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Welcome
Our third annual Tax Planning for Life 
navigates you through a wide range of 
tax planning opportunities and wealth 
planning strategies for all stages and 
facets of life.
We don’t just help our clients to pay their taxes, we help 
businesses, company directors, private individuals and families 
to consider legitimate and legal ways to reduce their current and 
potential tax liabilities, helping them to maximise the income they 
receive from their investments. 

“UK taxpayers are still wasting billions making unnecessary tax 
payments by not taking advantage of simple efficiencies” according 
to research by Prudential. They estimate that the total tax waste 
this year could top £4.6bn. Low ISA usage and poor Inheritance tax 
(IHT) planning were blamed for wiping out more than half the £1bn 
of tax savings made through pension planning.

Our guide will give you ideas on how you can arrange your taxes, 
investments and wider financial affairs to reduce your own and your 
family’s current and future tax liabilities. 

When you’ve worked out your priorities, give us a call and we 
will create a Tax & Wealth Plan for you.
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Individuals & Couples
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Let us help you to ensure you don’t 
pay a penny more to HMRC than 
they are due. 

Personal Allowance Rises
The personal allowance rises from £11,000 in 2016-17 
to £11,500 in 2017-18. The higher rate threshold will 
also increase from £43,000 in 2016-17 to £45,000 in 
2017-18, however, this increase is unlikely to apply in 
Scotland. The Scottish Government has proposed only 
an inflationary increase to the higher rate threshold in 
2017-18 – see Scottish Rate of Income Tax p5. 

As in recent tax years, your personal allowance of 
£11,000 is reduced by 50p for every £1 of income over 
£100,000 - this is an effective tax rate of 60%! If you can 
reduce your income below £100,000 e.g. by making a 
pension contribution or a charitable gift, or reallocating 
some of your income generating assets, you could 
benefit from the full allowance.

As in recent tax years, 
your personal allowance 
of £11,000 is reduced by 

50p for every £1 of income 
over £100,000 - this is an 
effective tax rate of 60%!

Capital Gains  
Tax (CGT)
CGT is payable when, for instance, you sell a property 
or a valuable item, or gift it to a relative, and there has 
been a substantial increase in the value of the asset. CGT 
rates reduced from 18% to 10% for lower rate taxpayers 
and from 28% to 20% for higher rate taxpayers from 6 
April 2016 - the rate reductions do not apply to the sale/
gifting of residential property. Capital gains of £11,100 
or less are exempt from CGT.

Ways to reduce your tax bill
Married couples and civil partners can transfer 
10% of the basic personal allowance (£1,100) 
to their other half. The wife / husband / partner 
must not be liable for tax above the basic rate 
and will benefit from a tax reduction of 20% of 
the transferred amount.

Assets can be passed between couples 
without any CGT liabilities and, in the case 
of IHT, any unused portion of the £325,000 
Nil Rate Band, can be passed to the surviving 
partner on the death of the first spouse/civil 
partner. Transferring assets to joint names can 
also ensure that both spouses’ annual CGT 
exemptions are fully utilised in a future sale.

It is possible to defer CGT if you re-invest the 
gain in a qualifying asset.

Changes for non-doms
Non-UK domiciled individuals (non-doms) who become deemed UK 
domiciled in April 2017 will be able to treat the cost base of their non-UK assets as 
being their market value on 6 April 2017. There will be transitional provisions for 
those who become deemed domiciled under the 15 out of 20 years rule. This is 
intended to provide certainty on how amounts are remitted to the UK.

Individuals & Couples
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The service will 
allow people 

to update their 
details in real 

time...

Ways to avoid higher rate of tax
Reorganise your income producing assets to use up the 
lower tax band of your spouse, partner and/or family 
members.

Rearrange your investments and savings and consider 
changing your assets from income producing to capital 
growth.

Maximise tax free and tax efficient benefits e.g. salary 
sacrifice, pension planning, ISAs.

Contributing to a pension is an opportunity for high 
earners to benefit from 45% or 40% tax relief. Pension 
contributions can also be used to reduce dividend 
tax liabilities by taking advantage of the tax relief on 
contributions.

If you are business owner-manager:
• Set up an Enterprise Management Incentive share  
 option scheme to reward and incentivise staff. 
• Consider making discretionary bonus payments.
• Reward yourself and fellow directors in a tax efficient  
 manner: salary vs dividend? See Dividends (p8). 

