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Tax Matters 

Tax tips for the year end 
With the year end fast approaching, here are our top 
tips to help you make the most of the tax-saving 
opportunities available to you and your business ahead 
of 5 April 2016. 

Individuals 

Utilise your 2015/16 ISA allowance 

Adults can invest in any combination of cash or stocks and shares 

ISAs up to the overall annual subscription limit of £15,240 in 
201 5/16. However, a saver may only pay into a maximum of one 
Cash ISA and one Stocks and Shares ISA each year. Junior ISAs, for 
children aged under 18, allow annual investment of up to £4,080. 
You have until 5 April 2016 to make your 2015/16 ISA investment. 

Saving for a f irst home? The Government's new Help to Buy ISA, 
which is available from 1 December 2015, offers unique incentives 
for first-time buyers. The account enables individuals to save monthly 
deposits of up to £200, with an opportunity to deposit an additional 
£1,000 when t he account is first opened. 

The Government will then provide a 25% bonus on the total amount 
saved, including interest, capped at a maximum of £3,000 on savings 
of £12,000, which is tax-free. 

The bonus can only be put towards a first home located in the 
UK with a purchase value of £250,000 or less, or up to £450,000 
in London. 

Plan to avoid the 'hidden 60%' income tax band 

Persona l allowances are scaled back if 'adjusted net income' exceeds 
£100,000. The personal allowance is reduced by £1 for every £2 of 
income in excess of that limit. This means t hat an individual with 
adjusted net income of £121,200 or more will not be entitled to any 
personal allowance. This gives an effective tax rate on this slice of 
income of 60%. If your income for 2015/16 is likely to fall within this 

band, talk to us about your options - you might, for example, delay 
income into the next t ax year or increase payments into a pension. 
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Organise a tax-efficient estate plan 

Early planning can help to reduce your liability to inheritance tax 

(IHT) through, for example, a plan for tax-efficient lifetime gifts 
and a tax-efficient Will. There are a number of IHT reliefs available, 

while certain small gifts can be made free of any IHT liability. Annual 
transfers not exceeding £3,000 are also exempt (and any unused 
amount may be carried forward to enhance t he following year's 
exemption). 

Businesses 

Consider the timing of capital investment 

For a temporary period from 1 /6 April 2014 to 31 December 2015, 
the majority of businesses are able to claim a 100% Annual 
Investment Allowance (AIA) - in effect, a year one write off - on the 
first £500,000 of expenditure on most types of plant and machinery 
(but not cars, to which different rules apply). 

The AIA is to reduce to £200,000 from 1 January 2016 and where 

a chargeable period straddles this date, the maximum amount of 
AIA entitlement is calculated on a pro- rata basis. There are also 
restrictions on the amount of expendit ure which can qualify for AIA 
depending on when the assets were purchased. 

The change in the AIA could have a significant impact on the relief 
available. Please speak to us about the timing of any investments 
you are planning so as to ensure you receive the maximum benefit. 

Review your business motoring 

Tax and national insurance costs could mean that the company car is 
not the most tax-efficient option for either employer or employee. 
The car benefit and car fuel benefit (where fuel for private use 
is provided with the car), on which you pay income tax at up to 
45%, is ca lculated at up to 37% of the list price (car) and the same 
percentage on a notional £22, 100 (fuel). 

We can help you decide on the most efficient way to organise your 
business motoring. 

For more information on minimising your tax liability 
ahead of the year end, please contact us. 



Property tax relief: 
winners and losers 
The Government has announced a number of 

changes to property tax reliefs, which are set to 
come into force over the coming years. Here we 
provide a round-up of some of the key reforms. 

Wear and tear allowance 

For furnished residential lettings an allowance is currently 

available to cover wear and tear on certain items (such 

as suites, beds, carpets, curtains, linen, crockery, cutlery, 

cookers, washing machines and dishwashers). For such 

items it is possible to claim an annual wear and tear 

allowance equal to 10% of the rents received (less certain 

expenses). However, subject to consultation, from April 

2016 the wear and tear allowance will be replaced with a 

new relief that allows all residential landlords to deduct 

the actual costs of replacing their property furnishings. 

