70% Tax Bill for QROPS in Residential Property
QROPS invested in residential property face a tax bill of 70% after HMRC apparently issued fresh guidance on scheme rules. 

Providers are seeking clarification from the Revenue department but it is thought the ‘amended’ regulations will apply retrospectively, potentially affecting hundreds of expat pensioners.
This will lead to a 70% “taxable property unauthorised payment charge” on schemes invested in residential property.

While it is believed most providers have stayed away from the asset, owing to the fact that it is not allowed in UK pensions, several QROPS schemes promote it as a permissible asset.

Roger Berry, Managing Director of Guernsey QROPS provider Concept Group & Chairman of the island’s QROPS committee said, “This shows for the umpteenth time that the straightforward benefits of QROPS are plentiful. As soon as you stray into other areas you are taking enormous risks. It is just one of a number of areas we have stayed away from.

Gary Boal, MD of Boal & Co, which runs QROPS schemes in Guernsy & the Isle of Man, said he was aware of numerous schemes that had allowed residential property adding: “this has always been against the rules.”

But Boal disputed that new guidance had even been issued, noting it was more likely some providers had only now realised the scope of the existing rules.  

HMRC was unable to immediately clarify the situation at the time of going to press.

Adapted from an article first appearing in the International Adviser, December 2009