Individuals & Couples

Scottish Rate 
of Income Tax 
(SRIT)
SRIT is charged on 
non-savings income i.e. 
earnings, pensions and 
rentals - it is not charged 
on savings or dividends. 
The Personal Savings 
Allowance and £5,000 
dividends at zero rate will 
ease the administration for 
95% of Scottish taxpayers, 
but it is likely to make it 
more complicated for the 
remaining 5%.

From April 2017, the 
power to set the rates and 
thresholds that apply to 
‘non-savings, non-dividend 
income’ of individuals 
resident in Scotland will be 
devolved to the Scottish 
Parliament.  

As a result, the existing 
UK-wide main rates on 
income tax that apply 
to ‘non-savings and 
non-dividend income’ 
will no longer apply in 
Scotland. We expect more 
announcements on this 
during 2016 – we’ll keep 
you posted.

Digital Tax
HMRC has launched its services for online tax 
accounts which will direct more than a million 
UK taxpayers to the new personal online portal 
as part of Self-Assessment. 

According to HMRC, this new system will 
eventually replace annual tax returns and will 
be similar to online banking. The service will 
allow people to update their details in real 
time, provide a clear display of the tax paid and 
make it easier to contact HMRC. Payments can 
be made at any time of the day or year. 

Simple Assessment
Legislation will be enacted to allow HMRC, if they have 
sufficient information, to make an assessment of a person’s 
Income Tax and Capital Gains Tax liability without them first 
being required to complete a Self-Assessment return. 



UK tax rules have been designed to help families pass on their 
wealth legitimately to the next generation. Protecting your family 
estate from HMRC is not illegal or immoral and anyone, not just the 
super wealthy, can take advantage.

Family

Gift-wrapped 
income
You can gift a total of £3,000 per year to your 
children which will be exempt from Inheritance 
tax (IHT). If you didn’t make a gift of this kind 
in the previous tax year, the threshold rises to 
£6,000. A married couple doing this for the first 
time this year can combine their allowances and 
gift up to £12,000 to their children.

To celebrate the marriage of your children, 
consider giving the happy couple a gift of up to 
£5,000, or up to £10,000 if from a couple, which 
will again be exempt from IHT. Grandparents 
can also gift the happy couple up to £2,500 
(£5,000 if from a couple) to reduce their IHT bill.

Double  
the benefit
If grandparents have 
sufficient disposable 
income, consider 
asking them to make 
regular donations to the 
grandkids (e.g. to pay for 
school fees). This removes 
a financial burden whilst 
at the same time reducing 
the grandparents’ IHT bill.

REDUCE
GRANDPARENT’S IHT BILL

Business Property 
Relief (BPR)
If you meet the conditions, you 
can potentially remove the full 
value of a business – sole trader, 
partnership, shares in private 
company from being subject to 
an IHT charge, either via lifetime 
gifts or on death.

Gifting Assets
You can gift as much cash as you like, in what is referred 
to as a ‘potentially exempt transfer’. If you survive for a 
further seven years, the gift is completely outside your 
estate for IHT purposes. Gifting income producing assets 
to the children, such as shares in the family business or 
an investment property, is also a good way of reducing 
the overall family income tax bill whilst at the same time 
conducting succession planning. Do take care to ensure 
there are no CGT or IHT liabilities.
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Family
Children’s savings plan & trusts
Consider setting up regular savings plans for your children. Assuming the contributions 
you make do not materially reduce your standard of living, the savings would benefit 
from the ‘Normal Expenditure out of Regular Income’ exemption and will be free  
from IHT. 

If, however, you don’t want to give direct, you could consider a trust. With a little 
planning, you can transfer asset(s) into a trust with no CGT or IHT consequences and it 
also reduces your taxable estate. There are, however, some additional tax charges and 
costs related to trusts that may be applicable. If you are interested in setting up a trust, 
please get in touch with us. 

Agricultural Property Relief 
(APR)
Similar to BPR, APR is available for farm land or 
pastures, woodlands occupied with agricultural land, 
buildings used in connection with agriculture and, in 
some cases, farm cottages and houses. 

APR is complex, but in essence it is designed to 
prevent IHT forcing families to sell the main assets 
from which they draw income to pay the IHT bill. 
There are two rates available. If the conditions are not 
met for 100% relief, then 50% relief will apply.

