see what the
chancellor, Rishi Sunak, has in store for high
earners.  

The Budget comes at a difficult time for the UK economy due
to Covid-19 and Britain’s departure from the European Union.

Figures published by the Office for Budget Responsibility (OBR)
have suggested that borrowing could increase to £372.2 billion
in the financial year ending 5 April 2021, slightly higher than
the Institute for Fiscal Studies’ (IFS) forecast of £350 billion.

So, with a giant black hole in the public finances, Sunak has to
perform a delicate balancing act. He is under pressure to raise
revenue to pay for wide-ranging coronavirus support measures,
without being seen as unnecessarily raising taxes to plug the
nearly £400 billion public finances hole.

Here are seven things the chancellor could change in his
forthcoming Budget.

1. Equalising Capital Gains Tax and Income Tax rates 

Capital Gains Tax (CGT) is an area ripe for reform,
especially after the recent recommendations by the Office
of Tax Simplification (OTS). In its review, the OTS
recommended a levelling up of CGT rates to bring them
more in line with Income Tax rates.

As we wrote in the last edition, any gain you currently
make on the disposal of most assets (with no adjustment
for inflation) is added to your income to determine the
rate of tax which will apply. This is currently:

• Basic rate: 10% on non-residential assets and 18% on
residential property

• Higher and additional rate: 20% on non-residential assets
and 28% on residential property. 

If the government aligns CGT and Income Tax rates as part
of a package of reforms, you could pay 20%, 40% or even
45% tax on gains. It’s worth noting here that people who
pay CGT are twice as likely to be higher-rate taxpayers
than those who do not.

If you are in the process of selling certain assets, you
should consider using your CGT allowance of £12,300 for
the 2020/21 tax year, and perhaps even crystallising larger
gains to pay CGT at the current, historically low, rates. 

Gifting assets with taxable gains to a child or grandchild is
another way of using current allowances and rates.

2. Will the Stamp Duty deadline be extended?  
The announcement of a Stamp Duty holiday last July led to
a mini boom in the UK property market. According to
Zoopla, the tax break resulted in 100,000 more
transactions in the pipeline than normal.

The Stamp Duty holiday is due to end on 31 March. Despite
some calls for the chancellor to extend the tax break, it
looks likely that the holiday will end, as planned, at the
end of March. 

While the holiday has boosted the housing market, it has
also cost taxpayers an estimated £3.3 billion. 

For this reason, and because, according to a Treasury
spokesperson, “it’s time-limited nature is what has
encouraged people to take advantage of the scheme,”
Sunak is said to be determined to ignore calls to prolong it. 

If you are currently going through a house purchase, it might be
worth accelerating the legal process to meet the March deadline.
Missing it could cost you up to £15,000 in additional tax.

7 things the chancellor might
change in the spring Budget –
and what they mean for you
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3. Corporation Tax increases – but perhaps only for
larger businesses 

Last April, it looked like the chancellor would cut
Corporation Tax from 19% to 17%. In the current climate,
this dream seems a long way off. Instead, it’s possible that
Sunak could increase Corporation Tax to between 22% and
24%. 

While this might not seem supportive of many businesses
who are struggling in the pandemic, the chancellor could
limit the rise to larger companies that have fared well
during recent months.

4. Inheritance Tax reform 

Inheritance Tax (IHT) has been on the government’s agenda
for a while and it’s quite possible there could be reforms in
this Budget.

The most likely change would be a reduction in the
thresholds for the nil-rate and residence-nil rate bands, or
a cut in the amount that you can give away during your
lifetime. For example, the chancellor might place a
“lifetime limit” on gifts. There could also be changes to
Agricultural Relief and Business Relief.

If you have a potential IHT liability, then you should make
any gifts (and use any allowances and exemptions) while
they are at their current level. Changes to IHT are unlikely
to make tax breaks more generous – and any reforms could
come into effect in the 2021/22 tax year – so it could pay
to act quickly.

5. Reduced tax relief on pension contributions  

In recent months there has been a lot of speculation that
the chancellor could reduce the tax relief available on
pension contributions for higher earners. As it stands, it’s
possible to benefit from up to 45% tax relief on pension
contributions up to £40,000 per year. 

If your threshold income is over £200,000, or your adjusted
income is over £240,000, your Annual Allowance will be
reduced by the taper.

