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As the end of the tax year nears, 
remember the 5 April is a multi-
faceted deadline.   

The tax year ends on Wednesday 5 April 
2017, over a week before Easter. At the 
time of writing, the Spring Budget had 
not yet taken place (8th March), but any 
announcements made by the Chancellor 
should not affect most tax year end 
actions this year.
 
For more information on the Budget 
statement and the impacts on you please 
visit www.maco.co.uk.  I will publish 
any further updates on these pages in 
the event that there are unexpected 
announcements in the Spring Budget 
that could impact in this tax year.

In theory, this was the last Budget that 
will take place in Spring, as in November 
last year Mr. Hammond announced 
he would be reverting to Autumn 
Budgets; last seen when Ken Clarke was 
Chancellor. That means we will have 
two budgets this year, but no Autumn 
Statement and 2018 will witness the first 
Spring Statement.  

The tax year dates will not be changing, 
so the 2016-17 tax year will end on 
5 April – exactly four weeks after the 
Spring Budget. Your tax year end 
planning therefore needs to start as soon 
as possible. On this occasion, there are a 
few areas that warrant prompt action: 

Pensions 
5 April is the last chance to carry 
forward unused annual allowance of 
up to £50,000 from 2013/2014. The 

calculations for maximising contributions 
and picking up unused allowances can 
be complex and have become more so 
with the introduction of a tapered annual 
allowance this year. 

If your pension benefits were worth over 
£1.25m in total on 5 April 2014, you have 
until 5 April 2017 to claim individual 
protection. 5 April is the final day to 
make ISA contributions of up to £15,240 
for the current tax year. 

If you reached state pension age before 
6 April 2016, 5 April is the deadline for 
making Class 3A voluntary contributions 
to top up your state pension. 

Your annual capital gains tax exemption 
of £11,100 will disappear on 5 April (if 
unused). If your employer offers salary 
sacrifice arrangements, the new, harsher, 
tax rules will apply immediately for any 
starting after 5 April. Arrangements 
which begin before 6 April 2017 will 
enjoy the old tax rules for another year 
(another four years for sacrifice involving 
cars, accommodation and school fees). 

Any of the £3,000 annual exemption 
for inheritance tax that was unused in 
2015/16 will be lost unless you make gifts 
covering both this tax year’s exemption 
in full and the unused balance from the 
previous year. 

If you have started to draw a flexible 
income from your pension arrangements, 
the maximum further tax-efficient 
pension contribution you can make will 
fall from £10,000 to £4,000 on 6 April. 

Venture Capital Trusts  
The changes introduced to venture 
capital trusts (VCTs) last year have slowed 
down the investment process according 
to many VCT managers. As a result, 
some managers have decided not to 
raise any fresh funds this year, while 
others are making limited new share 
issues, primarily to existing investors.  

The potential reduction in supply comes 
at a time when the 30% income tax relief 
offered by VCTs is attracting increased 
interest from those affected by the latest 
reductions in the pension annual and 
lifetime allowances. Good offers could 
sell out quickly, so do let us know if you 
wish to invest in VCTs this year and be 
prepared to act promptly. 

If any of these strike a chord please 
get in touch with me, don’t wait for the 
deadline to pass.

With the tax year end in April 
approaching, it makes sense to ensure 
you’re making the most of the various tax 
allowances available to you.

Save as tax-effectively as possible
Don’t forget to use this year’s Individual 
Savings Account (ISA) allowance before 
5th April. You can contribute up to 
£15,240 in this tax year. If you’re looking 
to save for children, the Junior ISA 
allowance is £4,080 for 2016–17.

Make pension and retirement planning 
a key objective
At every stage of your working life, 
you should save as much as possible 
into your pension. Consider topping 
up your pension whenever financial 
circumstances allow – there’s valuable 
tax relief on contributions within HMRC 
annual and lifetime allowances. 

Make sure you know your state pension 
age and get a forecast of how much 
you’ll receive. Speak to your adviser 
about arranging a regular review to 
ensure your retirement plans remain on 
track; if you’re nearing retirement, then 
their advice on how to manage your cash 
flow can help ensure you don’t run out of 
money in your later years. Take note of 
pension allowance cut from 207/18 - 
see 5.