HM Revenue & Customs (HMRC) has also proposed 

extending the tax break to properties regardless of 

whether they are partly furnished or unfurnished. 

This means that a broader number of claimants will 

benefit, as well as ensuring a more consistent way of 

calculating profits. 

The new furniture replacement relief does not apply 

to furnished holiday lettings or letting of commercial 

properties, because those businesses receive relief through 

capital allowances. However, owners of all other residential 

properties can claim a deduction for the replacement cost 

of furniture, furnishings, appliances and kitchenware. 

Rent-a-room relief 

Owner occupiers and tenants who let furnished rooms 

in their only or main residence may claim rent-a-room 

relief. Under the rent-a-room scheme, income from letting 

furnished rooms in your main residence will be exempt 

from tax if the gross annual rent does not exceed £4,250 

(£2, 125 if you share the income) in 2015/ 16. However, 

from April 2016 the level of rent-a-room relief will be 

increased to £7,500 per year. 

If you are letting to lodgers who live as part of the family, 

there will be no loss of the capital gains exemption. 

Otherwise, there may be some restriction. 

The move is expected to benefit those who rent rooms 

to long-term lodgers, and also short term stays. Users of 

online room letting platforms, such as Airbnb, will qualify 

for the relief. 

Landlord tax reliefs 

In a move which Chancellor George Osborne promised 

would 'level the playing field', landlord tax reliefs will 

see a phased change over four years from April 2017. 

Currently, buy-to-let landlords are able to claim tax relief 

on monthly interest repayments at their top level of tax 

- up to 45% - and this is to be eventually reduced to the 

current basic tax rate of 20%. 

The impact on individuals will depend greatly on 

their specific circumstances. Contact us for help 
with planning ahead. 

All change for dividends 
The rules on the taxation of dividends are set to change 
substantially from 6 April 2016, which could have a significant 

impact on the amount of tax you pay. Here we outline the facts 
and figures which will form the basis of the reforms. 

Under existing legislation, the taxation of dividends is made complicated 

due to a 10% tax credit being added to the cash amount of the dividend, 

with the tax credit then satisfying all or part of the income tax liability on 

the dividend. The practical effect of the system is that basic rate taxpayers 

have no further tax to pay on dividend income and a higher rate taxpayer 

will pay an effective 25% on the cash amount of the dividend receipt. 

However, this is soon to change: from 6 April 2016 this tax credit will cease, 

and all dividend income will be taxed as gross. 

For the 2016/ 17 tax year the first £5,000 of dividend income will be taxed 

at 0%. Your subsequent rate of tax wi ll be dependent upon any other 

taxable income you have. If your dividend income moves you from one tax 

band to another, then you will pay the higher dividend rate on that amount. 

The old and new regime: a comparison 

Depending on your overall income and dividends that you expect to receive, 

this change may have a greater or lesser impact on your finances. The following 

table shows a comparison between the current and prospective tax rates: 

I Basic rate I Higher rate I Additional 

band band rate band 

Effective dividend tax rate now 0% 25% 30.6% 

Rate from 6 April 2016 7.5% 32.5% 38.1% 

Case Study 

Andy has non-dividend income of £6,500 and a dividend income of £12,000 

outside of an ISA. In the current tax year, Andy will have no tax to pay on 

his dividend - some of the dividend falls into the basic rate band but the 

effective tax rate is nil. 

In the next tax year, Andy's personal income tax allowance of £11,000 

covers his non-dividend income plus £4,500 of his dividends. With the 

- £5,000 dividend allowance, he will pay tax on £2,500, which is 7.5% as a 

basic rate taxpayer. 

