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Introduction
Thank you for requesting this Free Guide:
‘Advanced Investment Strategies’.
You've probably done this for any of a number of reasons:

To see if there are other ways available to invest apart from the
traditional routes such as pensions, property and ISAs

To be better informed when investing for your future

You're just curious and want to reassure yourself that you're not
missing out on any opportunities

The ‘mainstream’ media and sections of the financial services industry tend to
make the same noises when it comes to investments. Pensions, ISAs and
Bonds tend to attract the headlines, usually for good reasons as they are
considered the first port of call for many when investing. Investment property
has also ‘grown up’ during the last 15 years and there are now thousands of
landlords building wealth in this manner.

But what about other alternatives?

What if you're investing enough (or as much as you're allowed to) into
pensions and ISAs?

There are a huge number of alternatives, including:

Derivatives

Enterprise Zone Property

Commodities

Alternative Investments — art/antiques/wine etc
Lloyd’s Membership

Exchange Traded Funds

Friendly Society Bonds

Annuities

With all this choice, how do you go about deciding what's right for you?
And what risks are there?

We don’t have sufficient time to cover all the options available, so we’'ve
decided to cover 5 of the more popular ones:
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Venture Capital Trusts

Enterprise Investment Schemes

Film Partnerships

Alternative Investment Market Shares
Second Hand Endowment Policies

As Specialist Financial Planners to doctors and dentists, we've helped
numerous clients make better informed financial decisions. This includes
protecting their incomes and families against unforeseen life events (such as
illness or premature death) and making the right investment decisions.

Financial planning can appear complex and confusing, and like many things in
life, it probably is for the uninformed. We believe that everyone can make
better financial decisions that affect their futures when they have a source of
quality, unbiased information at their disposal.

Our hope is that once you read this guide you will:

Take action to make any changes necessary (getting advice is strongly
recommended as most of these investments may be riskier than
investments that you have considered in the past)

Analyse the strategies that you are using now (if they are the right ones
for you, then no need to change!)

The guide has been kept brief on purpose as we're aware that you are
probably busy and may not be able to set aside a lot of time to read it. It
should take you no longer than 15 minutes to read.

We also suggest you print out a copy so that you can make any notes.

Please contact us on 0191 217 3340 if you have any questions or if you'd like
more information about how we can help you plan towards your retirement
(you can hear some client comments at
http://www.medicaldentalfs.com/client-comments and see some published
articles at http://www.medicaldentalfs.com/mediaroom ).

We hope you enjoy it!

- - e ,.
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Ray Prince Graeme Urwin

Financial Planner Financial Planner
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Strategy 1

Venture Capital Trusts
Background

The VCT scheme was designed to encourage individuals to invest in certain
types of small, higher-risk trading companies not listed on the official list of
any stock exchange.

VCTs are very similar to investment trusts since both are listed companies,
run by fund managers who are generally members of larger investment
groups. Investments in both can be made by subscribing for new shares when
a trust is launched or by purchasing shares from other investors once the trust
is established. A VCT must predominantly hold the shares and securities of
unlisted companies.

Tax Benefits

Up until 5 April 2004 income tax relief was given at 20% on investments of up
to £100,000 per tax year in issues of ordinary shares in VCTs. This was
increased to 40% by the 2005/06 tax year, and then reduced to 30% since
then. In addition, the annual investment limit has been increased to £200,000
for shares issued after 6 April 2004.

The self employed can obtain a reduction in the payment on account if the
contribution is made prior to 31% January. Employees obtain this income tax
relief by a reduction in their PAYE code. This tax relief gives a significant uplift
to an investment. For example, if £7,000 is invested it would have to grow by
42.8% to become £10,000. Effectively, therefore, the tax relief provides an
immediate 42.8% investment return.

The shares need to be held for 5 years for shares issued after 6 April 2006
(formerly 3 years). If they are disposed of prior to this (except to a spouse and
not on the death of the investor) relief is withdrawn. Any dividends received
from VCT investments of up to £200,000 are exempt from any additional
income tax.