Protect your family’s future
Your life cover needs change as you 
reach different stages of your life. So, if 
you’ve moved to a bigger house, had 

more children, changed jobs or are 
planning to retire, then your insurance 
plans might need revising. Don’t forget 
you can take out cover to protect your 
income and insure against critical illness 
and unemployment too.

It’s also important to have an up-to-date 
Will and Power of Attorney to ensure 
that your family members can carry out 
your affairs on your behalf if you become 
unable and they are provided for in the 
event of your death.

Think about your inheritance tax 
position
With property prices remaining high, 
many more people will find that 
their estate falls within the scope of 
Inheritance Tax (IHT), so planning to 
minimise the incidence of the tax makes 
good financial sense. 

With more and more parents and 
grandparents looking to pass on wealth 
to family members during their lifetime, 
it’s important to be aware that these gifts 
of money can potentially attract IHT.  
See p4 – will the impact of the 
Residential Nil Rate Band from 6 April 
2017 affect your plans?

Like many other families, you might 
benefit from professional advice about 
how best to use your IHT allowances and 
structure your finances to ensure that 
your wealth will be passed on as tax-
efficiently as possible.

So, why not make 2017 the year you 
review your finances and ensure you have 
the right plans in place for the future?

Wrap up in an ISA
The 2016–17 allowance is a generous 
£15,240 as it can’t be carried forward, it 
makes sense to take advantage of this 
savings opportunity as soon as possible, 
rather than risk losing your entitlement if  
you miss the tax year-end deadline. The 
2017–18 allowance increases to £20,000. 

Tax treatment depends on the individual 
circumstances of each client and may 
be subject to change in the future. Not 
all Inheritance Tax Planning solutions 
are authorised and regulated by the 
Financial Conduct Authority.
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There’s still time to act What’s your financial 
game plan for 2017?

Ian Finch, Director, MAFS Ltd 
ian.finch@maco.co.uk Tricia Halliday, Tax Director

tricia.halliday@maco.co.uk 

“With the tax year end in April 
approaching, it makes sense to ensure 
you’re making the most of the various 
tax allowances available to you.”
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Will the new Residence Nil Rate Band 
affect your succession planning? 
From 6 April 2017, there is an important 
change to Inheritance Tax (IHT) that 
families need to be aware of so that they 
can plan their wealth effectively for the 
future. This change is often referred to as 
the ‘family home allowance’ but is more 
correctly referred to as the Residence 
Nil-rate Band (RNRB). 

How IHT Works 
Firstly, it helps to understand a little 
more about how IHT works, and how it 
is applied to estates on death. Everyone 
has a personal nil-rate band (NRB) 
currently set at £325,000, that is unless 
they have used some of it to make gifts 
or have inherited NRB from a spouse or 
civil partner who has died. 

Married couples and civil partners (but 
not unmarried couples) are able to 
pass their assets to each other tax-free, 
and the surviving partner is allowed to 
use both tax-free allowances (unless 
of course some was used up on the 
first death), effectively doubling their 
combined NRB to £650,000. 

Where IHT is payable, on amounts 
above the deceased’s total nil-rate band 
entitlement, it is normally at a rate of 
40%. 

The residence nil-rate band (RNRB) 
The RNRB is an additional allowance that 
can be used where the surviving spouse 

dies on or after 6 April 2017 and passes 
their interest in a residential property 
to one or more direct descendants, 
meaning children, stepchildren, adopted 
children, foster children and their lineal 
descendants.

It also includes the spouses or civil 
partners of lineal descendants, providing 
they didn’t remarry before the death of 
the individual bequeathing the property. 
The maximum RNRB that a couple can 
have is the lower of the value of the 
house or two times the RNRB. The RNRB 
is £100,000 from April 2017, rising to 
£175,000 by 2020. 

