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have started at £12,000 could receive as much as
£600,000.

However, comparing the benefits of defined benefit
and defined contribution schemes is fraught with
difficulty and the Financial Conduct Authority has
warned of the dangers in making the wrong deci-
sion. One of the steps the FCA has taken is to
require that anyone wishing to transfer pension
rights worth over £30,000 must take financial
advice.

Premium bonds improved

The total pool of money from which premium bond
‘prizes’ are paid has

been reduced, but a greater proportion of the pool
from which ‘prizes’ are paid is now allocated to £25
prizes than to £50, £100 or larger prizes and conse-
quently the chances of winning a £25 prize have
increased.

Interestingly, the laws of mathematics suggest that
the chances of winning increase according to the
number of bonds which are held, and the best
chances will apply to investors with the maximum
£50,000 holding.

The chance of winning a £1,000 prize is estimated
at once in 87 years, while you would have to wait
2,361 years to win a £5,000 prize and 4,825 years to
win £10,000. The odds on anything higher are so
remote as to be totally hypothetical.

For the £50,000 bond holder, the effective rate of

return based on £25 prizes is 0.98%, tax-free and
guaranteed by the government. For the basic rate
taxpayer this equates to 1.22% and for the higher
rate taxpayer, 1.63%.

Conclusion: for those able to invest in larger hold-
ings, premium bond can provide a reasonable
income and a useful means of diversifying invest-
ment portfolios.

Reclaiming expenses

Despite the fact that, according to HM Revenue &
Customs, “the general rule for employees’ expenses
is very restrictive”, there is scope for obtaining tax
relief of which some people may be unaware.

The condition for company directors and employees
obtaining relief is that expenses must be incurred
wholly and exclusively for the purposes of business
(the rules for the self-employed are less restrictive).

The cost of business travel can be claimed, but not
for the journey between home and work. If it is
necessary to stay overnight, the cost of accommo-
dation can be claimed, as also can subsistence,
congestion charges and tolls and parking charges.

The cost of subscriptions to professional organisa-
tions can usually be claimed and those working
from home can claim the cost of phone calls, gas
and electricity attributable to their work. However, it
is not permissible to claim relief in respect of
expenses which are incurred partly for business and
partly for personal purposes, such as everyday
clothing.
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No responsibility can be accepted for the accuracy of the information in this newsletter and no action should be taken in reliance on it
without advice. Please remember that past performance is not necessarily a guide to future returns. The value of units and the income
from them may fall as well as rise. Investors may not get back the amount originally invested. 5
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