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One of the surprises of the July Budget 
was the announcement of new tax 
rules for dividends from April this year. 
Dividend taxation has long been one 
of the more arcane parts of the UK’s 
complex tax regime.

For many years dividends have had their 
own tax rates and a 10% tax credit that 
has not been reclaimable by tax-exempt 
investors. Mr Osborne announced a new 
regime on 8 July, to begin from 2016/17.

The 10% dividend tax credit will be 
abolished, so that the dividend you 
receive will be the taxable amount, with 
no ‘grossing up’ adjustment necessary.

There will be a new annual dividend 
allowance of £5,000. Dividends up to this 
limit will attract no personal tax.  
The dividend allowance is worth virtually 
nothing to basic rate taxpayers, but 
could save an additional rate taxpayer 
over £1,500.

For dividends above the new allowance, 
the tax rate payable will increase by 7.5% 

of the dividend, meaning that if you are: 
a basic rate taxpayer, you will pay 7.5% 
instead of 0%; a higher rate taxpayer, 
you will pay 32.5% instead of 25%; and 
an additional rate taxpayer, you will pay 
38.1% instead of 30.6%.

The surprising result of these proposals 
is that while basic rate taxpayers will pay 
more tax if they receive dividends above 
£5,000, additional rate taxpayers will 
have to receive over £25,370 of dividends 
before they are worse off. 
     
       Time to plan?
These changes could mean that you 
may need to reconsider your company 
drawings’ strategy and your current 
investments, the wrappers in which they 
are held and their ownership to ensure 
that you continue to minimise your  
tax liability.

If you are thinking about taking any 
additional drawings in the next 12-18 
months, it would be worth discussing 
your plans now so that we can make you 
aware of the potential tax liability. We will 

also consider if it would be beneficial for 
you to draw more income now prior to 
the changes in April 2016.

With the end of the current tax year 
approaching fast, I would suggest that if 
you wish me to consider your individual 
circumstances and how best to structure 
your income and investments, please 
contact me now so that we can discuss 
your plans for this year and  
the next.
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The Government has announced 
changes that will require businesses to 
submit reports to HMRC every quarter 
from 2018, however, the proposals to 
simplify tax reporting by calculating 
only sales, payroll and interest costs to 
determine a company’s overall tax bill, 
have proved unpopular among small 
businesses.
 
Government plans for digital record-
keeping increase the need for 
simplified taxes that businesses can 
readily understand, according to the 
Federation of Small Businesses (FSB), 
the body which represents owner-
managed businesses and the self-
employed. It said that “simplification 
is necessary for the digitisation of tax 
to be effective for HM Revenue & 

Customs and meaningful for smaller 
businesses”. 

HMRC claims the new regime would 
be “secure, light-touch and far less 
burdensome than the tax returns of 
today”. However, the FSB has joined 
forces with business groups and 
professional bodies in warning against 
a mandatory regime, with the Low 
Incomes Tax Reform Group stating 
that compelling small businesses 
to submit information digitally 
would make some involuntarily non-
compliant. 

The proposals have been submitted 
for an official review by the Office of 
Tax Simplification ahead of the March 
Budget. 

Tricia Halliday, Tax Director
ph@maco.co.uk

New dividend rules 
new drawings  
strategies required

Digital Tax: 
Chancellor 
asked to 
think again
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Kashflow has been built for  
business owners. That’s why we are 
recommending it to our small business 
clients. We know that most of our owner 
managers want to spend time on what 
they do best, managing, developing and 
growing the business, not struggling with 
complicated accounting software and 
trying to understand how it works. 

Software that works how you would 
expect it to work, without using 
confusing jargon or complicated 
processes giving you everything you 
will need from invoicing to cashflow 
management and automatic VAT return 
generation and filing at your fingertips. 

As well as making the accounting 
administration slightly more tolerable, 
Kashflow enables you to create 
professional invoices with your logo 
included, simplify credit control with 
automated payment reminders, make 
better decisions by receiving advice from 
us on real-time data and stay in control 
with a huge selection of business reports, 
and you can also add cashless payments 
to enable you to get paid quicker. 

Kashflow will also help with the quarterly 
reporting to HMRC, if it does go ahead 
as planned.

    Interested?  

Drop me a note and I’ll arrange quick 
demonstration for you and I’ll send over 
a couple of video links to give you a 
flavour of what Kashflow can do.