For a property to qualify, several criteria 
must be met. In the case of a couple, 
only the second spouse to die needs 
to have lived in the property. Buy-to-let 
properties aren’t eligible if the owner 
didn’t live there. A former main residence 
that is rented out would qualify. If there 
are several properties involved, then the 
executor of the estate can choose which 
property to nominate. 

In the case where the deceased 
downsized, if this happened on or after 
8 July 2015, then RNRB on the difference 
in value between the old and the new 
property can be claimed. 

Where an estate has a net value of £2m 
or more, the RNRB is tapered away with 

£1 lost for every £2 net estate value over 
£2m. Families that have assets of over 
£2m may benefit from making use of the 
NRB and RNRB on the first death in order 
to reduce the estate of the surviving 
spouse. 

A complex situation 
The introduction of the RNRB gave 
rise to headlines saying that parents or 
grandparents could pass on a home 
worth up to £1m free of IHT; however, in 
practice the application of the RNRB can 
be complex and requires expert estate 
planning advice.

Derek Hanlan, Associate Tax Director
derek.hanlan@maco.co.uk 

Another pension 
annual allowance cut

HMRC, the ultra-rich and the not-so-rich 

The Autumn Statement revealed plans 
for another annual allowance cut. 

When pensions flexibility was 
announced in March 2014, it did 
not take long for tax planners to 
realise that it offered an interesting 
opportunity to “pay” the over-55s. 

The idea was that, instead of pay 
which is subject to national insurance 
contributions (NICs) and full income 
tax, contributions to a pension could 
be made from which the employee 
immediately drew benefits. 

As a result, NICs would disappear and 
income tax would be reduced by a 
quarter because of the tax-free 
lump sum.

Before pension flexibility became 
reality, the Treasury acted to limit the 
scope for such creative remuneration 
by introducing a £10,000 money 
purchase annual allowance (MPAA) to 
apply in such cases.

In the Autumn Statement, the 
Chancellor announced another turn of 
the MPAA screw: from 2017/18 it  
will be reduced to just £4,000, saving 
the government an estimated £70m a 
year. 

The rules for triggering the MPAA 
mean that once you become subject 
to it, there is no escape. However, 
it is possible to extract money from 
your pension in a way that does not 

bring the MPAA into play. This can be 
particularly useful if you are a private 
company shareholder planning a 
gradual retirement. Please talk to us 
for more details.

Parliament’s Public Accounts Committee 
thinks that the “government must take 
a tougher stance on taxing the very 
wealthy.”

In 2009, HM Revenue & Customs (HMRC) 
set a specialist team to focus on the 
tax affairs of high net worth individuals 
(HNWIs is the jargon). At the time, 
HNWIs were defined as people with net 
assets exceeding £20m, although in 2016 
the threshold was cut to £10m. The latest 
figures (for 2014/15) shows that this select 
group of around 6,500 individuals paid 
£3.5bn in income and capital gains tax – 
over £535,000 a head. 

That might sound like a healthy 
contribution to government finances, but 
a report from the House of Commons 
Public Accounts Committee (PAC) 
issued in January was highly critical of 
HMRC’s efforts in handling their richest 
clients, each of which is allocated a 
dedicated “customer relationship 
manager”. The PAC felt that HMRC was 

not tough enough in dealing with tax 
evasion and avoidance by HNWIs, even 
though at any one time a third of the 
group were subject to open enquiries 
into their tax affairs. There was a call 
for more prosecutions: in the five years 
to 31 March 2016, HMRC completed 
investigations into 72 HNWIs for 
potential tax fraud, but only two of these 
were criminal cases, of which one was 
successfully prosecuted. 

One worrying suggestion from the PAC 
was that HNWIs should be required to 
provide details of their assets on their 
tax returns, a feature of some other 
countries’ tax systems. The PAC notes 
that “HMRC has been looking at what 
further information HNWIs could be 
required to report to help improve its 
understanding of their wealth. The 
Department told us the issue is currently 
being considered by ministers.”