For capital gains tax purposes, tax deferral is no longer available for gains
reinvested in VCT shares issued on or after 6 April 2004.

The Small Print

A VCT must be approved by HM Revenue & Customs and must satisfy a
number of conditions, including:
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It must be registered on the Stock Exchange

At least 70% of its investments must be in qualifying holdings

Not more than 15% of the fund must be invested in any single company
or group.

Risks

A VCT also has a 5 year holding period for the retention of income tax relief,
although it may be difficult for an investor to sell their shares after that time,
even though the shares are listed. The demand for existing shares is likely to
be quite weak, since the tax relief is only available on subscriptions of new
shares, not those bought in the market.

On paper, a VCT should be a lower risk investment than an Enterprise
Investment Scheme (see Strategy 2). A VCT is a pooled investment, although
the underlying investments are relatively high risk, while an EIS is an
investment in a single company.

VCTs are inherently ‘high risk’, therefore you need to consider their suitability
and how this investment could fit into your overall portfolio. Even though they
may have attractive tax benefits this is not in itself reason to invest as they
may not be appropriate for your individual circumstances.

So who should consider of this type of investment?

A VCT will usually be more suitable for those who have already established a
portfolio of investments such as ‘mainstream’ ISAs, pensions, property etc. As
well as the inherent risks with this type of investment, the availability of
suitable VCTs to invest in will depend on market conditions at the time. For
example, when a VCT is launched the issuing company will normally have to
attract a certain amount of investment. If the target is not met the issue will
probably be withdrawn.

If you are going to invest in a VCT it's even more important to do your
research as the stakes are that much higher.

You have been warned!
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Strategy 2

Enterprise Investment Schemes
Background

The EIS was a replacement for the Business Expansion Scheme. The EIS
was intended to help certain types of small, higher-risk, unquoted trading
companies raise capital by providing a range of tax reliefs for investors. It has
not attracted the same level of funds as the BES, as the tax relief is lower and
the investment opportunities generally more risky.

Although less well known than VCTs, the EIS offers a different and
complementary set of tax breaks. The EIS scheme is now the only UK tax
efficient scheme to offer Capital Gains Tax deferral. The scheme also offers
income tax relief at 20%, capital gains free growth and, through Business
Property Relief, exemption from Inheritance Tax if the shares are held for
more than two years.

Tax Benefits

The annual investment limit for income tax relief has been raised to £500,000
(up from £200,000). Relief is withdrawn if the shares are disposed of within 3
years (except to a spouse and not on the death of the investor).

If you have any capital gains liabilities, they can be deferred by reinvesting the
gain before taper relief into an EIS company. Where only this relief is claimed
(CGT deferral relief), there is no upper limit.

If the shares are held for at least 2 years they qualify for 100% business

property relief as unquoted companies attract 100% relief from inheritance
tax.
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It's useful to look at a comparison of the main investment tax wrappers:

VCTs ISAs Pensions EIS
'rre‘ﬁ;[“e @ 0% NIl 40% (up to £130,000 income) 20%
Capital gains |\, Nl N up to 40%
deferral
IHT free N N Y/N Y
Tax free exit |Y Y Y/N Y
Tax free
dividends | N NIA N
Limits *100% of earnings up to £235,000 for
20010/11 £200,000£10,200 personal contributions *restrictions apply £500,000
Minimum 3 years (2 yrs
Holding Period Syears Jnone  [Toage 55 for IHT)

The Small Print

An EIS must be approved by HM Revenue & Customs and must satisfy a
number of conditions, including:

A qualifying individual is someone who is not connected with the
company when subscribing , although they can subsequently become a
paid director of the company

A qualifying company must be unlisted when the shares are issued and
there must be no arrangements at that time for it to become listed

The company must carry on a qualifying trade

There are a number of excluded activities, including property
development, hotels and nursing homes

Risks

Investing in unlisted trading companies is a very high risk activity and there is
a strong possibility of the companies failing. An EIS must be held for 3 years
to retain the income tax and CGT relief, and even after that period it may be
difficult to dispose of the shares as the market is likely to be very illiquid or
even non existent.