Sunak could either reduce tax relief to the basic-rate level
of 20% for everyone, or create a new, flat rate of tax
relief, perhaps at around 30%. In either instance, if you’re
a higher or additional-rate taxpayer then it’s likely you will
lose some valuable tax relief. The chancellor could also
further restrict the Lifetime Allowance.

Again, these changes could come into force as soon as
April, so you should consider maximising family pension
contributions at the current rates of tax relief, and
fully utilising any unused allowance from the
previous three years.

6. A rise in National Insurance contributions 

While the Conservatives pledged in their
manifesto not to increase National Insurance
contributions (NICs), there are two groups
who could be hit by higher NI bills this
Budget:

• High earners: There is already an additional
2% NIC rate for higher earners, so the
chancellor could introduce another even
higher rate, or increase the rate from 2%.

• Self-employed workers: While Philip
Hammond’s attempt to raise NICs for self-
employed workers failed back in 2017, the
current chancellor has made it very clear that
he believes self-employed and employed

workers should pay the same tax. Last March Sunak said:
“If we all want to benefit equally from state support, we
must all pay in equally in future. There is currently an
inconsistency in the tax treatment of the employed and
self-employed.”

7. Funding growth for businesses 

There is no doubt that businesses may struggle to borrow
to fund growth post-Covid-19. So, the chancellor may relax
the qualifying rules and increase investment limits for
existing incentives such as the Enterprise Investment
Scheme (EIS), Seed EIS, and Venture Capital Trusts (VCT). 

These schemes offer valuable tax benefits, so any increase
in the investment limits or improvements in tax treatment
will be welcome.

In addition, Sunak may announce new schemes, while plans
for a national infrastructure bank may be accelerated to
support the economic recovery.

Get in touch 

If you’d like to discuss ways of mitigating your personal tax or
chat about what Budget changes might mean for you, please
get in touch

“If we all want to benefit equally
from state support, we must 
all pay in equally in future. 

There is currently an inconsistency
in the tax treatment of the

employed and self-employed.” 
Rishi Sunak
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By Philip Kingscott

Each January, the World Economic Forum
(WEF) brings together leaders from
government, business, and civil society to
debate and agree action on the globe’s most
pressing issues.

With the recovery from Covid-19 and climate change at the top
of this year’s agenda, here are the top 10 impacts from this
year’s Davos summit. 

1. Building a worldwide recovery from Covid-19 

Perhaps unsurprisingly, the first event of 2021 focused on
rebuilding trust and driving a strong worldwide recovery
from Covid-19.

To date, the Forum and its partners have launched more
than 40 initiatives in response to the Covid 19 pandemic. 

For example, the WEF supports the Vaccine Alliance, the
Coalition for Epidemic Preparedness and Innovations
(CEPI), and the COVAX initiative to procure and deliver
doses of a safe, effective and approved vaccine around the
world – equitably and efficiently.

In December 2020, 18 chief executives from the shipping,
airlines, and logistics industries, along with UNICEF and the
president of the WEF, signed a charter supporting inclusive
global vaccine distribution.

In addition, the WEF’s Mobility Platform has launched the
Common Trust Network, a project that aims to help the
rollout of a “digital passport” to help open up international
travel. This will show whether a person has been tested or
vaccinated in compliance with prevailing border-crossing
regulations as defined by governments.

2. Supporting social entrepreneurs tackling Covid-19 

The COVID Response Alliance for Social Entrepreneurs,
launched in April 2020, raises awareness of the vital role that
social entrepreneurs play in responding to the Covid-19 crisis.

The Alliance supports more than 90,000 social entrepreneurs
across the world who are helping an estimated 1.9 billion
people by providing access to employment, food, affordable
energy, and other critical services.

3. Ensuring racial justice in the workplace 

Professionals of colour and minority ethnic backgrounds
continue to face racial injustice and inequity in the
workplace.

In the 62 years of the Fortune 500’s existence, there have
only been 15 black CEOs and, currently, only 1% of Fortune
500 CEOs are black. 

To tackle this inequality, the Partnering for Racial Justice
in Business initiative has brought together 55 companies in
13 industries with more than six million employees
worldwide to drive change. Participants include Microsoft,
Mastercard, Deutsche Bank, and The Coca-Cola Company.

The aim of the initiative is to set new global standards for
racial and ethnic justice in business. It will coordinate a
commitment to eradicating racism in the workplace and
provide a platform for businesses to collectively advocate
for policy change.

4. Fostering a multi-generational workforce 

People are living and working longer than ever before. So,
companies need to foster a multi-generational, inclusive
workforce by adopting age-inclusive policies and
empowering people to make informed, proactive decisions
around their retirement.