If you are thinking that you don’t count 
as a HNWI, do not imagine that HMRC is 

neglecting you. Two years after the HNWI 
Unit was set up, the Affluent Unit was 
established, which now covers people 
with income of over £150,000 and/or net 
assets of £1m or more. The latter criterion 
is significant: rising house prices and 
strong investment markets have swollen 
the potential members of this second tier.

As we near the tax year end, make sure 
that you talk to us about any tax planning 
before taking action – or hearing from a 
unit of HMRC…

Greig McGarvie, IFA, MAFS Ltd
greig.mcgarvie@maco.co.uk 
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Our business advisory team has been 
appointed to help Glasgow’s SMEs scale 
up over the next three years as part of an 
innovative new scheme by Glasgow City 
Council (GCC).

Glasgow City Council launched the 
scheme as part of its strategy to make 
Glasgow the most business friendly city 
in the country and the most productive 
major city economy in the UK, through 
innovation and supporting enterprise.

The focus has moved from start up to 
sustainability, focusing on high quality 
advice and rather than short-term grant 
funding.

Led by Ewen Dyer, Managing Director 
and Euan Ferries, Corporate Advisory 
Manager, the Martin Aitken & Co 
Business Advisory team will be providing 
SME owner-managers with guidance on 
how to develop and hone their financial 
management skills, as well as helping 
them to get the business ready for 
external investment to facilitate growth.

Euan Ferries, commented, “We were 
delighted to be appointed by Glasgow 
City Council to provide financial 
consultancy services.

“Getting a business ready for investment 
in terms of what a potential funder will 
look for, advising on the different types 
of funding available to Glasgow’s SMEs 
– equity, debt, grants and peer-to-peer 
lending/crowdfunding, and establishing 
the regular rhythm of management 
reporting in the business, are amongst 
the key areas we will be advising on.

“A lack of financial management skills 
has been identified as an area where 
SMEs can often be held back as the 
expertise and knowledge required to 
take the business to the next level is not 
present in the business. It’s our job to 
help the SMEs who approach GCC for 
support to bridge the knowledge gap 
and to lower the perceived barriers to 
securing external investment.

“Funding is available to 
those SMEs that have 
a good business plan, 
a clearly articulated 
proposition, supported 
by robust financial 
projections, and a 
management team 
equipped with the 
commercial and financial 
nous required to generate 
the return the directors 
of the business and the 
investors are seeking.”

The firm’s business advisers will deliver 
financial management, preparing 
investor ready business plans, sourcing 
finance, including alternative forms 
of finance and pitching the business 
proposition to funders’ guidance, 
masterclass training and support via one 
to one interventions.

The GCC scheme is anticipated to 
support over 1,200 SMEs across all 
sectors. Martin Aitken & Co is one of 
six main providers appointed under the 
framework.

The scheme, a central part of Glasgow 
City Council’s Economic Strategy, utilises 
funding from the Glasgow City Region 
City Deal (GCRCD), European Regional 
Development Funding (ERDF) and The 
Department of Work and Pensions 
(DWP).

The strategy will also see growing 
businesses supported in the new high-
growth innovation hub at the Tontine 
Building at Glasgow Cross, at the heart 
of the City Centre Innovation District.

The other main suppliers appointed 
under the framework are: Matrix Business 
Growth Consultants (Lot 1 – Growth), 
Harper MacLeod (Lot 2 – Business 
Structure) Connect Three Solutions (Lot 3 
– Skills and Resources), ID Resilience (Lot 
5 - Resilience), Targeting Innovation Ltd 
(Lot 6 - Digital Innovation).

Harper Macleod will be advising growth 
businesses on structuring, board 
development, franchising, governance, 
valuation and succession planning under 
Lot 2 (Structure) of the framework.

Paula Skinner, Lead Partner of the Harper 
Macleod team which will deliver the legal 
services, said: “We are delighted to have 
been appointed to the framework and 
look forward to working with many more 
of the area’s SMEs. We’re a business 
which grew in Glasgow and know the 

challenges that face those scaling up 
their business in the city.