So who should consider of this type of investment?

As with VCTs, EISs are high risk investments (and higher risk than VCTS).
These types of investments are for the experienced investor that has already
built up their asset base and is in a position to lose all the money invested.
Due diligence is a must and make sure you speak to an investment specialist
in this area before you take the plunge.

Sources:
www.eisa.org.uk : www.taxationweb.co.uk
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Strategy 3

Film Partnerships
Background
In the late 1990'’s, the British government decided to introduce special rules to
support the British Film Industry. This involved enabling investors to obtain tax
relief on the capital cost of films by becoming a “Partner”.
Partnerships for individuals were set up by various financing companies to
enable them to invest in qualifying films. Since film making and exploitation
can be very risky and volatile, the benefit of doing so was to spread the risk
amongst the partners.

It should be stressed that the main reason for these schemes was to defer
income and capital gains tax.

Briefly, this is how it works:
Using its own resources, a British Film Company makes a film
The completed film is then sold and leased back to a group of
individuals who form a Partnership, and they claim tax relief (available

as allowances) on the capital cost

The Partnership buys the exploitation rights, and leases these rights
back to the production company for (typically) 15 years

The lease gives the production company full commercial rights
A bank loan is taken out by the Partnership from which the interest and
capital on the loan is paid back over the 15 year term. The rental

income from the leaseback repays the loan

As it arises, the rental income is taxed over the 15 years. Some
schemes also come with a bank guaranteeing the rental income

An example:
An investor who is a higher rate tax payer wishes to invest £150k, and
therefore needs to have from their own resources £27k. A pre arranged bank

loan would give a further £123k.

The short term cash flow advantage here is that the investor has laid out
£27K, obtained loss relief of £60k (40% x £150k) — this gives a net cash flow
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gain of £33k. Note how “gearing” helps here (tax relief based on the full
£150K).

Income tax is then payable over the next 15 years on lease payments (after
giving relief for the loan interest). Each scheme will have what is called a
“hurdle rate”, which is the expected return required to make a profit.

It should be pointed out that in 2006 Her Majesty’s Revenue & Customs has
tightened up the various complex rules applying to some schemes (which we
will not cover here) which resulted in abuses of the system.

Tax Relief

Income Tax - the investment results in a tax loss which the investor can
choose to spread over 3 years. Care needs to be taken to ensure that other
tax reliefs and allowances are not sacrificed, and depends on the individual's
circumstances. Remember it is tax deferral not absolute relief.

Capital Gains Tax - again it is a deferral here not absolute.
Risks

Tax liability with no cash income

Risk of income tax rates changing
Trading risks as liable being a Partner
Meeting the “hurdle rate”

Guarantee over the lease payments

So who should invest in a Film Partnership?

Investors with large tax bills may well be tempted, but as these schemes are
quite complex with debatable benefits in the long term, it should only be the
extremely financially aware investor who attempts them after taking good
advice/conducting thorough research.

Summary

As these schemes are effectively a tax deferral route, it is questionable
whether the benefits outweigh the risks.
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Strategy 4

Alternative Investment Market Shares
Background

As at the end of 2005, the Aim market had 1,065 companies listed with a total
value of £37.6 billion.

It was set up in 1995 by the London Stock Exchange to create an international
market for smaller growing companies seeking capital. By joining AIM,
companies need to take a disciplined approach as they have increased
responsibilities to shareholders, although the regulatory environment is
generally less onerous than for the main market.

When you look at the make up of these 1,065 companies, around a third are
typically start up companies, and although some will succeed, others will fail,
and so are high risk to invest in.

The next middle third is made of bigger companies and is the domain of
Enterprise Investment Schemes (see Strategy 2) and Venture Capital Trusts
(see Strategy 1). Although offering the opportunity for growth they are not
substantial companies, and again should be viewed as high risk investments.