“There are two rates 
available. If the conditions 
are not met for 100% relief, 
then 50% relief will apply.”

JISA & LISA
Junior ISAs (JISAs) are a tax-efficient way to build up savings for a child. Contributions 
of up to £4,080 annually (tax year 2016–17) can be saved into a cash JISA or a stocks 
and shares JISA. 

From April next year, any young adult under 40 will be able to open a new Lifetime ISA 
with a 25% annual bonus paid by the government on every £1 invested up to an annual 
contribution limit of £4,000. Contributions can continue up to the age of 50 and funds 
can be withdrawn tax-free from age 60, or earlier for the purpose of buying a first 
home. Help to Buy ISA – see p12.

Tax-free 
childcare
From April 2017, tax-free 
childcare will be available 
for all individuals, 
including the self-
employed, for children 
under 12. 

The existing employer-
supported childcare 
scheme will remain open 
to new entrants until April 
2018.
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Running your business is hard work. In order to maximise the fruits 
of your labour, we suggest the following strategies which both 
reduce the tax burden and maximise profits. 

Dividends
The 10% dividend tax 
credit was abolished in 
April 2016, so that the 
dividend you receive will 
be the taxable amount 
with no ‘grossing up’ 
adjustment necessary. 
At the same time, a new 
annual dividend allowance 
of £5,000 was introduced 
meaning that dividends 
up to this limit will attract 
no personal tax. Any 
dividends in excess of 
the £5,000 dividend 
allowance will attract an 
income tax liability.

Many owner managed businesses (OMBs) are likely 
to find themselves disadvantaged by this change. 
Many have traditionally paid themselves small salaries 
preferring, for tax planning purposes, to take more by 
way of dividends. Under the new rules, this approach 
could result in a significant increase in their overall tax 
bill. OMBs may now wish to consider changing the 
way in which they balance their income and dividend 
payments e.g.

• Married couples and civil partners should make  
 sure they spread their taxable portfolios between  
 them to ensure they fully utilise each of their   
 dividend allowances, personal allowances and basic  
 rate bands.
• Make use of your personal ISA allowance, which  
 increases to £20,000 from April 2017. The annual  
 savings limit per individual for 2016-17 is £15,240. 
• Sheltering investments that produce higher yields in  
 an ISA can help to reduce the impact of the changes  
 to the new dividend tax regime.

There is no “one size fits all” solution. Before you decide 
what is best for you this year get in touch with us and 
we’ll help you look at the tax impacts from all the options 
available to you.

Business

Cars
The 100% first year allowance (FYA) for businesses 
purchasing low emission cars will be extended for a 
further three years to April 2021. 

From April 2018, only cars with CO2 emissions of 
50g/km will qualify for FYA (currently 75g/km). From 
the same date, the CO2 emission threshold for 
the main rate of capital allowances for cars will be 
reduced from 130g/km to 110g/km. 

“From April 2018, only cars with 
CO2 emissions of 50g/km will 
qualify for FYA (currently 75g/km).”

Any dividends 
in excess of the 
£5,000 dividend 
allowance will 
attract an income 
tax liability.

These are a popular form of remuneration for OMB’s. 
However, they can give rise to a benefit in kind in the 
hands of the Director and tax liabilities for the company. 
If proceeds are to be extracted in this manner, it is worth 
considering repaying the loan within 9 months of the end 
of the accounting period in which funds were withdrawn 
as this will ensure the company has no 32.5% tax liability 
on the loan.

Director’s Loan 
Accounts
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Loss Relief
Whilst business losses may be an indicator of difficult 
trading circumstances, they can be used to reduce tax 
liabilities. Trading losses can be set off against other 
income in the same year or carried back to the prior year. 
Losses in the first four years of trading can likewise be 
carried back up to three years. 

If unquoted subscriber shares have subsequently reduced 
in value by 95% or more, the total cost can be treated as 
a loss and offset against current year income or carried 
back one year. There is a limit on the amount of loss 
relief available. In each tax year, the limit is the greater of 
£50,000 or 25% of the individual’s adjusted total income. 
Losses arising on or after 1 April 2017, which are carried 
forward, will be usable against profits from other income 
streams or the profits of other companies within a group. 
Also from 1 April next year, companies will only be able 
to use losses carried forward against up to 50% of their 
profits above £5 million.