“Rather than simply providing grants, 
this project will direct businesses to 
the professional advice they need and 
will significantly increase the assistance 
available to accelerate the growth of 
SMEs in the region. In Scotland as a 
whole, the focus is now on how to help 
our businesses achieve sustainable scale 
and reach their full potential. We need 
everyone working together to support 
the potential for growth at every stage of 
a business’ journey, which in turn should 
benefit the wider economy.

“Helping businesses to scale is in our 
DNA and we believe that this is a really 
forward thinking move by Glasgow 
City Council, to adopt this new model 
of supporting businesses. It’s a model 
we believe can be successful and it 
something that other authorities around 
the country will be watching with 
interest.”

If you are a Glasgow business interested 
in gaining access to the support scheme 
provided by GCC, get in touch with Euan 
or Ewen.
  

The average amount of debt 
written off by small and medium-
sized businesses (SMEs) last year 
was £11,708, according to recent 
research.  

The findings show that 76% of SMEs 
wrote off debt during 2015, totalling 
just under £50bn collectively, or 
£134m every day. In addition, one-in-
five SMEs are experiencing cash-flow 
problems according to the research, 
with 8% currently using invoice 
finance, and 19% planning to do so 
in the future, including 11% in the 
next 12 months.

It seems that non-payment of debt 
is a significant problem for SMEs. 
Amicus Commercial Finance, the 
organisation which undertook the 
research, studied 500 businesses 

and found that medium-sized 
firms employing between 50 and 
249 people were the worst hit by 
delayed invoice payments, resulting 
in an average loss of £33,750 a year 
through unpaid debts. 

So what are the reasons behind non-
payment of debt? The study found 
that the biggest challenges including 
paying suppliers (according to 41% 
of business owners), meeting debt 
repayments (30%), buying inventory 
(29%) and paying staff (24%).

One of the problems SMEs face in 
this context is that of underinsurance. 
Research by insurance group, RSA, 
shows that 88% of insurance brokers 
see underinsurance as a problem 
for SME clients, which suggests that 
many do not have sufficient coverage 
in the event of experiencing 
unexpected issues.

We are here to help you so please 
get in touch if you are experiencing 
any of the problems above. 

UK SMEs are 
writing off 
billions in debt?

Martin Aitken 
& CO to help 
Glasgow SMEs 
to scale up 

Ewen Dyer, Managing Director
ewen.dyer@maco.co.uk

Euan Ferries, Corporate  
Advisory Manager 
euan.ferries@maco.co.uk
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Investment risk - where 
are you on the spectrum     
All investing involves risk in the pursuit of 
potential gains. However, our attitude to 
risk and the amount of risk we’re happy 
to assume can vary markedly from person 
to person. It can also change with age. 

An important part of working with your 
financial adviser will be to establish how 
much risk you’re comfortable with and 
the impact that has on the rate of return 
you can realistically expect to earn. You 
should bear in mind that the level of 
return can vary from year to year and 
that past performance is not a guide or a 
guarantee of future returns. 

Each asset class – shares, bonds, cash or 
property has its own risk profile. During 
your younger years, you may want to 
invest in assets with a higher potential 
for growth but greater risk because 
you have the time to benefit from their 
long-term growth. As you get closer to 
retirement your appetite for risk may well 
change; then you may want to choose 
more conservative investments that are 
steadier in both risk and return. 

Assessing your risk profile
In order to determine where you fall 
on the spectrum of risk tolerance, it’s 
important to think about what your 
attitude would be to the possibility 
that you could lose money on your 
investments if markets were to fall 
sharply. 

Your time horizon is important too; it’s 
often easier to adopt a more aggressive 

approach to risk if you still have many 
years before you need to access your 
cash. 

Typically, you could position yourself 
anywhere on the spectrum from a 
conservative investor looking for 
low-risk near-cash investments that 
can potentially produce a steady but 
unspectacular return, through to an 
aggressive investor who’s happy to 
acquire riskier investments in less-mature 
markets that could produce potentially 
higher but less certain returns. 

Finally, you should also consider your 
“capacity for loss” which is defined as 
your ability to withstand losses and the 
impact these may have on your lifestyle, 
goals and objectives. For example, you 
may have a high tolerance to risk but if 
you do not have the ability to withstand 
losses, then the overall risk profile of 
you investment strategy may need to be 
adjusted lower to reflect this.