Fifty global companies representing more than two million
employees have partnered with the WEF, the Organisation for
Economic Co-operation and Development (OECD), and AARP
to create the Living Learning and Earning Longer initiative.

Partners are collaborating on a new digital platform that
employers can use to find case studies, statistics, and
research to demonstrate the advantages of a multi-
generational workforce.

The top 10 impacts from the
2021 World Economic Forum
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5. Committing to disability inclusion across companies 

With 1.3 billion people living with a disability – 17% of the
global population – this year’s WEF summit sought to put
disability on the business agenda.

As Caroline Casey, founder of the Valuable 500 initiative,
says: “There is an inequality crisis around disability, you’re
50% less likely to get a job and you’re 50% more likely to
experience poverty and that cannot be resolved in the
world with just governments or charity, you need business
at the table.”

More than 400 companies have joined the Valuable 500
initiative, committing to increasing their organisation’s
confidence and competence in disability inclusion. The
initiative provides support, tools, and best practices to
embed inclusivity across their businesses.

6. Closing the digital gap 

According to the WEF, around 3.6 billion people worldwide
remain offline. This negatively impacts on the ability to
reach these populations with health, education, and
economic services.

At this year’s summit, the WEF launched the EDISON
Alliance, the first cross-sector alliance to accelerate digital
inclusion and connect critical sectors of the economy.

The vision of this new allowance is to ensure that every
person can affordably participate in the digital economy.

7. Improving physical and mental health in cities 

A rushed pace of life, crowded spaces, and tiring
commutes mean that it can be difficult to keep healthy
when living in a big city. The WEF is responding by working
to create innovative urban partnerships to help residents
focus on their physical and mental health.

The Healthy Cities and Communities initiative is examining
the link between cities and healthy living. In 2021, best
practices and learnings from all partner cities will be
shared, allowing other cities to replicate them. Innovative
approaches so far include health buses and
vertically farmed vegetables.

8. Helping cities reach net-zero emissions 

In a range of sessions at this year’s event, representatives
from government, business, and civil society highlighted
the approaches that cities need to take to transition to a
net-zero carbon future, while ensuring system resilience,
job creation and improved health.

Nine cities including Stockholm, Buenos Aires, and Cape
Town, as well as more than 70 organisations in ten
different sectors, have come together for a new multi-year
initiative: Net Zero Carbon Cities. 

In partnership with the WEF they have launched a new
framework to help cities rethink urban ecosystems,
ensuring that they are greener, equitable, resilient, and
more efficient.

9. Applying technology to combat plastic pollution 

A new project in Ghana, coordinated by the WEF, the
Global Plastic Action Partnership, and German corporate
SAP, is creating a group of more than 2,000 waste pickers
and measuring the quantities and types of plastic that they
collect in communities and natural areas.

This data is then analysed alongside the prices that are
paid throughout the value chain by buyers in Ghana and
internationally. The aim is to increase transparency to
ensure fair wages and more efficient recycling efforts.

10.Creating a global response to cybersecurity risks 

The WEF says that, unless action is taken now, next-
generation technology has the potential to overwhelm the
defences of the global security community by 2025.

To tackle this issue, the WEF launched the Future Series:
Cybercrime 2025 initiative – a joint programme of work
with the University of Oxford and more than 150 global
experts. 

The aim of the initiative is to share and develop research,
insights, and responses to future cybersecurity risks.
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By Sebastian Gladwish

The last decade has been difficult for savers.
While ultra-low interest rates might have
been a boon to mortgage holders and
business borrowers, it’s been tough to find a

cash savings account that pays a decent return.

Despite this, Brits are saving record amounts. This is Money
reports that during the height of the first lockdown between
April and June 2020, households saved £54.6 billion,
collectively adding another £17.6 billion last November.

However, while retreating to cash might give you comfort in
turbulent times, and can be useful if you want to make a gift
to loved ones who may need liquid assets, there are a range of
reasons why you shouldn’t hold too much cash.

1. Other assets can provide greater long-term returns 

Countless studies have shown that, over time, returns on
assets such as equities outstrip those of cash.

The 2019 Barclays Equity Gilt Study compared the nominal
performance of £100 invested in cash, bonds, and equities
between 1899 and 2018. It found that:

• £100 invested in cash in 1899 was worth just over
£20,000 in 2018

• £100 invested in gilts in 1899 was worth close to £42,000
in 2018

• £100 invested in equities in 1899 was worth around £2.7
million in 2018. 

