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Snippets
You may have noticed that this issue
predominantly covers tax related articles.
This heavy bias towards tax is due to the
raft of tweaks and changes that have
already come into force, or are about to do
so. We hope there are facts here that help
with your own tax planning and remember,
we are ready to assist.

Auto Enrolment
More of our clients are becoming
involved with AE as their enrolment
date is approaching. If you employ
staff, remember to check your
enrolment date and make sure you start
the process sooner rather than later.
This is a mandatory process and fines
and penalties will be levied if employee
pensions are not set up.

Rental Properties
If you own a rental property jointly with
your spouse or civil partner, the default
position is that the income is split 50:50
between you. You can change this to
minimise the tax cost BUT it has to be
done properly. A Deed of Trust needs to
be completed and then the deed and
form 17 should be sent to the Revenue
to notify them of the change.
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Protecting
Business Mileage Update
Following our reminder last Autumn, more
detail has been issued. If you travel to a
“regular business place” albeit only one
day a week, the Revenue will consider this
as commuting and disallow travel claims.
This follows two cases decided in the
Revenue’s favour last year.
If you are claiming business mileage rates
remember to keep a proper record of your
business trips and if you are not sure which
mileage is eligible, please contact us.

Pensions
A welcome announcement from the
Chancellor prior to the budget meant there
were no major changes to tax relief on
pension contributions or changes to tax
free amounts, BUT future changes have
not been ruled out. If you are making
pension contributions remember to keep
abreast of announcements and possible
changes.
Also, review the favourable IHT treatment
of pension funds and make sure your
pension provider is aware of your wishes
should you die. In addition, remember to
keep your wills updated to recognise the
effect of these changes.
Please talk to us if you need clarification
on this topic.

Update on Ellie
Those of you who are regular newsletter
readers will know that we are sponsoring
Ellie Hewes, a young squash player who
looks set for success.
Ellie competed at the English National
Championships in Birmingham recently.
She was 13 at the end of January, which
means that she has moved up to compete
in the under 15 age group. She played a

Stamp Duty
We now have a little more clarity on who
will be affected by the new 3% additional
stamp duty.
The higher rates apply to most purchases
of additional residential properties in
England, Wales and Northern Ireland
where, at the end of the day of the
transaction, the purchaser owns two or
more residential properties and is not
replacing their main residence.
The higher rates will also generally apply
to purchases of residential property by
companies.

Dividends and Interest
As we reported in our last newsletter, all
clients who receive dividends in excess
of £5,000 will face a tax bill from April
2016.
For company clients it remains beneficial
to take a nominal salary topped up with
dividends but the savings differential is
smaller.
Also from April 2016 interest is being
paid gross. This means that if you
receive more than £1,000 interest
(Higher Rate Taxpayers £500) you will
need to declare this to the Revenue and
it will be subject to a tax charge. For more
advice on dividends, please get in touch.

good tournament and ended in a very
respectable tenth place. At the start of
April she played in
a tournament at
Bury St Edmunds,
where she won
the girls’ under
19 section.
We will continue to
update you with Ellie’s
progress during 2016.

YOUR FAMILY’S
INHERITANCE

Announced in the Summer 2015 Budget
were new proposals for the main residence
nil rate band of Inheritance Tax (IHT). The
proposals followed the Conservative
manifesto promise to increase the IHT nil
rate band to £1 million for couples.
However, this is not a simple increase!
The previous nil rate band was £325,000
and is now £500,000, but this is a specific
exemption for the main residence only.
The new band will be gradually introduced
between 2017 and 2021.
The exemption is designed to provide
relief from IHT for those families whose
estate includes a main residence that is
passed down to direct descendants after a
family member dies, or where the estate
includes assets that were realised as a
direct result of downsizing, so long as that
downsizing occurred on or after 8 July
2015. For example, where a family home
was sold for £450,000 and a smaller
property was bought for £250,000, the
proceeds of £200,000 would also be
exempt from IHT.
The relief will also be available if the
person who has died ceased to own a

