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Tax-saving strategies to implement
before the 5 April year end

As the end of the tax year approaches, now is an ideal time to consider implementing strategies to help minimise your tax
bill. This factsheet explores some of the opportunities that may be available to you, and also considers changes to taxation
that are due to come into effect in 2017/18 and beyond.

Utilise your ISA allowance

Invest in your business

April 2016 saw the introduction of increased flexibilities for Individual
Savings Accounts (ISAs), allowing individuals to replace cash they have
previously withdrawn from their ISA earlier in a tax year, without this
replacement affecting their annual subscription limit.

Capital allowances

You have until 5 April 2017 to make your 2016/17 ISA investment.
Individuals can invest in any combination of cash or stocks and shares
up to the overall annual subscription limit of £15,240 in 2016/17.
Meanwhile, a tax-free Junior ISA (JISA) is available to all UK resident
children under the age of 18 as a cash or stocks and shares product, or
both. Total annual contributions are capped at £4,080 in 2016/17.

The maximum amount of the Annual Investment Allowance (AIA) has
been set at a permanent rate of £200,000 from 1 January 2016. This
means up to £200,000 of the year’s investment in plant and machinery,
except for cars, is allowed at 100%. The AIA applies to businesses of any
size and most business structures, but there are provisions to prevent
multiple claims.

The new Innovative Finance ISA may be another option for those looking
for a potentially greater return on their investments. Loan repayments,
interest and gains from peer-to-peer loans are eligible to be held within
an Innovative Finance ISA, without being subject to tax. Although returns
on Innovative Finance ISAs have the potential to be greater than on
Cash ISAs, they carry a greater degree of risk.

‘Greener’ investment is encouraged through specific 100% allowances
available for some investments, including energy-saving equipment and
low CO2 emissions (up to 75 g/km) cars. Otherwise, the general rate of
annual writing down allowance is 18% on the reducing balance, with an
8% allowance for certain categories, including cars with CO2 emissions
exceeding 130 g/km, long life assets and certain specified integral
features of buildings.

Note that a saver may only pay into a maximum of one Cash ISA, one
Stocks and Shares ISA and one Innovative Finance ISA each year.

Take note!
With effect from 6 April 2017, the overall ISA subscription limit will
rise from £15,240 to £20,000. Meanwhile, the annual subscription
limit for JISAs and Child Trust Funds (CTFs) will be uprated in line
with the Consumer Prices Index (CPI) to £4,128.
The government’s new Lifetime ISA will also be introduced in
2017/18. This is intended to allow adults aged under 40 to save up
to £4,000 a year towards buying their first home (up to a limit of
£450,000), or to save towards their retirement. Various rules apply –
please ask us for details.
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Capital allowances permit the costs of capital assets to be written off
against taxable profits.

Typically, a purchase made just
before the end of the current
accounting year will mean
the allowances will usually be
available a year earlier than if
the purchase was made just
after the year end. In the
same way, the disposal of an
asset may trigger an earlier
claim for relief or even an
additional charge to tax.

FOR ELECTRONIC USE ONLY

Research and development (R&D)
Tax relief is also available on R&D revenue expenditure at varying rates.
The current rates of relief are as follows:
 for small and medium-sized companies paying corporation tax at 20%,
the effective rate of tax relief is 46%
 for larger companies, the effective rate of relief is 26%
 an alternative ‘above the line’ (ATL) credit exists for large company
R&D expenditure. The credit is fully payable, net of tax, to companies
with no corporation tax liability
 SMEs barred from claiming SME R&D tax credit by virtue of receiving
some other form of state aid (usually a grant) for the same project will
be able to claim the large company R&D tax credit. An SME may also
be entitled to the large company R&D tax credit for certain work that
has been subcontracted to it.