         Plan & Invest
Capital Allowances (CAs) represent a valuable tax 
deduction for your business. They can be claimed on a 
wide variety of capital assets including plant, machinery, 
equipment, fixtures & fittings and cars. There are a range 
of allowances available, including the Annual Investment 
Allowance (AIA), which offers a reduction in taxable 
profits of 100% of the allowable expenditure. The current 
AIA limit is £200,000. Investment above this limit will 
attract the usual 18% or 8% writing down allowances. 
Will your investment qualify for 100% relief? Give us 
a call to arrange a review.

Arts Relief
Theatre Tax Relief was introduced for  
theatrical production companies for expenditure 
incurred after 1 September 2014. Tax relief is  
also now available to orchestras at a rate  of  
25% on qualifying expenditure from 1 April 2016. 
A new tax relief for museums and galleries for 
temporary and touring exhibition costs will be 
introduced from 1 April 2017.

Business

Entrepreneur’s Relief (ER)
When considering the possible sale of your 
business, Entrepreneur’s Relief (ER) should be at 
the forefront of your mind. ER allows the seller 
to access a 10% rate on the entire qualifying 
proceeds, thus preserving up to 90% of the sale 
proceeds. 

Shareholders should also consider the advantage 
of transferring shares to a spouse/civil partner. 
Each person has a £10m lifetime limit for ER – 
spreading shares between spouses can double the 
lifetime limit to £20m. As with many reliefs, there 
are a number of conditions to be satisfied. 

The 10% rate of CGT will be extended to external 
investors who are not employees or officers of the 
company whose shares they acquire. The shares 
must be newly issued for new consideration, be 
in a trading company or holding company of a 
trading group, be issued after 16 March 2016, be 
held for at least three years from 6 April 2016 and 
be held continually for three years until disposal.

If you are interested in finding out more about ER, 
or if you are unsure if it will apply in your situation, 
get in touch and we’ll take a look at the options 
available to you.

“ER allows the 
seller to access a 
10% rate on the 
entire qualifying 
proceeds, thus 
preserving up to 
90% of the sale 
proceeds.” 
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If you run your own company and it has been engaged in 
research or process improvements, you should call us to 
check if the associated expenditure qualifies for Research 
& Development (R&D) Relief. Broadly speaking, your 
company can claim an additional 125% on qualifying 
(the definition is wider than you would probably think) 
R&D costs. The rewards available are an enhanced tax 
deduction or a cash payment from HMRC.

Take note:  
Tackling evasion & avoidance
There is new penalty of 60% of the tax due to be 
charged in all cases successfully tackled under the 
general anti-abuse rule (GAAR). The GAAR procedure 
will be changed to improve its ability to counter 
marketed avoidance schemes.

The government will also 
consult on new sanctions 
on those who repeatedly 
and deliberately 
participate in the ‘hidden 
economy’, including 
penalties and monitoring 
of repeat offenders. There 
will be a new criminal 
offence that removes the 
need to prove intent for 
the most serious cases of 
failing to declare offshore 
income and gains. 

Patent Box
Do you hold a patent? If so, 
you could reduce your tax 
bill. Profits from qualifying 
patent interests can be taxed 
at rates as low as 10% thus 
providing effective tax rate 
benefits.

Business Taxes
The corporation tax rate, which is currently 20% and due 
to fall to 19% in 2017, will be reduced to 17% from 1 
April 2020. The VAT registration threshold increased from 
£82,000 to £83,000, and the deregistration threshold 
rose from £80,000 to £81,000 on 1 April 2016.

Research + 
Development = 
Reward

If you are thinking about selling a business 
asset and a gain is likely to accrue – before 
you do, make sure you tax advantage the sale. 
For instance, tax due on an asset sale can be 
delayed by reinvesting the proceeds in another 
qualifying asset. If you sell your business 
you could, by reinvesting the proceeds in a 
qualifying trading venture, further reduce your 
tax bill on the sale.