Unsurprisingly, many people position 
themselves somewhere in between, as 
moderate investors willing to take some 
risk, but anxious not to face the prospect 
of losing too much capital. 

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. 

Generation O 
struggling to save
The ‘Ostrich Generation’, or Gen 
‘O’ for short (16-34 year olds), have 
got their heads in the sand when it 
comes to how they choose to spend 
and especially save their money. A 
recent survey1 revealed that over half 
of Gen ‘O’ regularly treat themselves 
whenever they want. 

Choosing to spend more money in 
the present is having a huge impact 
on their ability to save for the future. 
When questioned about what would 
motivate them to save money, just one 
third said that saving for their pension 
or retirement would motivate them. 

The majority would be more driven 
to spend their savings on items or 
experiences to live for the moment. 
When questioned about how their 
finances make them feel, the survey 
reveals that Gen ‘O’ experience a 
range of negative emotions when 
considering their financial affairs. 
Of those who do save, a massive 
41% of Gen ‘O’ spend it on buying 

things they want but don’t need, like 
the latest technological devices. This 
spending on items which provide short 
term gratification again highlights a 
disregard for longer term financial 
security. 

Embedded into daily life, social media 
has bred a culture where millennials 
have a fear of missing out (FOMO 
for short), choosing to prioritise this 
over long term thinking. This fear is 
amplified by people continuously 
advertising their lives online, providing 
a constant reminder about experiences 
and events, triggering other people to 
spend money just to ensure they are 
involved too. 

A generation focussed on their 
appearance and likely to take 25,000 
selfies during their lifetime, over a third 
of Gen ‘O’ (35%) want more control 
over their appearance, many choosing 
to live beyond their means to strive 
for physical perfection – a far cry from 
older generations. 

Not only are social and cultural 
pressures resulting in higher spending 
but short-term thinking practised by 
many Gen ‘O’s, combined with an 
overriding avoidance of investing or 
saving, will undoubtedly affect their 
future savings. An increase in spending 
facilitated by the rise in contactless 
payments and online money transfers 
also impacts people’s ability to save. 

“Choosing to spend more 
money in the present is 
having a huge impact 
on their ability to save 
for the future. When 
questioned about what 
would motivate them to 
save money, just one third 
said that saving for their 
pension or retirement 
would motivate them.”

Jim Croly, IFA, MAFS Ltd 
jim.croly@maco.co.uk 
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1 Aviva, Meet Gen ‘O’: ‘The Ostrich Generation’, 2016

Tax investigations are stressful, 
intrusive and expensive. The 
requests for information and 
documents usually take many 
hours to compile ready for onward 
submission to HMRC and then 
there are all of the follow up 
questions to respond to, potential 
meetings with Inspectors and then 
settlement of the investigation to 
negotiate.
 
Due to this, and the fact that 
typical tax enquiries cost 
upwards of £5,000 to resolve, 
we are offering clients our Tax 
Investigations Service. The 
service is designed to provide 
clients with protection against the 
representation costs of an enquiry. 
If selected for an investigation 
or enquiry, we will defend you 
in order to deliver the optimum 
result.
 
In summary, if you subscribe to our 
Tax Investigations Service we will: 
respond to HMRC on your behalf; 
deal with all correspondence; 
prepare and defend your case 
and negotiate the best possible 
outcome for you.
 
As an additional benefit, we have 
also arranged for subscribers to 
receive 24/7 access to a business 
legal helpline. The helpline covers 
employment law, health & safety 
and commercial matters and is 
available 365 days a year.
 
Interested? Get in touch with 
your usual contact at Martin 
Aitken & Co. Find out more on  
maco.co.uk, tax investigations 
insurance.