main residence and his or her estate
includes assets of an equivalent value.
In this case,there will be an additional nil
rate band, rising from £100,000 in
2017/18 to £175,000 in 2020/21. For a
surviving husband or wife where his or
her spouse did not utilise their nil rate
band, there is the potential that they
could have two lots of £325,000 plus
two lots of £175,000, thereby reaching
the £1 million exemption.
In order to qualify for the additional
exemption the main residence must be
left to a direct descendant; this includes
a child, a step-child, or an adopted or
foster child of the deceased and their
lineal descendants. The original
legislation has now been amended to
also include the spouses/civil partners of
the direct descendants. This extra
allowance will be reduced if the estate is
greater than £2 million.
Increasing the main nil rate band to
£500,000 would have been a far simpler
solution, but the Government has, it
seems, concluded that this would be too
expensive. In order to achieve the
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objectives set out in its manifesto we now
have a complicated allowance system
that, despite its benefit to many, will not
help those without a main residence or
those who do not have direct descendants
to leave it to.
A review of your Inheritance Tax
planning, including your wills, should be
done on a regular basis. Please contact
us to arrange such a review with you.
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with other savings. You are however,
only allowed one Help to Buy ISA
although you can transfer it between
different providers to take advantage of
the best interest rates.

Help to buy ISA
If you are a first time buyer saving for a
mortgage deposit you can earn up to 4%
interest, tax free, and the State will add a
bonus of 25%, up to a maximum of
£3,000, on top of what you have saved.
If you have saved £12,000 by the time
you come to buy a house, the
Government will add the maximum bonus
of £3,000. The bonus is paid by the
Government to a buyer’s solicitor when
the process of handing over deposit and
other fees for the house purchase is
underway.
Every first time buyer aged 16 and
over can open a Help to Buy ISA, even if
they already have a Junior ISA or Cash
ISA, but only one ISA can be opened and
used for savings in each tax year. A few
institutions are offering ‘split’ ISA’s,
combining a Help to Buy and a traditional
ISA in one wrapper, in order to get round
the lower annual investment limits, but
the rates are less favourable.
If you are planning to buy a house in
the future it is probably worth starting a
Help to Buy ISA. So long as you use the
funds for a deposit by 2030 you will get
the 25% bonus added. If you decide not
to use the money for a house deposit you

will still get your savings back together
with any interest earned; you will miss out
on the 25% bonus of course but it is well
worth doing anyway.
You can deposit up to an initial £1,000
to open your Help to Buy ISA, then top up
by up to £200 a month after that. If you
miss a contribution one month, you can’t
then top up by more than £200 the
following month. The table below shows
how much you could earn:
Amount
saved

25% bonus
added

Min £1,600
£3,000
£5,000
£8,000
£10,000
Max £12,000

£400
£750
£1,250
£2,000
£2,500
£3,000

Deposit

£2,000
£3,750
£6,250
£10,000
£12,500
£15,000

You will also get the 25% bonus
added on any interest earned, which will
be included in the amount saved, and this
could be as much as 4% depending on
who you save with.
The bonus is only available on homes
worth up to £250,000 (£450,000 in
London) and the deposit can be combined
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Lifetime ISA
Announced in the Budget is a new
Lifetime ISA account: a savings account
that allows you to save for a property or
retirement, that will be available from
April 2017. Like the Help to Buy ISA it
offers a Government bonus equal to
25% of everything you save. The bonus
will be added each year, so you can
earn interest on it. It will be yours to
keep either when you buy a property or
when you reach the age of 60.
The maximum amount you can
save into this type of ISA is £4,000 per
year and the Government will give you a
£1,000 bonus on that amount. You can
open the account any time between the
ages of 18 and 40 and you can earn a
bonus each year until you reach 50. For
example, if you opened an account
when you were 18 years old and kept
saving until you were 50, in theory you
could earn £32,000 worth of bonuses
and end up with £160,000 in your
account.
The funds can be used to buy a
property or to fund your retirement – or
both.
You can withdraw the money at any
point to do something else, but under
the initial plans, unless you have a
terminal illness, you will not get the
Government bonus and you will have
to pay a 5% charge.
The Treasury says it will consider
whether money saved into a Lifetime
ISA and the associated Government
bonus can be withdrawn in full for other
specific life events. We will keep you
posted!