Of course, it’s unlikely you’ll be wanting to invest for more
than a century! Even though your investment horizons may
be shorter, the same Barclays survey suggests equities will
still outperform cash.

They found that UK equities outperformed cash for two
consecutive years in 81 of the 118 periods studied. So,
while the probability of equities beating cash over two
years in a row is 69%, extend the holding period to ten
years and your chances of beating cash rise to 91%.

2. Savings rates will struggle to beat inflation 

Recent research from Moneyfacts found that there were
just three easy access savings accounts in the UK which
paid a rate of interest that could match the inflation rate.
This means that, if your money is in an instant access
account, the chances are your returns are not keeping up
with rises in the cost of living.

Some accounts pay even less. Indeed, National Savings &
Investments made headlines at the end of last year when
they cut the interest on their Investment Account and
Income Bonds to just 0.01% – that’s only £10 interest for
every £100,000 invested!

In the worst-case scenario, a move to negative interest
rates in the UK could even see you having to pay a bank
to hold your money. In 2019, Denmark’s Jyske Bank
introduced an annual charge of 0.6% for customers who
held balances over $1.1 million. 2019 also saw UBS start
to charge its high-net-worth clients a fee for between
0.6% and 0.75% for cash savings of more than €500,000
(roughly £440,000). 

Even if you manage to find a fixed-rate bond or similar
limited access account that pays a higher rate, the chances
are that it won’t keep up with inflation in the years ahead.

Of course, if the returns you get on your savings are lower
than the inflation rate, your money is losing value in real
terms. It’s another reason not to hold too much cash.

5 reasons
not to hold
too much
cash

Recent research…. found that there were just three easy access savings accounts
in the UK which paid a rate of interest that could match the inflation rate. 

This means that, if your money is in an instant access account, 
the chances are your returns are not keeping up with rises in the cost of living.
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3. It may not be protected if a bank fails 

The Financial Services Compensation Scheme (FSCS) offers
protection to savers with cash in UK institutions. In the
event of the failure of a bank or building society, the first
£85,000 of your savings are protected.

If you hold significantly more cash than this in one institution
– and remember that if you have money with multiple
providers that are part of the same banking group, such as
HSBC and First Direct, they are treated as one bank – your
cash could be at risk if that institution fails.

Therefore, it pays to hold cash in a range of accounts at
different banks and mutuals so that you can benefit from
full FSCS protection. 

4. Cash doesn't pay dividends 

2020 was a tough year for people investing for income.
Dividends in the third quarter of 2020 were half that of the
year before, and the lowest for a decade.

By June 2020, 48 FTSE 100 firms had announced a
reduction in, or suspension of, payments to shareholders.
Regulators even forced UK banks to stop dividend payments
for a spell.

However, the outlook for income investors in 2021 is likely
to be better, with AJ Bell predicting an 18% increase in
FTSE 100 dividends this year.

If you need to generate income, holding cash is unlikely to
help you meet your aims. As we mentioned above, NS&I
Income Bonds currently pay 0.01%, so even with £1 million
invested your income would only be £100 a year.

5. You’re trying to time the market 

One reason for holding too much cash might be because
you’re waiting for the right time to get back into the
market. This is where you should be reminded of the old
adage: “it’s about time in the markets, not timing the
markets”.

Predicting the bottom and top of the markets is very
difficult, even for seasoned investment professionals.

Here’s a recent example: On 12 March 2020, the Dow
Jones experienced its biggest one-day fall since 1987. If
you’d patted yourself on the back for being out of the
market on that point, you’d probably also have missed
out on the single biggest weekly Dow Jones rise since
1974, which happened in the week before Easter.

Looking over the longer term, Vanguard found that, if you
invested £100,000 in the FTSE All-Share index in January
1986 and left it until the end of December 2016, your
investment would have grown to just under £1.83 million.

Had you missed just the ten best trading days over that
entire 30-year period, your returns would have been
roughly halved, to just over £969,000.

This shows spending time invested in markets leads to
success. If you react to markets by retreating to cash —
even for a short time — you could miss out on potential
long-term growth.
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By Caroline Richmond

It’s just a few weeks until 5th April, that
spring day which represents the last chance
to use your tax allowances for the current
financial year.