Mark Tenby, Director
mlt@maco.co.uk 

Kashflow
easy to use, better 
decision making and 
puts you in control

   

As we near the end of the tax year, 
now is the time to consider not only 
year end planning, but also planning 
for the new tax year. 

It is one of the features of the political 
cycle that the more difficult and less 
palatable legislation tends to come 
at the start of a parliamentary term 
rather than as an election nears. 

Tax changes are very 
much a case in point: 
the rises come soon 
after an election, the 
cuts shortly before 
the election. When 
2016/17 starts there 
will be a number 
of important tax 
changes scheduled 
to take effect which 
need to be built 
into your financial 
planning.
The lifetime allowance effectively sets 
the maximum tax-efficient value of all 
your pension benefits. It started life 
in 2006 at £1.5m, reached a maximum 
of £1.8m and will be cut from £1.25m 
to £1m on 6 April 2016. It will be 
possible to claim some transitional 
protection, although the final details 
are still awaited.

The annual allowance effectively sets 
the maximum tax-efficient annual 
input to all your pension benefits, 
regardless of source. It started 
life in 2006 at £215,000, reached a 
maximum of £255,000 and is now 

£40,000. From 6 April 2016, a new 
tapered annual allowance will be 
introduced, which may affect you if 
your total income (not just earnings) 
exceeds £110,000. The taper will 
mean that your annual allowance 
could be as low as £10,000.
The new tax rules for dividends 
begin on 6 April (see Tricia’s article 
opposite). If your dividend income 
is less than £5,000 you will have no 
tax to pay, but if you have substantial 
dividend income – perhaps from a 
shareholding in a private company 
– then your dividend tax bill will 
increase.

The new personal savings allowance 
will mean that if you are a basic rate 
taxpayer you have no tax to pay on 
the first £1,000 of interest, while if you 
are a higher rate taxpayer, then £500 
will suffer no tax. In line with these 
new allowances, interest from banks 
and building societies will be paid 
without deduction of tax (but it will 
still be taxable).

     Time to get ahead? 
If any of the changes gives you pause 
for thought, do contact us. Each one 
offers planning opportunities, not all 
of which are obvious.

Alasdair MacDougall 
Director, MAFS Ltd
amd@maco.co.uk

New tax 
year: time to 
get ahead
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Financial outlook
what can we expect 
to see in 2016?
The good news is that Britain is regarded 
by the International Monetary Fund
(IMF) as a shining light amongst 
otherwise gloomy world economies. In 
October, the IMF revised upwards its 
forecast for UK growth in 2015, whilst
at the same time downgrading advanced 
and emerging economies, with China 
being amongst those falling.

For 2016, the IMF 
predicts UK growth 
at 2.2%. It expects to 
see continued steady 
growth supported by 
lower oil prices and 
continued recovery in 
wage growth.
Following the release of these figures,
Stephanie Flanders, who is now Chief
Market Strategist for Europe at JP 
Morgan Asset Management, commented 
on her view of the UK’s future prospects 
and the potential effect on investment 
returns; “In the years after the financial 
crisis, it was great to be an investor, but 
perhaps not great for the economy. 
You had low growth, low inflation, low 
interest rates, and rising asset prices. 

But the signs are now that this is starting 
to change, for much of that period there 
was a high level of employment in the 

UK, but wages were low. It is almost as 
though the whole country took a little 
of the pain, jobs were there for people, 
but the wages were not great. But we are 
now seeing wage growth and we are also 
seeing productivity growth, which means 
that each worker is producing more, and 
interest rates will go up, this is likely to 
mean that soon it will be a good time for 
the economy, but a less good time for 
investors, who might have to get used to 
lower returns.”

The Way Ahead
Against this economic scenario, the basic
principles of sound investment remain
constant. It pays to have a diversified
portfolio with a mix of shares, bonds,
property and cash, with a good market
spread. Don’t be spooked by volatility 
and be realistic about expected returns. 
If it’s been a while since you last reviewed 
your portfolio, why not arrange to do so 
now?

Tricia Halliday, Tax Director

Take Note
Auto-Enrolment 
Penalties Surge

There was a marked increase in the 
number of businesses fined for not 
complying with auto-enrolment 
pension rules between October 
and December last year. 

Since auto-enrolment started 
in 2012, 5.8 million people have 
been automatically enrolled into a 
workplace pension, and at the end 
of last summer, around 12,000  
small and micro-employers were 
phased in. However, it hasn’t 
been plain sailing. The Pensions 
Regulator (TPR) served 1,021 £400 
fixed penalty notices to employers 
that did not automatically enrol 
workers into a pension scheme. In 
the previous quarter, it issued 107 
fixed-penalty notices. 