Take note!
In the 2016 Autumn Statement, the government announced the
introduction of a new National Productivity Investment Fund
(NPIF), aiming to improve UK productivity. The NPIF will provide an
additional £4.7 billion in R&D funding by 2020/21.
The government also intends to review the tax environment for R&D
to build on the introduction of ATL tax credit, in an effort to make
the UK ‘an even more competitive place to do R&D’.

on cars are increasing. It could prove more beneficial to pay employees for
business mileage in their own vehicles at the statutory mileage rates. In
some cases, a company van might also be appropriate. The taxable benefit
for the unrestricted use of company vans is £3,170, plus a further £598 of
taxable benefit if fuel is provided by the employer for private travel.

Take note!
From 2017/18 the car fuel benefit charge multiplier will rise from
£22,200 to £22,600. The van fuel benefit charge will rise from £598
to £610, while the van benefit charge will increase from £3,170 to
£3,230.

Make use of IHT exemptions
It is important to take steps to minimise the inheritance tax (IHT) burden.
Making use of IHT exemptions may be beneficial to you in the long-term.
Below we outline some steps for you to consider.
IHT is currently payable at 40% where a person’s taxable estate is in
excess of £325,000 (the ‘nil-rate band’), and in some cases the value of
assets given away up to seven years before your death can be brought
back into account.

Make IHT exempt transfers
Assets transferred between spouses and civil partners are usually exempt
from IHT. Additional exempt transfers include:

Use your personal allowance

 small gifts (not exceeding £250 per tax year, per person) to any number
of individuals

Ensure that you are making the most of your tax-free personal allowance
(PA), which is set at £11,000 for 2016/17. If your spouse or partner has
little or no income, you may wish to consider transferring income (or
income-producing assets) to them to make sure that they fully utilise
their PA. However, you should take care to avoid falling foul of the
settlements legislation governing ‘income shifting’, and consider the legal
consequences of transfers.

 certain gifts in consideration of marriage or civil partnership

Certain married couples and civil partners may also be able to make use
of the Marriage Allowance. This allows couples to transfer 10% of their
PA to their spouse or civil partner, where neither pays tax at the higher or
additional rate.

Give lifetime gifts

Take note!
In 2017/18 the income tax personal allowance will rise to £11,500
and the income tax higher rate threshold will increase to £45,000
(£43,430 in Scotland).
The government has committed to raise the personal allowance to
£12,500 and the higher rate threshold to £50,000 by the end of this
Parliament.

 gifts to charities
 normal expenditure out of income
 annual transfers not exceeding £3,000 (unused amounts may be carried
forward to be applied to the following year’s exemption).

Making lifetime gifts may also significantly reduce your estate’s IHT
liability. However, you must survive the gift by seven years and must not
continue to benefit from the gift personally. A discount may also apply
where lifetime gifts have been made between three and seven years
before death.

Consider a trust
Trusts permit you to transfer assets out of your estate for IHT purposes,
without handing the recipient complete control over the asset and/or
the income it generates. Any IHT charge would be at 20%, providing the
transfer is over £325,000 (2016/17).

Take note!

Review your business motoring
It is important to consider the tax and national insurance implications of
your company car arrangements.
The car benefit and car fuel benefit (where fuel for private use is provided
with the car), on which you pay income tax at up to 45%, is calculated at
up to 37% of the list price (car) and the same percentage on a notional
£22,200 (fuel) in 2016/17.
It may well be worth carrying out a complete review of your company car
policy, as year on year the percentages, and therefore the taxable benefits

From 6 April 2017, the new ‘residence nil-rate band’ (RNRB) is set
to come into effect. This measure introduces an additional nil-rate
band when a residence is passed on death to a direct descendant.
This is in addition to an individual’s own nil-rate band. In 2017/18,
the RNRB will initially be set at £100,000, rising thereafter to reach
£175,000 in 2020/21. The band will subsequently increase in line
with CPI from 2021/22.

If you require further information or support regarding any
of the issues explored within this factsheet, please contact
us for advice – we would be happy to assist you.

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