The top third of companies are capitalised at £50 million plus, and attract
institutional investors. Quite often these companies are household names,
and with institutional involvement. They tend to be well researched and this in
turn improves liquidity of shares, meaning there is a far better chance of you
being able to access your money by being able to sell your shares.

At the very top of the final third come the companies who are very much
investment grade, some of whom would make the FTSE 350 (the top 350
companies listed in the main index) if they chose to be listed there.

Past Performance

If we look at how the AIM market has performed over the last 5 years, we find
that the largest of the companies outperform the total Aim market.

The total AIM market has only recently (2006) regained the level it was at in
March 2001, whereas the top 50 company index has shown a large return in
the same period, turning your £1 into £2.50.

Tax Benefits

These are often the reasons for people investing in the AIM Market:
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Capital Gains Tax (CGT) — if you invest in a “qualifying” company
(companies who trade), you become eligible for Business Asset Taper Relief.
This means that CGT is reduced to 20% for investments held for one year,
and 10% for two years and thereafter.

Inheritance Tax (IHT) - if a private individual invests for a period of two
years, the amount invested is totally exempt from IHT. The investor needs to
hold this investment until death, and in the event the investor dies within the
two year period and is survived by a spouse, the spouse would only need to
survive the balance of the two years to qualify. The saving, presuming the
total estate of the individual is worth more than the nil rate band, is 40% of the
value of the investment.

So who are these investments suitable for?

In all cases we would recommend that before investing in these schemes, the
investor is financially secure from other sources. In addition, we would
normally advise that any investment is limited to qualifying larger companies
typically in the top 50.

For younger investors — an attraction would be the CGT relief, coupled with
an investment that is more accessible than other schemes.

For older investors — the attraction tends to be that the investment is totally
IHT free after 2 years. So anyone who is perhaps in their eighties, and has not
planned for the Chancellor dipping into their estate on their death can invest a
large sum now, and if they/spouse survive for 2 years the total fund value will
then be excluded from their estate for IHT purposes.

Summary

For investors who are fully aware of the risks involved, and who are financially
secure from other sources, an AIM investment can be a very sensible
approach (in particular, when you consider the IHT advantages, where for
every £100,000 invested the investor can save £40,000 in tax).

Since the Chancellor has tightened up many of the routes traditionally taken to
mitigate IHT, as well as the fact that sometimes investors are unwilling to gift
outright large sums of money, the AIM investment route has its merits.

We would of course presume that other IHT mitigation routes had been
explored, such as Will Trusts etc.
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Strategy 5

Second Hand Endowment Policies
Background

A Traded Endowment Policy (TEP) is a mid term with profits endowment
policy (not a unitised plan) no longer required by the policyholder that has
been sold to a third party ‘market maker. They then offer this for sale to
investors.

This market has proven increasingly popular, with more market makers
dealing in these policies resulting in turnover of £500 million per annum in
2000 compared to £6 million in 1988.

It is first of all worthwhile reminding ourselves what exactly an endowment is,
and why they were purchased.

An endowment was taken out over a specified term, quite often 25 years, and
was commonly used to repay or help repay a mortgage. The policyholder
pays a regular monthly premium, with the aim of providing a lump sum at the
end of the term or an immediate pay out on death.

The insurance company invests their money in a range of investments,
including equities. The investor benefits by the company distributing profits
after expenses in three ways:

Basic Sum Assured — the guaranteed amount at the end of the term or
death

Annual or Reversionary Bonus - added to the above, and once added
cannot be taken away

Terminal Bonus — added at the end of the term or on death
How much the policyholder receives depends on the investment performance
and financial strength of the company, and how they then choose to allocate
the profits.

The attractions to an investor thinking of buying such a policy are:

On some plans, the upfront charges are taken in the first few years of
the plan, and have therefore been paid by the original owner

It will have many years of reversionary bonuses attached (which are
guaranteed), and could participate in future years bonuses
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Occasionally, a policy will have existing guaranteed benefits that are
greater than the purchase price and future premiums, meaning that
there is a guaranteed profit.