Tax 
investigations: 
Be prepared
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responsibilities, double the number 
so far. There are already signs that 
compliance among smaller employers is 
becoming an issue. In the third quarter of 
2016 TPR issued over 15,000 compliance 
notices, against the 11,000 it had issued 
in total over the previous 15 quarters.  It 
was a similar story on the imposition of 
penalties, with the number in the most 
serious category − escalating penalty 
notices of up to £10,000 a day − three 
and a half times the previous 15 quarters’ 
total.

In 2017 the Department for Work and 
Pensions will be undertaking a review of 
the AE process, which could eventually 
see new measures to extend AE to the 
self-employed and those with multiple 
low-paid jobs. The review will not 
explicitly propose increased levels of 
contributions, although most pension 
experts think that the current ceiling 
of 8%, due to be reached in April 
2019, is too low. At present the total 
contribution is just 2%, split equally 
between employer and employee, 
which may explain why few people have 
opted out. Next year, when employees’ 

contributions treble and employers’ 
double, could see a reaction against AE. 
AE is a step on the road to adequate 
pension provision, but on its own will 
not be adequate for many people, 
particularly those who have only a limited 
time remaining in which to contribute.  

Need guidance to get ready? We’ve 
produced a short guide to help you to 
prepare. Get in touch with Jacqui May 
to request a copy (there’s a synopsis 
available on maco.co.uk)

Attention staff: The cafeteria is closing
The Autumn Statement confirmed 
plans to limit the scope for salary 
sacrifice arrangements. 
In recent years, the number of 
employers offering ‘cafeteria’ 
remuneration has steadily increased. 
Under the system, employees can 
swap pay for benefits, which can range 
from anything from mobile phones 
through to company cars or gym 
membership.

The advantage of visiting the cafeteria 
depends on what is chosen from the 
menu. In some instances – mobile 
phones for example – pay that is 
subject to income tax and employees’ 
and employer’s national insurance 
contributions (NICs) becomes a benefit 
free of both tax and NICs. 
The party on the other side of this 
disappearing trick, HM Treasury, has 
now decided enough is enough. Over 
the summer, HM Revenue & Customs 

issued a consultation paper on 
countering the effects of salary sacrifice 
and the Autumn Statement confirmed 
that most of the proposals in the 
document will take effect from 6 April 
2017. Broadly speaking, if you give up 
salary for a benefit, then from 2017/18 
you will be taxed on the greater of:

• the salary foregone; and 
• the statutory value of the benefits 

Your employer will also be subject to 
NICs on the same basis, so the only 
saving remaining will be employee 
NICs, which for higher rate taxpayers is 
generally 2% of the earnings sacrificed. 

There will be a range of transitional 
protection for arrangements in place 
before April 2017 and a limited 
number of total exemptions. The most 
important of these is for pensions, 
where the gain from using salary 

sacrifice can be as much as 33.9%. If 
you would like to learn more about the 
continuing advantages of this type of 
salary sacrifice arrangement, please 
talk to us.

When it comes to saving for a pension, 
self-employed women are missing out. 
According to Prudential’s research1, 
just 12% contribute to a personal 
pension compared with 59% cent 
of employed women who pay into 
schemes operated by their employer. 

If you’re self-employed, saving into 
a pension can be a more difficult 
habit to develop than it is for those in 
employment. Irregular income patterns 
can make regular saving difficult. But 
there are plans available that can give 
you the flexibility you need, and the 
good news is that your contributions 
are topped up by income tax relief 
from HM Revenue & Customs. If you’re 
a basic-rate taxpayer, for every £100 

you pay into your pension, HMRC will 
add an extra £25. 

How much should you aim to put 
aside to ensure you build up an 
adequate pension pot? The simple 
answer is probably as much as you 
can reasonably afford. If you were in 
an employer scheme, your employer 
might typically contribute 4% and you 
might be contributing a further 3% 
yourself. So it makes sense to discuss 
with your financial adviser the level of 
contributions you can make and the 
likely returns they would produce for 
you. Tax treatment depends on the 
individual circumstances of each client 
and may be subject to change in the 
future. 