You’ve probably already taken advantage of many of your
allowances by maximising your pension and ISA contributions, and
by using Inheritance and Capital Gains Tax exemptions. However,
before the tax year ends, here are three more things you might
want to do to get the most from the available tax breaks.

1. Make your family’s pension and ISA contributions 

While you may have made your own pension and ISA
contributions in the 2020/21 tax year, don’t forget you can
also pay into pensions and ISAs for children and grandchildren.

If your child or grandchild is under the age of 18, you can
pay up to £2,880 into a pension for them this tax year.
Even though a child won’t typically pay tax, you’ll still
benefit from £720 in tax relief; the child’s pension fund
will then benefit from a total contribution of £3,600. 

If you have adult children or grandchildren, you can also
make pension contributions on their behalf. Any
contribution you make to their pension is treated as if it
was made by them. So, if they are a basic-rate taxpayer
and you pay £800 into their pension, they will get tax relief
taking the total contribution to £1,000.

If your child or grandchild is a higher-rate taxpayer, they
can claim higher-rate relief on the contribution you make
through their annual tax return.

If your child or grandchild earns between £50,000 and
£60,000 and is affected by the high-income Child Benefit
charge then your pension contributions will also help them
in this regard. Any money you contribute to their pension
will be deducted from their income before the charge is
calculated, thereby potentially reducing their tax charge.

As well as making pension contributions for family, you can
also maximise their contributions to ISAs.

Firstly, it is sensible for you and your spouse to take
advantage of your own personal ISA allowance. That way,
you can save (Cash ISAs) or invest (Investment ISAs) up to
£40,000 as a couple in 2020/21.

Following this, your children and grandchildren also have
their own personal ISA allowance. Before 6th April 2021 you
can pay up to £9,000 into a Junior ISA for a child under the
age of 18. Further, if your son, daughter, or grandchild is
aged 16 or 17, you can also contribute to an adult ISA in their
name, meaning you can save/invest up to a total of £29,000
in the child’s name, tax-free, before the tax year end.

Don’t forget that you can’t carry forward any unused
ISA allowance. As the saying goes, “use it or lose it”.

2. Make your gifts from income 

There are a range of small Inheritance Tax
allowances that you should make the most of.
These include the annual £3,000 exemption
and the “small gift” exemption, which lets
you make unlimited gifts of up to £250.
These gifts fall immediately outside your
estate.

However, one of the most valuable
Inheritance Tax exemptions for high
earners is the exemption for “gifts from
normal income”. For this to correctly
apply:

• You must make your gift from income

• The gift must be part of your normal
expenditure

• The gift should leave you with
sufficient income to maintain your

standard of living.

Two ways you might use this exemption are:

3 Things you’ll want to do
before the tax year end if
you’re a high earner
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• Payment of pension contributions for family members

• Placing an insurance bond into a discretionary trust and
then using the exemption to make further (exempt) gifts
into trust, in order that the trustees may increment the
bond. Rather than chargeable lifetime transfers (CLTs),
you would make exempt gifts into a discretionary trust.

One of the key requirements of making gifts from income is
that they are regular, both in terms of frequency and value.
This means that you should ensure you make your gifts from
income each tax year. If you don’t, HMRC may decide that
your gifts do not satisfy the requirements of this exemption.

Your adviser can help you to record these gifts carefully. This
will be invaluable when it comes to providing evidence to
HMRC that the gifts were regular, from normal expenditure
and that they did not adversely affect your standard of living.

3. Take dividends 

To include dividends in your personal self-assessment for
the 2020/21 tax year, they should be issued and paid by 5
April 2021.

As an example, a company director with a salary of £9,500
(set at the 2020/21 National Insurance primary threshold),
you can take up to £3,000 in tax-free dividends by using
your remaining (i.e. unused) Personal Tax Allowance of
£3,000. This is calculated as £12,500 (the current personal
allowance) less the £9,500 salary.

You can then take a further £2,000 in dividends tax-free
using your tax-free Dividend Allowance.

It is then possible to draw a further £35,500 in dividends
which are taxed at the basic dividend rate of 7.5%. This
means that, in the 2020/21 tax year, you could take £9,500
as salary and £40,500 as dividends without paying any
higher-rate tax.

Any dividends drawn above this would be taxed at 32.5%
(up to £150,000) and then at 38.1% above £150,000. Please
note that if you have other sources of income or benefits in
kind (such as rental income, external dividends, a company
car, or other employment or sole trader income) this will
mean more tax will be due, as you’ll use the basic- and
higher-rate thresholds sooner.