Once a policy is purchased, the policy is legally signed over with an “Absolute
Deed of Assignment” form from the relevant insurer, registering the investor
as the new owner.

Tax Treatment

For UK individuals, who invest in what are called a qualifying policy (a normal
endowment of 10 years or more), capital gains tax rules apply:

The tax applies on the difference (the gain) between the purchase price
and the remaining premiums and the maturity value

Taper relief is available based on the length of ownership

Each policyholder has their own allowance of £8,800 per annum (so on
joint ownership this would be £17,600) in the year 2006/07

Any taxable gain remaining would be based on 20% or 40%,
depending on whether they were a lower or higher rate tax payer.

So who should consider of this type of investment?

You may of course be a seller of an endowment here, as only 30% of plans
are kept to maturity. A change in circumstances such as divorce can mean
many policyholders look to either sell their plan, or surrender it to the
insurance company. It should be noted that it would be prudent to try to sell a
policy first, although sometimes that particular company is not attractive to
investors and a sale is not possible. Around 40% of policies are sold or
surrendered.

For people thinking of investing in a traded endowment, some of the
attractions of doing so are listed earlier, although it is paramount that the
investor does their homework. They need to consider:

The cost to buy and the plan attributes
Resulting monthly premium

Timescale

Taxation

One reason to invest this way would be for an investor with considerable

investments to look upon this type of investment as a fairly low risk addition to
their portfolio that has some guarantees.
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This could be combined with the fact that it is (say) a 25 year plan with 14
years having elapsed, and the investor has an 11 year investment horizon as
a 49 year old looking to retire at age 60. Other specific objectives could be
21°% birthdays, university fees, repay debt in future or a gift for another
individual.

Summary

Looked upon as an investment as part of a bigger portfolio, a TEP could well
be a sensible addition. They are fairly low risk, although it should be
mentioned that a company’s performance and financial strength can change,
as well as the fact that it is the company’s actuaries who decide what your
final payout will actually be.
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About the Authors

| have worked as a Financial Planner since 1994 and
specialise advising medics and dentists throughout the UK.
My passion is working with and helping clients who want an
unbiased view as to how they can achieve their lifestyle and
financial goals and objectives.

I've presented financial planning seminars to groups within
dentistry, including Women in Dentistry, dental health education council, the
BDA and both undergraduate & postgraduate schools. | also continue to
present to groups alongside Newcastle Dental School.

| believe in improving my professional skills and knowledge and have
continued to pass various financial exams. | hold the Certified Financial
Planner licence (one of less than 1,100 in the UK), as well as the Advanced
Financial Planning Certificate and the Diploma in Financial Planning
accredited by the Chartered Insurance Institute.

I like to help others less fortunate than myself and have volunteered for Crisis,
the charity for the homeless, and have done a sky-dive for Dentaid, raising
funds for under-resourced dentists in the Developing World.

Originally from the North East, | have lived in various parts of the UK. |
returned to my roots in 2004 and now live in Whitley Bay with my wife Laura
and our daughter Ava, who was born just before Christmas!

My name is Graeme Urwin and | also grew up in the North
East, in Chester-le-Street. After working for the Mars group
for several years, | joined the Medical Sickness Society
(Wesleyan) in 1986 as a Financial Adviser.

It was here that | developed my passion for helping medics
and dentists with their finances, and became very used to
the ins and outs of the NHS Pension scheme. | became well accustomed to
dealing with doctors and dentists in the London and Kent areas, building
many relationships with clients that last to this day.

After 16 years | became an Impartial Financial Planner, as | wanted to offer
my clients a broader range of services and a totally impartial advisory service.
So, in 2002, | made the move, and as a Fee Based Planner & Wealth
Manager, my passion is working for the client rather than the product provider.
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When not working, | spend a lot of time with my family, and am very aware of
the saying “tempus fugit” when my daughter increasingly shows me up with
her improving skills and fitness! My other personal interests are local history,
genealogy, archaeology and cartography. | also love walking and playing
racquet sports, and regularly play squash. | also completed the Great North
Run in 2005 and 2009, raising money for children with cancer and for those
suffering from Alzheimer’s.