The Revenue has long held the view that
food should not be a tax deductible cost,
but claims for meals whilst away on
business have always been made, with
large variations in amounts claimed. In
many cases it has been questionable
whether claims should have been made at
all! It is no surprise, therefore, that the
First Tier Tribunal regularly has to deal with
cases of disputes between the taxpayer
and the Revenue.
Subsistence can only be claimed in
conjunction with business travel and only
when the taxpayer is away from their
normal place of work. Employers have
paid staff subsistence allowances that,
depending on the amount, may or may not
have been declared as benefits in kind and
the employee taxed accordingly.
From April 2016 new rules are in force
for allowances paid for employee
subsistence. These limit the amount of
meal allowance that can be paid tax free.

Subject to qualifying conditions, these are:
Min journey time
5 hours
10 hours
15 hours

Max amount of
meal allowance
£5
£10
£25

Where a meal allowance of £5 or £10 is
paid and the qualifying journey in respect of
which it is paid lasts beyond 8.00pm a
supplementary rate of £10 can be paid.
Employers may choose to reimburse
employees for the actual costs incurred
rather than pay the standard rate, however
where employers wish to use rates other
than those set out above, they will need to
apply for approval from HMRC using an
online application form. The employer
should state the rate that it wishes to pay
and must demonstrate that the amount is a
reasonable estimate of the expenses
actually incurred by the employee.

To establish these amounts, HMRC
has said that the employer should carry
out a ‘sampling exercise’ to verify the
actual expenses incurred by employees.
We would be happy to advise you on the
type of sampling required for your
business.
In addition, employers will need to
have a checking system in place to ensure
that the payments or reimbursements are
only made on occasions where the
employee would be entitled to a deduction
from their earnings, and that the
employees have actually incurred and
paid the amounts stated.
Once approval has been given by
HMRC, an approval notice will be issued
that sets out the date from which the
approval is given and states what
expenses are covered. It will also state
the date when the approval notice ends
and this will be no later than five years
from the start date.

More tax for landlords
Our last newsletter highlighted the Budget
announcement regarding interest relief on let
property and its effect. Since then more
information has been published and we have
looked at the actual tax impact for several
clients, which in some cases has been
significant, especially where the loan is a
high proportion of the property’s value.
As a reminder, the Chancellor has
restricted tax relief on mortgage interest for
residential landlords to basic rate (20%)
relief, to be phased in over four years from
2017. Until now, any mortgage interest paid
on a loan to purchase a let property was
offset against rental income in exactly the
same way as other expenses, with the

landlord paying tax on the net profit. From
2017 to 2021 tax relief on interest will only be
given at 20% and only allowed as a deduction
from the total tax due.
In the main, basic rate taxpayers should
be unaffected, but the tax charge for higher
rate taxpayers will increase. The problem is
that many basic rate taxpayers will be pushed
up into the higher rate tax band by these
rules, despite not having received any more
income. On this example (right), the new rules
create an extra tax charge of £1,000 as the
taxpayer is now pushed into the 40% band.
The position is made worse the more
properties and the higher borrowing you
have. If this affects you, please get in touch.
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2016/17

2020/21

Salary

£30,000

£30,000

Rental Income

£18,000

£18,000

Interest on let

(£12,000)

N/A

£36,000

£48,000

Personal Allow.

(£11,000)

(£11,000)

Taxable Income

£25,000

£37,000

£5,000

£6,400

£0

£2,000

Total Income

Tax @ 20%
up to £32,000
Tax @ 40%
over £32,000

£5,000

£8,400

Less tax on
interest @ 20%

N/A

£2,400

TAX PAYABLE

£5,000

£6,000
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You will also get the 25% bonus
added on any interest earned, which will
be included in the amount saved, and this
could be as much as 4% depending on
who you save with.
The bonus is only available on homes
worth up to £250,000 (£450,000 in
London) and the deposit can be combined
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Chancellor prior to the budget meant there
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should you die. In addition, remember to
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Ellie competed at the English National
Championships in Birmingham recently.
She was 13 at the end of January, which
means that she has moved up to compete
in the under 15 age group. She played a
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will be affected by the new 3% additional
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The higher rates apply to most purchases
of additional residential properties in
England, Wales and Northern Ireland
where, at the end of the day of the
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As we reported in our last newsletter, all
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For company clients it remains beneficial
to take a nominal salary topped up with
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