As always, your HFMC Wealth Financial Planner will be happy
to discuss these and other planning initiatives with you.

One of the key requirements of making gifts from income is 
that they are regular, both in terms of frequency and value…….

If you don’t, HMRC may decide that your gifts do not 
satisfy the requirements of this exemption.
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By Steve Jerome 

Being diagnosed with a serious illness can be
a life-changing experience. Not only do you
have to deal with the emotional aspects of
treatment and recuperation, but there may
also be financial consequences.  

You may lose valuable income, have to take an extended period
off work, pay for care and even make adaptations to your home.

That’s why making sure that the right critical illness protection
is in place is so important. It’s something one of my clients
discovered in 2020.

Working with a client to ensure a protection claim
was paid 
Last summer, this client was successfully treated for a
malignant melanoma, a type of skin cancer.

Thankfully, he had insured himself against such an eventuality
by taking out a life and critical illness policy with Skandia – now
ReAssure – back in the 1980s.

At first, my client wasn’t sure he should claim, having received
what turned out to be successful treatment. However, having
checked that his policy covered the condition – it was the only
type of skin cancer it did cover – I encouraged him to submit a
claim. To assist, I provided a claim form and guided him
through the claims process.

Sadly, this turned out not to be the most straightforward
process. The main stumbling block was establishing my client’s
“smoker” status and comparing his claim form with his original
declarations when he took out the policy in the late 1980s.

Back in the 1980s, my client smoked small cigars, and declared

as much on his application. In those days, an insurer classified
you as a “non-smoker”, even if you smoked cigars.

Fast forward thirty years and, as this is no longer the case,
there were question marks from ReAssure over the validity of
the claim.

I knew my client was correct, and so I was persistent with the
insurer. I liaised with ReAssure and the client’s GP and made
repeated calls to ensure that the case remained live, and to
progress it to a successful outcome for our client.

Eventually, through persistence, we did reach a positive
conclusion. The insurer agreed to pay my client’s claim in full,
and so he received the £424,000 payout he was entitled to
under the terms of the cover.

Needless to say, this injection of capital at a time when he
needed it, has proved invaluable. It has removed any financial
pressure he was under, allowing him to focus on his recovery. In
many ways it’s the perfect example of why protection is so
important, and the huge benefits it can have when faced with a
life-changing diagnosis.

I’ll leave the last word to my client:

“I recently made a claim under a critical illness policy. The
insurer decided to take issue with some of the information
which had been provided in the claim form, although the
information had no bearing on the reason for the claim. 

“HFMC Wealth could not have done more for me in
supporting me in my claim; as I see it, they ‘went in to
bat’ for me and went beyond what I could have expected. 

“Thanks to their efforts and persistence, after several
months the insurer relented and agreed to pay out under
the policy. I can’t speak too highly of the people who were
involved in bringing the matter to a successful close.”

Case study 

The value of critical
illness protection
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Key things you need to know about
getting a non-executive directorship 

By Nick Rudd 

There’s no doubt that the retirement
landscape is changing. An LV= report found
more 55 to 64 year-olds than ever are
taking early retirement – partly due to the
pandemic – while the Pension Freedoms

legislation has also revolutionised the way people access
their pension pots.  

Also, gone are the days of having a job for life, taking a final
salary pension, retiring, and spending more time with the
grandchildren. 

If you want to have a more active approach to retirement –
filling your days with a new work challenge for a firm, not-for-
profit organisation, or FTSE 100 company – could a role as a
non executive director be something to consider?

A non-exec role is one way of remaining involved in the world
of work while enjoying your retirement. Rather than spending
all day at your local health club or in your garden, you could be
adding value to a business, broadening your experience, and
generating an additional income.

Here’s some useful information if you’re thinking about taking
on such a role.

What is a non-executive director? 
A non-executive director provides an independent viewpoint
(when required) and constructive challenges to the existing
executive directors of a firm, whether that is in the public or
private sector.

What is the difference between an executive and
a non-executive director? 
According to the Companies Act 2006, company law recognises
no distinction between executive and non-executive directors.
All directors, both executive and non-executive, are regarded
as “officers” of the company. 

Executive directors deal with the day-to-day management of
the company’s business, while non execs are often more
involved in strategy or governance.

Non-execs are not employees but are appointed. The main
features of a letter of appointment are:

• The time commitment required for the role

• Details of any board committee posts you are to hold

• Fees for your role.