In 2008, | decided to write a book based on my interest in history, and
research is well underway. It's work in progress so watch this space!
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About Rutherford Wilkinson

Rutherford Wilkinson is a leading firm of Chartered Financial Planners and
was formed in 2002 from the merger of Wilkinson Hatton and Rutherford
Financial Management (formerly Peter Rutherford & Co).

These two firms were a natural match, combining substantial strengths and
resources. Rutherford Financial Management was an investment specialist
formed in 1992, and Wilkinson Hatton, established in 1986, had dealt mainly
with corporate clients on a fee-charging basis. Both firms placed a strong
emphasis on providing quality advice from professionally qualified advisers,
matched with outstanding customer care.

The merger has created a full service financial services organisation that can
meet the needs of all types of client, whether business or personal.

A specialist division was created in 2005 when Ray Prince and Graeme
Urwin joined the company. This division deals exclu sively with the
financial planning needs of UK resident doctors and dentists.

As well as holistic fee based financial planning, Rutherford Wilkinson offers a
wide range of financial services:

. Comprehensive Mortgage Service, residential and buy to let (sourcing
the right deal for you and handling many aspects of the administration)
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. Practice Acquisition Advice, including practice finance
. Estate Planning / inheritance tax mitigation / wills

. Retirement Strategy, to help you manage your affairs when you decide
to give up work

. Long Term Care, planning for when you can't look after yourself or a
family member

. Family Protection, to make sure your family have financial security if
you die prematurely or suffer a critical illness

. Income Protection, ensuring you have enough income if you can’t work
due to illness, injury or accident

. Debt Management, understanding how to make debt work for you

. Foundation Planning including product selection (suitable for younger
clients)

. Portfolio Evaluation, so you can align your investment strategy with

your attitude to risk

. Individual Product Research, to help you buy the right financial policies

If you're not a subscriber to the twice monthly Financial Tips newsletter,
simply visit www.medicaldentalfs.com to register free of charge. By doing so
you’ll be able to keep up to date with all the latest pensions and financial news
for doctors and dentists. (Your details are safe with us and we will not sell or
pass them to any third parties). This site also contains free articles and
resources to help you effectively plan your finances and save time.

You can listen to / read some client comments at (turn your speakers on):

- http://lwww.medicaldentalfs.com/client-comments

and see some published articles at:

- http://lwww.medicaldentalfs.com/mediaroom

If you would like to contact us, you can either call Ray Prince on 0191 217
3340 or email us at docden@rwpfg.co.uk
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Risk Warnings

All content provided in this free guide is only for your own information and use,
and is not intended to address your particular personal requirements or to be
relied upon in making (or refraining from making) any specific investment or
other decision. Such content shall not constitute any form of advice or
recommendation by us.

The content relating to the past performance of an investment is not
necessarily a guide to its performance in the future. The value of investments
or income from them may go down as well as up. The value of investments
may rise or fall due to the volatility of world markets, interest rates and capital
values or, for investments held in overseas markets, changes in the rate of
exchange in the currency in which the investments are denominated. You may
not necessarily get back the amount you invested.

Where you are unsure about any specific investment or other decision, you
should obtain appropriate expert independent advice.

Levels and bases of, and relief from taxation are subject to change as UK
legislation and regulations and the UK tax regime are amended from time to
time. Any content referring to such legislation, regulations or tax regime
should not be relied upon. The content in this guide refers to the 2006/07 tax
year.

Unless otherwise stated, this guide is directed only to doctors and dentists in
the United Kingdom. Doctors and dentists outside the United Kingdom should
not use or rely upon any content provided.

Seek advice from an Impartial Independent Financial Adviser / Financial
Planner whenever considering restructuring your investments. Each
investment should be considered on merit and not just for the tax advantages.

Rutherford Wilkinson Ltd is authorised and regulated by the Financial
Services Authority.
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