Selling 
Assets

Business

Employer financed  
pension advice

The income tax and NIC relief available for 
employer-arranged pension advice will be 

increased from £150 to £500 from April 2017, 
ensuring that the first £500 of any advice 

received is eligible for the relief. Interested in 
running a pensions session for your employees – 
auto-enrolment, company schemes and the tax 

benefits? Get in touch with us and we’ll  
arrange a time to host the session  

at your offices or ours.
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If you don’t know because you are not sure where to look or what’s 
available, then we will be able to help. There are range of finance options 
to consider – asset backed, equity, mezzanine and crowdfunding in addition 
to a wide range of grants and economic incentives e.g. Regional Selective 
Assistance, Food Processing, Marketing & Co-operation Scheme, Patent 
Box and R&D Tax credits to name a few. There are also a number of funding 
sources available to start-up and existing small, entrepreneurial companies 
seeking initial or an additional round of funding. 

Are you missing out on funding available 
for your business?

Business

Think you are safe from 
HMRC – think again
The risk of an HMRC enquiry is a reality. HMRC 
is targeting £26.3bn this year through more 
aggressive compliance activity, including 
tax investigations. This target will trigger a 
significant increase in both aspect and full 
enquiries. The average HMRC enquiry lasts 19 
months and the costs to defend the enquiry 
often exceed £5,000. Protect yourself against 
the professional fees incurred in responding to 
the enquiry by taking out our Tax Investigations 
package. Interested? Give us a call.

Investment in Venture Capital Trusts (VCTs)
An indirect investment in small companies enables the taxpayer investor to benefit from 
30% Income Tax relief on investments of up to £200,000 with a CGT exemption on the 
sale of VCT units. 

Enterprise 
Investment 
Scheme (EIS) 
& Seed EIS
EIS offers 30% 
income tax relief on 
investments up to 
£1m and no CGT is 
due when the shares 
are sold. EIS also 
offers CGT deferral 
relief. 

Seed EIS is targeted 
at companies looking 
to raise funds in their 
first two years of 
trading. 50% income 
tax relief is available 
on investments of up 
to £100,000 and again 
no CGT is due when 
the shares are sold. 

Business rates
From 1 April 2017, small business rate relief (SBRR) will double 
and the SBRR threshold will be raised to rateable values of up to 
£12,000 tapering to £15,000. From 1 April 2020 business rates in 
England will be uprated by reference to the CPI instead of 
the RPI. 

A review of business rates in Scotland will be undertaken over 
the next 12 months and is due to be completed by summer 
2017. The small business bonus scheme will remain in place 
until at least 2021. We’ll keep you posted on the review and 
recommendations in our regular Financial & Tax Acuity briefing. 
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Buy-to-let has been a popular investment, but there have been a 
number of changes introduced recently, with a few more in the 
pipeline, that serve as another reminder that the tax benefits will not 
be as good in coming years. 

Property

Moving home or purchasing a 
second home?
Stamp Duty & Land Tax (SDLT) was replaced in Scotland 
by a new Land & Buildings Transaction Tax (LBTT) 
last year. There is no tax to pay on properties below 
£145,000. See p19 for the applicable rates.

An extra 3% Stamp Duty Land Tax (SDLT) will apply to 
purchases of additional residential properties from 1 
April 2016 in England & Wales. In Scotland, an additional 
3% is due on the total price for relevant additional 
residential purchases over £40,000. The extra 3% will be 
payable on top of the LBTT rates and became effective 
from April this year.

If purchasers buy a new main residence and then dispose 
of their previous main residence within 36 months, the 
second home supplement can be claimed back.

Investing in a second 
property?
The additional LBTT/SDLT on second homes and 
buy-to-lets may mean that exit routes in terms 
of selling unwanted rental properties could be 
restricted.

Married couples, civil partners, parent & child, in 
fact any form of joint ownership will now be treated 
as single units, meaning that the higher rate will 
apply if just one of the co-owners already owns 
another property. 

So, if you are buying a property for a child, don’t 
put it in shared names, put it in the child’s name 
so the extra 3% LBTT/SDLT will not apply - you 
also should seek advice from a lawyer on private 
mortgage/loan arrangements. 

Help to Buy ISA
Thinking about purchasing property for your children? The Help to Buy ISA for 
first time buyers will provide a Government bonus of £50 for every £200 a first 
time buyer saves, up to a maximum of £3,000 for those who save at least £12,000 
for a deposit to purchase their first home. The scheme is available per person, 
rather than per household, meaning that couples or families looking to buy 
together will be able to receive multiple bonuses.