In addition to this, the letter will also contain detailed reference to
the above-mentioned Act, which says you must act in the long-term
interest of the business, all stakeholders, and the wider community.

It’s worth noting here that, even though a non-executive
director is not part of the day-to-day management team, you
will still be registered as a director and have legal
accountability. Your duties are the same as executive directors
despite the lack of detailed knowledge that comes with only
being involved part-time. The risk is something you should be
aware of when you’re invited to take up such a position.

Why a non-executive director is important 
A non-executive director is important for a business as:

• They can act as a sounding board for the executive directors.

• They provide an independent and objective point of view.

• They complement the existing skills and expertise of an
executive team.



• They can bring a wealth of experience gained in different
roles and environments.

• They can offer a different perspective which might enrich
and challenge the existing boardroom culture.

What types of business or organisation hires a
non-executive director? 
Any public or private sector firm can hire a non-executive
director, including charities, the NHS, national museums,
galleries, regulatory bodies, advisory bodies or professional
services firms. 

Non-executive directors can also be found in the academic and
voluntary sector

Remember that non-execs should, ideally, be independent.
Under the corporate governance code of the UK, non-executive
directors should neither be former employees nor people who
have had a “material business relationship” with the company
of the board they wish to join.

What qualities do you need to become a 
non-executive director? 
To become a non-executive director, you typically need to have
the following skills and attributes:

• Leadership

• Analytical and creative thinking

• Intelligence

• Problem solving

• Teamwork

“The role of a board member is increasingly complex, and requires
specific skills and knowledge,” Dr Roger Barker, head of corporate
governance at the Institute of Directors (IoD), told the FT. 

“It is not merely the natural extension of an executive career.
Although the law defines few prerequisites for becoming a
company director, those who wish to exercise their role in a
professional manner will recognise the need for a significant
investment in their own skills and competencies before
accepting a board-level mandate,” he added.

How to get experience as a non-executive director
There are many routes to becoming a non-executive director,
and it is important and necessary to have the relevant
experience. You can get this by volunteering your skills and
experience to a professional body or organisation, such as to a
school, where you can perhaps become a governor.

If charity work is your passion, you can take an unpaid role as a
non-exec for a not-for-profit organisation or charity.

Another way of getting experience as a non-executive director
is through your own personal or professional network of
colleagues, friends, or family. They might be a non-executive
director and they will be able to give you some insights into
what they do, or perhaps act as a mentor through your journey
to become a non-executive director.

You will also need to prepare your CV. Your résumé needs to
outline the experience you can bring to a board, the specific
skills you have, and your understanding of corporate
governance codes and guidelines. It is also important to outline
the key strategic successes of your own career.

One place to start would be to build up your professional
profile on social media networks such as LinkedIn, and be sure
to build up your connections while you are still working.

You can then approach executive recruiters, industry
professionals or head-hunters. If this recruitment approach is
not for you then you can look at the recruitment sections for
suitable roles in national newspapers such as the Financial
Times, the Guardian, or the Times.

It is important to be clear what type of company you would like
to work for. For example, a small business might want their
non-executive director to focus on operations, whereas a larger
- perhaps a FTSE 100 firm - might want their non-executive
director to focus on governance.

You also need to be proactive in your approach when looking
for a role and give yourself plenty of time accruing the relevant
experience, perhaps 12 to 18 months.

How much does a non-exec get paid? 
The salary of a non-executive director varies considerably
depending on the scale and structure of the business. 

According to the Institute of Directors (IoD), non-execs at
smaller companies can typically expect to earn anywhere from
£15,000 to £25,000 per annum, depending on their experience
and the level of involvement expected of them. 

Remember that you are likely to have to commit 15 to 25 days
a year, and it is hard work, especially in the first few months.
The role will involve much more than simply attending
scheduled meetings and reading in preparation for them.

At SMEs, non-exec earnings rise to around £38,000 to £40,000,
while a non-executive director at a FTSE 250 company can
receive anything from £40,000 to £60,000. Some top-level non-
executives at the highest level in FTSE 100 companies even
reported earnings more than £100,000.

Non-executive positions can also be unpaid, but worthwhile and
rewarding. This is usually the case if you take up a non-executive
role in the voluntary, charity or public sectors. There is an
element of crossover from the private to the public sector and
vice-versa when it comes to appointing a non-executive director.