The regulatory body attributed the 
sharp rise in fines to the pension 
rules now applying to more 
employers, particularly smaller 
employers who may find it more 
difficult to put the procedures 
in place or who are leaving 
implementation to the last minute.

 Don’t leave it to the 
 last minute
Read our Auto-Enrolment guide, 
review the getting ready for AE 
checklist and consider our take on 
the scheme providers, costs and 
benefits on offer. Send me a note 
and I’ll get you started well ahead 
of your staging date:  
ph@maco.co.uk 
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Ian Finch, Director, MAFS Ltd. 
if@maco.co.uk 
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Taxing benefits-in-kind to be relaxed
At the end of last year, the government 
said that the rules on taxing benefits-
in-kind for employees are going to be 
relaxed from 6 April 2016, following the 
next Finance Act.

Benefits worth £50 or less, paid for by an 
employer, will no longer trigger a tax and 
national insurance bill for staff. 
This new legislation could affect 
employers paying for a leaving do, a 
taxi home for a sick member of staff, 
or stationery for someone who works 
from home. Currently, HM Revenue & 
Customs (HMRC) can use its discretion 
to decide what sort of benefits-in-kind 
should be taxed, or which are deemed 
trivial and therefore exempt from current 
tax rules, such as Christmas parties paid 
for by employers.

The changes would be a good step 
towards simpler tax. At present, 
employers and employees often get 

it wrong because HMRC doesn’t have 
a consistent approach or definition of 
trivial benefits. The change is expected 
to cut administrative costs for HMRC 
and employers as the current system is 
long-winded and disproportionate to the 
amounts of tax and national insurance 
contributions due. However, we have 
been here before as this is not the first 
time such a change has been considered 
– it was first proposed in the 2014 
Budget but was eventually left out of the 
2015 Finance Bill. One to watch out for in 
the next Budget.

	 Time	to	review	the	benefits	you		
 provide to staff? 
Pro-active employee benefit planning 
can save you money on your tax bill and 
it will help to incentivise your staff and 
keep them loyal. Send me a note and  
I’ll run over the benefits and salary 
sacrifice options available.

Arguably, pensions are one of the 
most misunderstood areas of personal 
finance. With the introduction of a 
raft of new measures relating to the 
operation of defined contribution 
pensions, much has changed. Here we 
look to clarify some of the confusion.

Myth: My Property is my Pension
Those who don’t have a pension plan 
often say this. However, contributions 
to a pension plan attract tax relief, and 
gains made within the plan are not 
taxed. On retirement, a lump sum of 
25% of the pot can be taken tax-free.

Viewing your main residence as your 
pension could mean downsizing in 
order to release cash – not everyone’s 
choice. Property investments can 
attract Inheritance Tax and Capital 
Gains Tax. 

Buy-to-let landlords face tax restrictions 
on their profits from April 2017. 

Although property prices have enjoyed 
a period of sustained growth, there are 
no guarantees that this will continue.

Myth: I’ll have to Buy an Annuity
No-one has to buy an annuity under 
the new pension rules. However, for 
many people, being able to guarantee 
a fixed income for their lifetime and 
that of their spouse could offer the 
financial security they are looking for.

Myth: My Pension Dies with Me
Under the new rules, if you die before 
the age of 75, your pension may be 
paid to the beneficiary of your choice 
as a tax-free lump sum. (As long as it is 
less than the lifetime allowance, £1.25 
million in tax year 2015-16). There will 
normally be no Inheritance Tax to pay.

If you die before age 75 with your
money in drawdown, your spouse, 
partner, dependant or beneficiary can 
stay in drawdown and take the income 
tax-free, take a lump sum tax-free, or 
buy an annuity where income will be 
paid free of tax.

If you die after age 75, or the funds 
are paid out more than two years after 
death, then they can take an income, 
subject to tax at their marginal rate, 

take the pension as a lump sum which 
will be taxed at 45% (expected to be 
at beneficiary’s marginal rate from 
2016/2017) or buy an annuity where the 
income will be subject to tax at their 
marginal rate.

 Want to discuss your options? 
Make sure you are taking advantage 
of all the tax breaks available on your 
pension contributions. Send me a 
email and we can arrange a time to 
review your options.