12 / Tax Planning for Life 2016-17



Property
 

Caveat emptor: Buy to let 
investors & Capital Gains  
Tax (CGT)
Owners of residential properties that are not their main 
homes (such as buy-to-let investors) will be subject to 
an 8% surcharge for gains on residential property, which 
effectively takes buy-to-let investors CGT rates back to 
the 18% and 28% levels. 

From April 2019, any CGT due on the sale of residential 
property (typically buy-to-let and second homes) will 
be payable on account to HMRC within 30 days of the 
disposal date. At present, CGT is payable on 31 January 
in the tax year following sale, which means a deferral of 
up to nearly 22 months.

Property Tax Relief
One of the key attractions of investing in property, 
as opposed to other assets, is that the interest on 
borrowings to buy property is tax-deductible against the 
income generated. However, from April 2017 this will be 
restricted. The outcome of this will be most keenly felt 
by some landlords who may well find they will move from 
being a basic rate tax payer to a higher rate tax payer. 

Over the four years from April 2017, for individual 
investors, HMRC will phase in a reduction in the rate 
of tax relief on interest to basic rate. For higher and 
additional rate taxpayers this could significantly increase 
their tax bill on buy-to-let investments – currently interest 
often offsets a large part of the rental income.

The reliefs available from the Annual Tax on Enveloped 
Dwellings and 15% rate of SDLT were extended on 1 
April 2016 to include equity release schemes, property 
development activities and properties occupied by 
employees.

There are good reasons for and against 
incorporation. It will come down to your own 
circumstances and objectives for the business. 
We’ve included some pros and cons suggestions 
below, but, before you get too far down the road, 
please do give us call to arrange a time to discuss 
the impact in more detail.

• If you have a property business, rather than   
 a passive investment activity, capital gains   
 tax relief may be available if you incorporate   
 the business and the consideration is settled   
 by way of shares issued by the new company.

• If you and your wife are “in partnership” running  
 a property business and you incorporate   
 and transfer the properties to the new    
 company, then relief may be available from  
 LBTT/SDLT under the new partnership rules.

• Probably the main reason not to incorporate is   
 the overall double charge on gains: 20% when   
 gains are realised and more tax payable when   
 funds are withdrawn from the company. 

• In addition to more administration & compliance  
 costs, there is also generally tax to pay when   
 you incorporate an existing business –    
 LBTT/SDLT, possibly including the additional 3%  
 surcharge from April this year.

Considered 
incorporation?

“There are good reasons for and 
against incorporation.”
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Property

Non-residential 
SDLT
The rates of SDLT on non-
residential properties in 
England or Wales were 
reformed from a slab to 
a banding system similar 
to that for residential 
properties. This took effect 
from 17 March 2016. Rates 
in Scotland and England & 
Wales can be found on the 
back page.

Property and trading 
allowances
From April 2017 there will be a new £1,000 
allowance for property income and also a £1,000 
allowance for trading income. Individuals with 
property income or trading income within this 
allowance will no longer need to declare it or 
pay tax and they can choose to pay tax on the 
excess income over the allowance rather than 
calculate their actual profit.

Holiday lets and  
Residential properties
If you have both residential properties and furnished 
holiday lets in your portfolio and you are considering 
incorporating, you may want to consider setting up 
two companies. Furnished holiday lets count as trade 
but other residential properties do not, so a company 
holding both may not get Entrepreneur’s Relief (see p9) 
on a later disposal of the shares.

Wear & Tear  
Allowance replaced 
The 10% wear and tear allowance for furnished lettings 
was abolished and replaced in April this year with a new 
relief that allows the actual costs of replacing furnishings 
to be deducted. In practice, this relief will be less than 
the previous allowance and will mean that the landlord 
has to incur real pounds and pence expenditure to  
claim it. 

“...a new relief that 
allows the actual costs 
of replacing furnishings 
to be deducted.”

“£1,000 
allowance for 
property income 
and a £1,000 
allowance for 
trading income.”
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Pensions Freedom: one year on
From April 2015, an individual aged 55 or over has been 
able to withdraw as much or as little as they want to from 
their pension pot. There is no longer a need to purchase 
an annuity. An individual can now withdraw his or her 
entire pension pot, however, income tax is payable at 
your marginal rate on 75% of the pot with the first 25% 
being tax free.

At the time there was a lot of press speculation that this 
would lead to many Britons blowing their pension pots 
on fast cars, fast living and designer holidays. So what 
happened?

