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UR MONEY ON TUESDA

News you can us
finances telegrapl

Pump up the
piggy bank

RUTH and Pat
Parkinson, who five
near Dundee, face

anurse, has recently
returned to work in
order to dedicate her
salary Lo building up a
school fees fund. "One
setof fees s just
about doable. but two
sets for three years
will be impossitie.”

when they can for the
past five years.

Eloven-year-old Josh
starts at Dundee Hoh
School this term, whie

£1,000amonthinto 3
savings account with
Skipton Buikiing
Sodiety. She plans lo
invest in a one-year ‘
cash bond next year
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School fees: ease the pain

Whether you've
planned ahead for
your children’s
private education or
itsalastminute
decision, there are
ways to cut the

costs, says Nina
Montagu-Smith

s pupils rcturn to school,
many parents are now
contirinlflaung the next school |
fees bill. School fees rose by
more than six per cent |
year and as pressurc on schools to prove
they provide a public service
many may be forced to raise fees further
to compensate for additional bursaries if |
they wish to maintain their charitable
status. Whether you have fees to pay now
or are ahead for the future, we f
guide you through the financinl maze.

IF YOU NEED TO PAY FEES NOW 1

Help from the school

If you are struggling to pay the bill now,

there are ways your school can help. ‘
“Parents must hove a dialogue with the

schoal,” says Jonathan Cook, of the |

Independent Schools' Bursars

Association. “If your child has special

needs, the school may be able to help you ‘

mwmol afford, rally the support of the
nt Teachers Association (www.nepta.
| org.uk), which has mai to arrange

| for fee increases to be reduced in several
recent cases,

Borrow the

money
If you have equity in your home, you
could consider extending your morigage
to release money to pay fees. This is no
solution, nnd as lenders have

| Save as you go: PLANNING IN ADVANCE

making regular

monthly payments | fees carly

into a savings account  If you can release a lump sum - perhaps

Is just one way to plan | from a morigage or the lax-free lump sum

in advance for school  frum your pension if you are over 50
many schools allow parents to pasfulum
fees ot today's prices, so you avoid a hike
in fulure years.
"mclcnnsmaybcammwcspcdall)

.« 1aaas schools look to shore up their W

Most scholarships, awarded for

| sporting, musical or academic excellence, |
| cover between 10 per cent and 25 per cent !

of the fees.

“The onus is shifting away from
scholarships now, and towards bursaries
which are means-tested,” says Cook.

Schools make their own judgments about |

a family’s need for assistance - “it could

be Ig() per cent, it could be nothing,” says |
He explains that a school will place the |

children it admits into an order of pnonty

get funding from a relevant charitable ocoordlng to merit. Then it moves down
trust. :\!lemnuvclrs it may means-test you | the list emm?e case of each family, \
and then see if it is able to close the gap.” %ﬂ ng out to those who need
You will have to show you havu cut out most unul Ihe money runs oul.
all other quurg spending - | Is such as Eton and
new car, even Sky TV S&moh Winchesﬂer have endowment funds,
generally pnormse cases where the child | often left to them in the wills of alumni,
is mid-way through GCSEs or A-levels. and can afford to be more generous.
Many private schools will be open to
negotiation if pupil numbers are

dwindling as a result of the recession.

Make sure you ask for a discount if you ‘

have more than one child at the same

school. l
If you are facing a hike in fees which

ayment plans
Many u:hoola now allow parents to pay
fees on a monthly hasls. whlch will at
least help with budgeting
paying out of income. The avuilublln)' of
lhcsc is down to the individual school.