Dispelling myths about pensions
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Iain Stirling, Assistant Tax Manager
is001@maco.co.uk

Greig McGarvie, IFA, MAFS Ltd.
gmg@maco.co.uk

   



Be aware of the effects of gearing
Unlike Unit Trusts and Open-ended
Investment Companies, Investment 
Trusts can also borrow funds which can 
enhance returns, but can also increase 
their risk and volatility, potentially giving 
investors a bumpier ride along the way. 
This borrowing of funds is referred to 
as gearing; when a trust is performing 
well, shareholders enjoy an enhanced or 
‘geared profit’. However the reverse is 
true, if the trust performs poorly then the 
loss is similarly magnified. The managers 
will borrow to increase the trust’s market 
exposure when perceived opportunities 
arise.

Some benefits they offer
Like other collective investments, 
Investment Trusts offer exposure to a 
diversified, professionally managed 
portfolio. Risk is spread as the managers 
can invest in a variety of assets, including 
property, bonds, company shares and 
cash, depending on the funds objectives. 
Investors can select from a variety of 
trusts according to their requirements, 
offering them exposure in the UK and 
other markets around the world, to the 
extent permitted by the Investment 
Trust’s Memorandum and Articles of 
Association. They are usually liquid 
investments, meaning they are easily
purchased and sold.

Who are they right for?
It largely depends on your appetite for 
risk and your time horizon. Investors 
who are willing to take on slightly more 
risk often opt for an Investment Trust 
You would also need to be prepared 
to invest for the medium to long term, 
say five years or more. It is important 
to realise that, as with all stock market 
investments, the value of your shares can 
go up or down and you could get bac 
less than your initial investment. As with 
all investment decisions, we recommend 
you take financial advice to help ensure 
you make the right choice for your 
financial circumstances.

Investment trusts:  
are they right for you?
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Jim Croly, IFA, MAFS Ltd. 
jc002@maco.co.uk

Investment Trusts are similar to Unit 
Trusts in that they are a form of pooled, 
collective investment. Like Unit Trusts, 
they are managed by a professional
team responsible for defining the 
strategy and choosing the investments. 
Where they differ is that Unit Trusts are 
‘openended’ which means they are,
in theory, capable of increasing their size 
with no limit as to how large they can 
grow.

As more money is invested, new units 
are created and the fund expands. By 
contrast, Investment Trusts are ‘closed-
ended’ which means their ultimate size 
is limited. This means Investment Trust 
managers won’t have to buy and sell 
investments to match consumer demand 
for shares.

Investment Trusts are set up as 
companies and floated on the London 
Stock Exchange. Their shares may trade 
at a discount or premium to net asset 
value. As with any company quoted on 
the stock exchange, Investment Trusts 
have to publish an annual report and 
audited accounts. They also have a 
board of directors to which the manager 
is accountable and which looks out 
for the shareholders’ interests. When 
you invest in an Investment Trust, you 
become a shareholder in that company.
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Martin Aitken & Co has appointed 
Euan Ferries CA to lead their 
Corporate Advisory team and Greig 
McGarvie, IFA has joined Martin 
Aitken Financial Services (MAFS).

Euan Ferries specialises in advising 
clients on acquisitions and disposals, 
due diligence, valuations and 
securing funding for expansion. 
With an extensive network within the 
SME funding community developed 
over a 20+ year career, Euan also 
has a successful track record helping 
clients to source and secure business 
grants such as Regional Selective 
Assistance.

“Euan’s experience will dovetail 
extremely well with our existing 
advisory and corporate tax team 
members’ skills. He has considerable 
knowledge of Scottish commercial 
markets and this will help us to 
continue developing our portfolio 
of work assisting owner-managed, 
family run and entrepreneurial 
business clients” says Ewen Dyer, 
Managing Director of MACO.

Euan Ferries commented: “I’m 
delighted to be joining MACO as 
they have a long established and 
respected reputation in Scotland. 

With the financing market continuing 
to be strong as we enter 2016, new 
banks entering the market and the 
continued growth in peer-to-peer 
lending, all of which is driving 
competition amongst funders and 
keeping prices down. It’s a good time 
for businesses looking for external 
finance to fund their expansion 
plans”.

Greig joined MAFS at the end of 
2015 and he has over 14 years’ 
experience within the financial sector 
having working for various financial 
organisations including Clydesdale 
Private Bank.
 