Many have just carried on saving as before. The big 
splash, not unsurprisingly so, never came. So what has 
happened?

• Only around 1 in 8 now buy an annuity.
• Many people have used their lump sums to pay off  
 mortgages and other short term debts.
• The average saver is taking under 4% a year in income  
 from their pot. 
• Many have invested in buy-to-let (see Property   
 section p12). Some estimates suggest over £700m has  
 moved from pensions to property.
• Over the past 12 months the FTSE has fallen by  
 around 10%. So, those that left their money invested  
 solely in the stock market have not had a great return.
• Less than 10% have cashed in and spent significant  
 sums on new cars, home improvements and round- 
 the-world cruises and the like.

So the immediate lessons: taking cash out of a pension 
to fund a property purchase now comes with significant 
current and potential future tax impacts.

Writing off annuities, as many have done, has maybe 
been a tad premature. Annuities provide income for life 
so if you plan to live to receive your birthday card from 
the Queen, you may want to have another look and, 
unlike those who have invested and suffered losses in the 
stock market, annuities don’t fall in value.

Pensions for your family
Consider making a net pension contribution of £250 per 
month - £2,340, (£3,000 gross) for your grandchildren. 
Even if the contributions are only until they reach 
working age of 16, the fund (assuming 4% growth) 
would be worth around £67,000. If neither you nor your 
grandchild makes any further contributions, at age 60, 
the fund (assuming 4% growth) would be worth around 
£375,000 for a net outlay during their formative years of 
£48,000.

Further, assume the grandchild starts contributing £250 
per month at age 25 to their pension. At age 60 (again 
assuming around 4% growth per annum) the fund would 
be worth over £600,000. 

Consider a SIPP as part of 
your succession planning
Self-Invested Pension Plans (SIPPs) provide the 
benefit of tax free dividends. If you have retirement 
savings and do not require access to the pot 
until you are 55, there are significant tax benefits 
available to you. For instance, most people can 
invest up to 100% of earnings (effectively capped 
at £40,000 in this tax year) and receive tax relief up 
to 45%.

“If you have 
retirement savings 
and do not require 
access to the pot 
until you are 55, 
there are significant 
tax benefits 
available to you.”

Savings & Investments
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Corporate bonds
The income from fixed interest funds and corporate 
bonds in many cases is subject to interest tax, not 
dividend tax. So, from April this year, the first £1,000 
(£500 for higher rate taxpayers) of interest income from 
corporate bonds will be income tax free, which provides 
an additional source of tax-free income. 

Savings & Investments

Thinking 
about 
setting  
up a trust?
A trust is a legal arrangement which allows assets, usually 
property or money, to be looked after by a trustee for 
the good of one or more beneficiaries. By setting up a 
trust you can, provide for both you and your partner, 
whilst keeping the assets intact for the benefit of your 
children, protect the family home from being sold to 
pay for residential care fees and trusts can also reduce 
your IHT bill by taking assets out of your estate. There 
are several types of trust, they do not suit everyone and 
there may be some additional tax charges associated 
with the trust, but worth a thought.

Invest in ISAs
Up to £15,240 may be paid into an ISA in this tax year 
and up to £20,000 in 2017/18. It is no longer possible 
to “bed & breakfast” shares to maximise the use of 
the CGT exemptions, but a “Bed & ISA” (i.e. selling 
the shares you hold in an investment account and then 
reinvesting the proceeds in an ISA) will crystallise some 
of the gain. 

Taxpayers will see a tax increase of 7.5% on dividend 
income received above £5,000 a year. This makes 
sheltering taxable investments in an ISA all the more 
important as unlimited dividends can be withdrawn 
from an ISA tax-free and there is no CGT to pay in an 
ISA.

There are a range of ISAs available on the market, 
including Cash ISAs, Stocks and Shares ISAs, 
Investment ISAs Help to Buy ISAs, Junior ISAs 
and, from April 2017, Lifetime ISAs. Following the 
introduction of the flexible ISAs, you can now withdraw 
and replace funds from these without affecting your 
yearly ISA allowance, providing you replace the funds 
in the same tax year you withdraw them.

Get in touch with us and we’ll review your financial 
circumstances and savings aims for the year ahead and 
we’ll give you recommendations on which ISAs will suit 
your needs.