Minimising the tax impact 

Be sure to make t he most of your tax-efficient savings and pension options. 

Married couples could consider spreading their investment portfolios in order 

to maximise the dividend tax allowance, and also make use of their personal 

income tax al lowances. Some of the ot her key points to consider include: 

Trading as a limited company - if you are currently t radi ng as a limited 

company, you wil l still benefit in tax terms. However, the tax saved by 

incorporation has been reduced. 

Salary or dividend? - a director-shareholder is sti ll likely to benefit from 

taking a dividend over a salary, although the amount of tax saved will 

be reduced. 

Taking dividends before April 2016 - it may be worth increasing 

dividends before 6 April 2016. However, there may be other tax issues to 

consider, such as loss of the personal tax allowance if your total 'adjusted 

net income' exceeds £100,000. 

Please note that this article is based on our current 

understanding of the new regime, with detailed legislation 
expected to be released in due course. Early planning can help 

save you money in the future, so please contact us for advice 
tailored to your particular circumstances. 



Tapering the annual allowance 

The annual allowance - the amount that can be cont ributed into a 
pension each year and still receive tax re lief - is normally £40,000 
(2015/16). However, from 6 April 2016 t he Government wi ll 

introduce a taper to the annual allowance for t hose with adjusted 
annual incomes (including their own and their employer's pension 
contributions) over £150,000. Under the changes, for every £2 of 
adjusted income over £150,000, an individua l's annual allowance 
will be reduced by £1, down to a minimum of £10,000. To ensure 
this operates as the Government intends, pension input periods wi ll 
be aligned with the tax year, although transitiona l rules are in place 
to prevent retrospective taxation (see below). 

Alignment of pension input periods 

The changes to pension input periods were announced in t he 
Summer Budget on 8 July 2015 and came in with immediate 
effect. As a result, special rules apply during 2015/16 to determine 
whether t he annual al lowance has been exceeded. 

Al l pension input periods open on 8 Ju ly 2015 are closed on t hat 

date, with the next pension input period running from 9 July 2015 
to 5 Apri l 2016. All subsequent pension input periods wil l be 
concurrent with the tax year from 2016/17 onwards. 

The transitional rules are designed to ensure that individuals 
are not adversely affected during this alignment process by 
allowing an additiona l annua l allowance entitlement for 2015/16. 
Consequently, savers may be able to receive tax re lief on up to 
£80,000 of pension contributions for 2015/16, with a maximum of 
£40,000 being available for the post-Budget period. In addition, 
an individual may have unused amounts brought forward from 
2012/13, 2013/14 and 2014/15 (see below). 

The exact amount avai lable wil l depend on a number of factors, 
such as the type of pension scheme, t he pension input periods 
of each scheme and the timing of contributions. The ru les are 
complicated and individuals should consu lt an expert for advice. 

Carrying forward unused allowances 

Where pension savings in any of the last three years' pension input 
periods were less t han t he annual allowance, t he 'unused relief' is 
brought forward, but you must have been a pension scheme member 
during a tax year to bring forward unused relief from that year. 

Therefore in 2015/16, unused allowance may be brought forward 
from 2012/13, 201 3/14 and 2014/1 5. The annual allowance was 
set at £50,000 in both 2012/13 and 2013/14, and was reduced to 
£40,000 for 2014/15 onwards. The unused relief for any particu lar 

year must be used within three years, but only after using the 
current year's annual allowance. 

Case Study 

Alex is a self-employed plumber. In t he t hree years prior to 
201 5/16 he has made contribut ions of £30,000, £20,000 and 
£30,000 to his pension scheme. As he has not used all of t he 
£40,000 (201 3/14 and prior years £50,000) annual allowance 
in earl ier yea rs, he has £60,000 unused annual al lowance that 

he can carry forward t o 2015/ 16. 

Together wit h his current year annual allowance of up to 
£80,000 (dependent upon the t ransit ional ru les), Alex may 
be able to make a contribution of up to £140,000 in 2015/ 16 
without incurring an extra t ax charge. 