During the last 10 years he has 
focused solely in an advisory capacity 
working with both personal and 
corporate clients. “It’s good to come 
on board at this exciting time for 
the firm and I’m looking forward to 
working with the MACO and MAFS 
teams as well getting to know the 
clients I will be advising over the 
coming months”. Greig’s particular 
areas of expertise include pre and 
post retirement planning, investment 
solutions and estate planning. He is 
qualified to Diploma level (Dip IFS). 

Corporate advisory 
specialist and new IFA 
join the team 

Our Tax Planning For Life Guide  
2016-17 will be published in May, 
following the Chancellors Budget in 
March and the publication of the Finance 
Act 2016. We will also publish our Budget 
2016 commentary and a revised Tax Rate 
Card 2016-17 on maco.co.uk the day 
after Budget Day.

Coming Soon...

Tax 
investigations 
on the rise
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Ewen Dyer (left)  
& Euan Ferries

In order to achieve its target of 
£26.3bn of additional tax yield, 
HMRC has brought together 
research officers, data specialists 
and tax experts to form a results 
driven team - and they are making 
headway.

In 2011-12 119,000 individuals were 
investigated by HMRC, last year 
it doubled to 240,000. More than 
£600m has been delivered from 
targeted campaign activity into 
professions and trades such as 
medics, plumbers and electricians.

If you receive an enquiry or visit 
from HMRC, we will defend you. If 
you take out our Tax Fee Protection 
insurance policy, the cost of our 
professional fees will be covered by 
your policy.

 Interested? 
Send a note to Richard Green,  
Tax Associate rkg@maco.co.uk
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This was not the only blow to buy-to-let
investors.

The Chancellor also announced that from
April 2019, any capital gains tax (CGT)
due on the sale of residential property
(typically buy-to-let and second homes)
will be payable on account within 30
days of the disposal date. At present,
CGT is payable on 31 January in the tax
year following sale, which could mean a
deferral of up to nearly 22 months.

These changes come on top of the two
measures announced in the July Budget.
The phased reduction in tax relief to
basic rate for mortgage interest paid by
individual buy-to-let investors, starting in
2017/18; and the replacement from April
2016 of the 10% wear and tear allowance
with a new expenditure-based allowance.

Looking ahead the impact of the
changes is likely to be much wider and
deeper than first thought. For instance,
the additional LBTT on second homes
and buy-to-lets could mean that exit
routes in terms of selling unwanted rental
properties could be restricted.

 Time to review your property
 investments?
Buy-to-let has been a popular
investment, but these latest twists are
another reminder that the tax benefits
will not be as good in coming years. If
you are considering a property purchase,
either as an individual or through a
business, please get in touch and we
will look at the best way to structure
the purchase and the potential tax
implications.

Buy-to-let:
a future tax trap?
“Frankly, people buying a home to let
should not be squeezing out families
who can’t afford a home to buy.”
Those words from Chancellor George
Osborne, heralded the announcement
in the Autumn Statement of an increase
in Stamp Duty Land Tax (SDLT) for the
purchase of “additional properties
like buy-to-lets and second homes” in
England and Wales.

Not one to be left out, Deputy First
Minister John Swinney followed soon
after with his own announcement on
Land & Buildings Transactions Tax (LBTT)
in Scotland. He announced a 
‘secondhomes’ supplement on 
purchases of additional residential 
properties, such as buy-to-let or second 
homes will beintroduced.

The proposed supplement will be 3%
of the total price of the property for
all relevant purchases above £40,000
and it will be levied in addition to the
current LBTT rates and become effective
from April 2016. This supplement will
also apply to all companies purchasing
residential properties over £40,000.

Elaine Dyer, Director
emd@maco.co.uk

    

It is important to take professional advice before making any decision relating to your personal finances. This publication represents our understanding of law and HM Revenue 
and Customs practice as at the date of publication. It does not provide individual tailored investment advice and is for guidance only. Some rules may vary in different parts of the 
UK; please ask for details. We cannot assume legal liability for any errors or omissions it might contain. Levels and bases of, and reliefs from taxation are those currently applying or 
proposed and are subject to change; their value depends on the individual circumstances of the investor.

The value of investments can go down as well as up and you may not get back the full amount you invested. The past is not a guide to future performance and past performance may 
not necessarily be repeated. If you withdraw from an investment in the early years, you may not get back the full amount you invested. Changes in the rates of exchange may have an 
adverse effect on the value or price of an investment in sterling terms if it is denominated in a foreign currency.
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individuals and third sector organisations.
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