Saving for the future 

Jacqui May, Payroll Manager 
jacqueline.may@maco.co.uk

Jennifer Hutchison, Tax Senior
jennifer.hutchison@maco.co.uk

Jim Croly, IFA, MAFS Ltd 
jim.croly@maco.co.uk 

Government reveals late 
payment regulations
From April, large companies will have to 
report their payment practices twice a 
year – including the average time it takes 
to pay supplier invoices. 

A guidance for large businesses to 
report payment practices, the ‘duty 
to report’ guidance, was published in 
early February and it states that from 6 
April 2017, large companies and limited 
liability partnerships (LLPs) will  
have to publish their payment practices 
and performance. 

The thresholds for this reporting at 
present are: 

• £36m annual turnover
• £18m balance sheet total 
• 250 employees 

The new law will be applicable to any 
company or LLP which exceeds two of 
any of these three thresholds. 

Affected businesses will have to report on 
their performance twice a year – half way 
through the financial year and then at the 
end of it. They’ll be published “on a web-
based service provided by or on behalf of 
government within 30 days of the end of 
the reporting period”. 

The reports should provide a breakdown 
of payment performance on the 
percentage of invoices paid between one 
and 30 days, the percentage  
paid between 31 and 60 days, and the 
remaining balance. 

The average time taken to pay suppliers 
over the six-month reporting period must 
also be calculated and published. Any 
payment disputes must also be recorded. 

Failure to report will be a criminal offence 
and could result in prosecution and fines 
if a business does not comply, or provide 
false information. We are here to help. 

Iain Stirling, Assistant Tax Manager 
iain.stirling@maco.co.uk 

Automatic enrolment has reached a 
new landmark, but the path from 2017 
onwards could be challenging. 

When automatic enrolment (AE) into 
workplace pensions started in October 
2012, there were some doubts about 
how successful it would be. A little over 
four years later, few would argue that AE 
has not been a success, at least so far.

The latest data from The Pensions 
Regulator (TPR) shows that more than 
seven million people have now been 
put into a pension by their employer 
because of AE. More than 340,000 
employers have so far complied with the 
AE responsibilities.

The earliest were the largest employers 
and the stage has now been reached 
where AE is focussed on small and micro 
employers (sub-30 employees).
Such is the skew towards small employer 
sizes in the UK, that 2017 will see over 
700,000 employers embark on their AE 
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Investing in residential 
property in 2017?  
If you are considering an investment in residential property 
this year, or if you already have residential property 
investments, you should consider the impact that the tax 
changes coming into play from April 2017could have on your investment return. 
Our short guide outlines the tax and financial consideration for holding residential 
investment property: hold personally or hold in a company. 

Tax Planning For Life 2017-18
As specialist tax accountants our goal is simple to ensure that you don’t pay HMRC a penny more 
than they are due. 

We help our clients with all aspects of tax – from self-assessment to protecting their assets and 
from minimising taxes due from the capital gains and inheritance, whilst ensuring that all available 
reliefs, exemptions and allowances are claimed. Our new 2017-18 guide will be published on our 
website in May following the Spring Budget and publication of the Finance Act 2017.

Quite simply, capital allowances can 
reduce your annual tax bill. They 
can be claimed for some types of 
capital expenditure, but generally 
speaking anything that is used 
for a business purpose that has a 
useful life of two or more years may 
qualify.

They are treated like any other 
expense and can be deducted 
from your profits, or added to a 
loss, when calculating your taxable 
profits at the end of the financial 
year. 

Get in touch with Tricia Halliday, Tax 
Director to discuss making a claim. 

Are you 
taking 
advantage 
of Capital 
Allowances? 

Making Tax Digital: 
Time to make the 
switch to the cloud?  
The tax system as we know it is about to be completely transformed to fit the digital 
world that we now live and work in. 

By 2020, HMRC hope to have moved to a fully digital and online tax and VAT system 
for individuals, businesses and companies. The new system will look and feel very 
different as will the way you interact with it. HMRC itself states that “the government 
is committed to reducing burdens for taxpayers and building a transparent and 
accessible tax system fit for the digital age”. The good news (or the bad news 
depending on your inclination) is that the changes are already underway and heading 
towards you very soon. 

On maco.co.uk 