Changes to the lifetime allowance 

In addition to the changes outlined above, the lifetime limit, which 
sets the maximum figure for tax-relieved savings in a pension fund, 
wil l be reduced from £1.25 mill ion to £1 mil lion from 6 Apri l 2016. 
Where tota l pension savings exceed the lifetime allowance at 
retirement, a tax charge of up to 55% may apply. The lifetime 
allowance wil l be indexed annually in line with the Consumer Price 
Index from 6 April 2018. 

However, where an individual has sign if icant pension savings, it 
may be possible to apply for protection. Two types of protection 
are to be ava ilable. The first is known as ' f ixed protect ion' and 
wi ll be of benefit if total pension savings are expected to exceed 
£1 mill ion when t he savings are accessed in t he future. Fixed 
protection retains the £1.25 mil lion lifetime allowance. A critical 
condition for this protection is that no further benefit accrual 
(i.e. f urther contributions) can occur from 6 April 2016. 

The other protection is 'individua l protection'. This wi ll enable 

savers to fix their lifet ime allowance at the value of the fund at 
6 Apri l 2016, provided the f und has reached at least £1 mil lion 
in value at that date. However, t he value to be protected cannot 
exceed £1.25 million. Further contribut ions are al lowed under this 
protection. The deadlines for a cla im under either of the protection 
routes are current ly being reviewed and may in fact be removed. 

The pension rules are notoriously complicated and 
individuals should seek expert advice to ensure that 
their savings are as tax-efficient as possible. 



Lifetime tax bill for average family 
~reaches £734,240' 

A recent study has indicated that the average British family will 
pay almost three-quarters of a million pounds in tax over the 
course of a lifetime. The research has suggested that an average 
household will pay £734,240 (in 2013/14 prices) in direct and 
indirect taxes during their lifetime. 

The figure, based on data obtained from the Office for National 
Statistics, equates to a 2.3% increase on the amount calculated 
for 2012/13 (£717,650). According to the study, over a lifetime 
the average household pays £253,040 in income tax, 
some £146,775 in VAT, £92,795 in employee national 
insurance contributions, and a further £59,955 in 
council tax. 

The UK tax system is notoriously 
complicated, but with sensible tax 
planning it is possible to minimise 
your tax liability whilst remaining 
compliant with your legal 
obligations. 

Please contact us for further 
advice and assistance. 

Business rates 
to be devolved 

The Government recently 
confirmed plans to give 
councils in England the 
authority to alter the 
level of business rates 
in their area, and the 
opportunity to keep 
all of the proceeds of 

those rates. 

ll\Cl; S.Cl;lf AS.S.Cl;S.S.Mll;,,.,.. 
J.Cl;AJ.li"Cl; is. Appr-oAc..ki"~! 
The deadline for filing your 201 5 tax 

return online is 31 January 201 6. Returns 
not filed by 31 January could result in a 
£100 penalty, with further fines payable 
for prolonged payment failures. 

We can prepare and file your tax return 
with HMRC, as well as advise you on 
which payments are due and when you 
should pay them. 

Currently, businesses pay a uniform business rate set by the 
central Government, which is calculated by multiplying the 

rental value of a property by either the standard rate 
(49.Sp) or the lower rate (48p), and then subtracting 
any rate relief. Councils retain 50% of the earnings, 
with the Treasury red istributing the rest of the revenue 

to compensate areas with fewer businesses. 

The new proposals, announced by the Chancel lor at the 
Conservative Party Conference, will mean that councils can 
cut these rates and effectively compete with each other to 

encourage enterprise and attract businesses to their area. 

This newsletter is For guidance only, and professional advice should be obtained before acting on any information contained herein. Neither the publishers nor the 
distributors con accept any responsibility for loss occasioned to any person as a result of action token or refrained from in consequence of the contents of this publication. 