bommcmmmluuuumlmd.msml i finances,” says Adrian Lowoock, senior
even an option for everyone. But if you o ndvlscr at financial advice group
have at least opercemeql.mylcgulr t- "Dlumunlxamnﬂ:mdhnlhe
'"home, an * mortgage, whi rqﬁmol‘ﬁuotpcreenlloﬁvepcauu
you to keep your sa sm:m«e.bulmﬂ You will have to call the school to ask.™
counting as equity m ora Ymmunll¥paylheleesﬁveorl0yean
"ﬂ:::ublc m which allows you to in advance. If your child fails to get into
y more now and borrow back money the school, your money will be returned
[;“ur. could be the way lurward. Woolwich, Mxh some interest. “It's never going to be
for example, is rate k.
currently 2.97 pcrecnl mpﬂr on its
offset ma allom30pa- ‘6 Investing a lump sum
cent equity in )our lwmc See other bes! il you are lucky ennu%t\ to have generous
buys at moneysupermarket.co.uk , es who want to help with school
Th fees, there are some clever ways to make
| CHILD STARTING SCHOOL NOW e onus lhlsl ;us lnx-efﬁae:t n's possible.
e ohirftn * put cash, shares or assels into
OR s IS “'hlﬁln-q ’ lxuxl.yl(l)l‘t: Lax on any income from it can
Scholarships and bursaries away fmm as if the income was the
1119 Independent Schools Council . | dnldmn 's own,” says Andrew Diver,
us(mlulus that one in flhree peivate school scholarships| | | head of taxation at accountancy m
1pils receives some form of financia ” > lons roup. ‘ou therelore get the
o from scholarships, bursaries or | [0 bursaries || venefit of their personal nllwmi(v:c and
| charitable trusts. | lower rates of tax.”

If you are paying £6,475 of school fees
through a trust, it costs precisely that.
Buta er-rate taxpayer would have to
' eamn a gmsu income of £10,900 to fund

29

the same fees.
Trusts can be set uj muptnsm.l bya
solicitor. “Trusts, and specifically school
‘ fee trusts, gain maximum tax edv iciency
when money is added by grandparents
[ rnther lhnn parents,” adds Diver. This is
of tax rules 1g that when a
parent money lo a child, dircetly or
mdm:cﬁm=l ugh a trust, any income
mcncmlcd is treated if it is taxed on the
nt if it exceeds £100 a year.

Requiar savings

Cash bonds from banks and building
societies, which usually require you to tie
up your money for between one and five
years, tend to offer higher rates of interest
than other types of savings account, You
can get 5,45 per cent annual interest on a
ﬁw ¥mr bond fmm West Bromwich

ty at the One-year
bonds are paymg up to around 3.8 per
cent, while two g;cwbonda are paying up
to 4.4 per cent. best buys at www.

| moneyfacts.co.uk. Buying a series of
bonds, where one matures each year, can
| be a good way to budget and earn a good
rate of interest.

|

Stock market investments ’

“Most parents will have a reasonably
lo inveslmenl horizon if they plan
| early,” says Lowcock, who advises using
up lnxf cient allowances such as the
£7,200 you can currently savein.
individual savings accounts (ISAS) tax
free, This rises to £10,200 next year. ISAs

hold cash or stock m

*m&n shares and bonds. If you have
time to plan ahead for fees, shares are
proven to perform better than cash over
the longer term, but you will have to take
the risk that the value of your investment
may fall. If you cannot afford to lose any
of it, don't take the chance. If you invest
in the stock market, it is wise to use up
your I1SA allowance on income-
ucing mvr.stmm!n. nml nhr.k ln

Mmh for anything you hold outside an
Lowcock points out that everyone has
£10,100 capital gains tax (CGT)
wance each year to use up bcIom
ey pay tax on capital gains.
urthermore, CGT is ¢l at 18 per
nt, while income tax is charged at
0 per cent at the highest rate = soon to
50 per cent for very high earners.
If you are comfortable with stock
rram 1 investments, Lowcock
mmends that parents saving for
bchool fees build Lupa portiolio of
| Fabsolute return™ funds. These funds
| fise methods of playing the stock market
Jnown as “shorting” and “going long” to
“ ncrease returns. Because they are usin,
wide range of investment tools, the ris
| pf the manager blowing the lot on one
tock is lower. Recommended funds
nclude Cartmore UK Absolute Return,
Nhl(‘h mms to return 10 per cent of
| per year: Blackrock UK Absolute
Alphn. and BNPPunbas Stabiliser. If you
want to consult a financial adviser, you
can ﬁn(l one near you at www.unbiased.
cu.u
yrate bonds, which are 10Us
c:r by companies to investors, are
paymg better rates of interest than cash
at the moment. Again, if you can, shelter
bond funds in an [SA to save on tax. [
Lowcock recommends Legal & General
Dynamic Bond fund which is paying an $
income of 4.3 per cent after basic-rate
tax. Invesco Perpetusl Corporate Bond, ¥
recommended, is paying 4.8 pereent. ¥