Overall, becoming a non-exec can be a rewarding experience,
not only from a professional standpoint but from a personal
one. You will be responsible for contributing to the overall
success of a business, charity, or not-for-profit organisation,
and you’ll learn new skills, broaden your professional network
and, of course, generate an additional income.

12



13

By Phil Jelly

Running the four-minute mile or travelling
into space, climbing Mount Everest was one
of mankind’s great challenges.

It took eight attempts for a team to reach the summit of the
Himalayan peak, before Tenzing Norgay and Edmund Hillary
finally succeeded. News of the expedition’s success reached
London on the morning of the Queen’s coronation in June 1953.

Since then, it is estimated some 5,000 people have ascended
Everest. In recent seasons, climbers have complained about the
“traffic” on the mountain, with queues of people waiting to
reach the summit.

Of course, Hillary and Norgay successfully descended Everest
and lived to tell the tale. Sadly, however, many climbers perish
on the mountain, with most of these deaths happening not on
the climb, but on the way back down.

According to research from the British Medical Journal, there
were 212 deaths on the Himalayan mountain between 1921 and
2006. Among the climbers who died after scaling more than 8,000
metres (26,246 feet), 56% died on their descent from Everest’s
summit, while a further 17% died after turning back. Just 15%
succumbed on the way up or before leaving their final camp.

So, what does all this have to do with your retirement?

During your working life, you make plans and save for your
retirement. Let’s equate this – known as the “accumulation”
stage – to climbing Everest. 

You’ve probably paid into a company or private pension for
decades, maximised your contributions, benefited from tax
relief, invested into ISAs or other assets, to build up a nest egg
for your later years. You may also have bought your home (and
paid off the mortgage) and helped your children along the way.

Then, when you decide to retire, these assets must last you the
rest of your life. As we live longer and longer, your
accumulated resources might have to last you 20, 30 or even 40
years. They must enable you to maintain your lifestyle and pay
for any later-life care you might need, as well as providing the
legacy you want for your loved ones.

This “decumulation” stage – let’s equate this to descending
from Everest’s peak – is often fraught with risk. It requires just
as much planning and management as the climb if you want
your mission to be a success.

Why the descent can be so dangerous  
Kami Rita Sherpa knows a thing or two about climbing Mount
Everest. He’s scaled the peak 24 times, more than anyone in
history, and is not surprised that more people die on the
descent than the ascent.

Sherpa told Business Insider that problems arise when people

What climbing Mount Everest
can teach you about managing
your pension in retirement
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accidentally push past what their body can support. Some
research suggests that Everest climbers develop a kind of
“summit fever”, racing to the top to prove they can, even
when their bodies are showing signs of giving out.

"When returning, their body is out of energy, and many people
die due to this cause," he said.

In many ways, saving for your retirement is the easy bit. Any
financial adviser can tell you to maximise your pension and ISA
contributions, ensure you pay your National Insurance
contributions to benefit from the State Pension, and to
organise your affairs tax-efficiently.

Coming down from the summit, though, needs discipline and
careful planning. How much income should you draw and from
what assets? How do you need mitigate tax?

Furthermore, there are a range of risks you’ll face as you start
to draw on your lifetime savings:

• A significant fall in markets: what happens if you need to
draw money during or immediately after a market fall?

• Volatility drag: a 10% fall in stock market values, followed by
a 10% rise, doesn’t return your portfolio to where it started;
it leaves you 1% behind overall. If the market falls by 10%,
and you take a 5% withdrawal, you need the market to rise
by 18% to return to the starting point

• Inflation risk: at an inflation rate of 2% per annum, £100 in
today’s money will be worth the equivalent of £67 in 20
years’ time

• Longevity risk: according to the ONS, for a couple both aged
65 in 2018, half of couples would expect to see at least one
spouse living to 93, a quarter will see one spouse living to
98, and one in ten will see one spouse living to 102.

Since Pension Freedoms widened the options available to
people looking to retire, matters have become even more
complex. Get it wrong and you could be hit with an
unexpected tax bill or, worse, run out of money in retirement.

We can help you down the mountain safely  
As experienced financial planners, we’re here to guide you
safely back to base camp. Using tools such as lifetime cashflow
planning, we can create and test strategies which will ensure
you can live the life you want in retirement, without worrying
about the above-mentioned risks.

Just as the best climbers partner with a guide like Kami Rita
Sherpa to achieve their goals, we’re here to help you to meet
yours.

This “decumulation” stage…. (descent) …. is often fraught 
with risk. It requires just as much planning and management 

as the climb if you want your mission to be a success.