Giving is Good
Charitable contributions made 
by you (or by your business) 
benefit from tax relief. From 
April 2016, the maximum annual 
donation through Gift Aid is 
£8,000. Alternatively, gifting 
assets such as shares  
and land can also  
attract tax relief.

Reduce your Corporation  
tax liability
Company contributions to an employer 
pension scheme are tax deductible 
business expenses thereby reducing 
liability to corporation tax.

“Taxpayers will 
see a tax increase 
of 7.5% on 
dividend income 
received above 
£5,000 a year.”
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Savings & Investments

Allowances
Your 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 
was cut from £1.25m to £1m on 6 April 2016. 

Your Personal 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 
just £40,000. From 6 April 2016, a new tapered annual 
allowance was 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.

From April 2016, savers will benefit from a new 
Personal Savings Allowance which will exempt the first 
£1,000 (£500 for higher rate tax payers) of interest from 
income tax. 

Protect yourself  
against the unexpected
You should never be without sufficient financial 
protection whether you’re married or living with a 
partner, with family or without, or even single. That way 
should an event such as bereavement, serious illness, 
unemployment or incapacity occur, you’ll at least have 
the comfort of knowing yourself and your loved ones 
are covered financially. Also see (p18) Wills & Powers of 
Attorney.

Pensions Tax Relief
Contributing to a pension is an opportunity for 
high earners to benefit from 45% tax relief. Pension 
contributions can also be used to reduce dividend 
tax liabilities by taking advantage of the tax relief on 
contribution. The basic rate band is effectively increased 
by the contribution amount which could result in larger 
gains being realised before the higher rate of dividend 
tax is payable. 

ISAs: existing ISA holdings can be consolidated and 
assets allocated to match your needs for capital or 
income growth (or both).

Combine your 
pension pots

Disparate pension 
pots can be 

consolidated to 
purchase commercial 

property.

Business owners should 
also consider key 
person assurance and 
shareholder/partnership 
protection. Don’t leave 
your business’s future 
health and prospects 
to chance, protect 
the business against 
unexpected events  
and risks.  
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The Future

Everyone should have a Will & 
Power of Attorney
At the end of your life, you won’t regret not having 
passed one more exam; not reaching the top of the 
promotion ladder; not winning that first prize; and not 
having cleared out the back of the kitchen cupboard. 
But you will regret time not spent with your loved 
ones: your partner, your children, your parents and 
grandparents, and your friends. And you’ll regret 
not thinking about what you want to happen to your 
possessions and estate when you are no longer around 
to influence things. As well as distributing your estate in 
a manner which accords with your wishes, a Will can also 
be used to pass on your assets in a tax efficient manner.
A Power of Attorney will allow you to appoint someone 
else to deal with the financial and/or welfare side of 
your life, in the event that you are no longer capable of 
making these decisions for yourself. 

No succession plan?  
Prepare to pay more  
Inheritance Tax
Tax is often the last thing that is considered by families 
when a relative dies. But you can rest assured it will be 
among the first things that they will have to pay out from 
your estate. How much tax is to be paid from your estate 
is dependent on you and the choices you make now.

Deciding how you want to distribute your assets and 
taking advantage of the reliefs available, will help to 
reduce your IHT bill so that the next generation receive 
the full benefits as you intended. Give us a call and we’ll 
get you started.

Estate Planning
Gifting assets out of your estate reduces the tax take on your estate. You have a 
£3,000 Annual Exemption (representing a £1,200 IHT saving) and gifts in excess of this 
amount, if you survive seven years following the gift, fall out of your taxable estate 
entirely.

Think about testamentary gifts out of your estate to a Charity. This act of benevolence 
may reduce the amount of IHT payable on your estate, whilst benefitting your Charity 
of choice. For more ideas, see our Inheritance tax and Family Tax Planning pages on 
maco.co.uk 

Inheritance Tax planning should be considered at 
the earliest possible opportunity. The aim must be 
to reduce (as much as possible) the taxable estate 
above your £325,000 nil rate band.

Deeds of Variation (DoV)
DoV offer beneficiaries the opportunity to rewrite 
the Wills’ terms within two years of the date of 
death and have the rewritten terms treated as 
dispositions made by the deceased for CGT and IHT 
purposes. This could help families who have to deal 
with a Will that has not been updated for many years 
before the date of death.
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0141 272 0000 / ca@maco.co.uk / www.maco.co.uk / www.mafsltd.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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