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Essential tax and wealth strategies
Tax is a highly sensitive subject for most individuals. In this guide, we
consider a number of tax planning and wealth strategies. The start of a
New Year is the perfect time to take stock and think about how you can
improve your financial position and ultimately structure your affairs so
that you don’t have to pay more tax than you legally have to, especially
as we’re in the run-up to the tax year end on 5 April 2016.

G

ood planning and careful
timing are critical if you want to
maximise tax reliefs or minimise
the tax bill on a transaction or
investment, and to avoid falling foul of the
system of penalties and interest levied by HM
Revenue & Customs (HMRC).
It’s important to be fully aware of the choices
you can make before you make them, so
planning ahead and taking professional financial
advice is essential. With real-terms tax increases
the prospect for the foreseeable future, it makes
sense to utilise every available tax relief.
HMRC creates many legitimate
opportunities for you to reduce the amount of
tax you pay. However, you may not be aware
of them all, or you may be unsure of how to
take advantage of them.
These are a number of ways in which legitimate
planning may save you money by reducing your
tax bills and planning more effectively.
Do you have the correct PAYE tax code?
PAYE tax codes can be incorrect when
issued. HMRC may have included an estimate
of your unearned income, which means you
will pay tax on that income earlier than you
would if it was assessed through your selfassessment tax return. You can ask HMRC
to remove this estimated income and also
correct any other errors.

Could you use the new
transferable amount of
personal allowance?
In tax year 2015/16, married couples and
registered civil partners can share some of
their personal allowance between them. The
unused allowance of one partner can be used
by the other, meaning an overall tax saving
for the couple. The amount you can transfer
is capped at £1,060 for tax year 2015/16 (10%

of the personal allowance), and a transfer is
not permitted if either partner is a higher or
additional rate taxpayer.

Are you overpaying National
Insurance contributions (NICs)?
If you have more than one job, you may
overpay NICs during the tax year. You can then
reclaim any overpaid NICs from HMRC after
the end of the tax year. However, you could
prevent the overpayment in the first place by
deferring payment of NICs on one of your jobs
by sending HMRC a completed form CA72A.

Do you and your new spouse
both own separate properties?
If you are getting married or entering into a
civil partnership, and you both own separate
properties which you continue to occupy for
some periods, you need to nominate one of
them as your main home within two years of
your marriage or registered civil partnership.
Once married, you can have only one main
home between you for tax purposes. So
nominate the one that is likely to make the
best use of your Capital Gains Tax (CGT)
property exemption, otherwise HMRC will
designate the property that you occupy the
most as your main residence.
If you own more than one residential
property, have you informed HMRC which
of your properties should be treated as your
main home for tax purposes?
The property that has always been your
main home is free of CGT. Any other property
where you have lived for part of the time will
attract a tax exemption for the periods you
have lived there and have elected for it to
be your main home. If a property has been
your nominated main home at any time, the
gain for the last 18 months of ownership (36

months if moving into care) is free of tax,
even if you do not live there during that final
period. The position may become even more
complicated if you have an overseas property.

Are you paying an extra Child
Benefit tax charge?
Child Benefit still continues to be paid to
everyone, but if you’re a higher-income family,
you’ll have to pay extra tax if you choose to
keep getting it. If your income lies between
£50,000 and £60,000, the Child Benefit tax
charge will be equivalent to 1% of the child
benefit for every £100 of income over £50,000.
The tax charge applies to the higher earner,
irrespective of who claims the benefit. To
avoid the tax charge, you could either stop
claiming Child Benefit or reduce your income
below £50,000. If your income is over £60,000
a year, you will be subject to a tax charge to
claw back the full amount of the benefit.

Have you taken advantage of
your 2015/16 Individual Savings
Account (ISA) allowance?
The maximum annual amount you can save or
invest in an ISA is £15,240 (tax year 2015/16)
which is free of income and capital gains. You
can put the whole amount into a Cash ISA,
a Stocks & Shares ISA or any combination of
the two. You may also be eligible for a Help
to Buy ISA if you are saving to buy your
first home. The Government will boost your
savings by 25%, so, for every £200 you save,
you’ll receive a government bonus of £50. The
maximum government bonus you can receive
is £3,000. In your first month, you can deposit
a lump sum of up to £1,200. The minimum
government bonus is £400, meaning that you
need to have saved at least £1,600 into your
Help to Buy ISA before you can claim your
bonus. When you are in the process of buying
your first home, your solicitor or conveyancer
will apply for your government bonus.

Could you contribute towards a
tax-efficient Junior ISA?
During tax year 2015/16, you can contribute
up to £4,080 into your child’s Junior ISA
(JISA). The fund builds up free of tax on
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investment income and capital gains until the
child reaches 18, when the funds can either be
withdrawn or rolled into an adult tax-efficient
ISA. Relatives and friends can also contribute
to the child’s Junior ISA, as long as the £4,080
limit is not exceeded. Any child aged under
18 who lives in the UK can have a Junior
ISA if they were not entitled to a Child Trust
Fund (CTF) account, although a CTF can be
switched to a Junior ISA.

Will your ISA balance pass to
your spouse or registered civil
partner on your death?
For deaths after 3 December 2014, a surviving
spouse can increase their tax-exempt ISA
savings by the value of the deceased partner’s
ISA balances. For example, if a husband died
on 5 December 2014 leaving ISA balances of
£100,000, his wife can invest up to £115,240
in an ISA for tax year 2015/16 (£100,000 plus
the normal ISA limit of £15,240). Previously,
savings in ISAs lost their tax-efficient wrapper
on death.

Have you made a Will, and, if
so, when was the last time you
reviewed it?
If you die without making a Will, your assets will
be divided between your relatives according to
the intestacy rules. This will be after Inheritance
Tax (IHT) is paid at 40% on any value above
£325,000 that goes to anyone other than your
spouse or registered civil partner (an additional
exemption will be available from 6 April 2017 if
your main residence passes to your children or
grandchildren). If you have no surviving relatives,
the whole of your estate will go to the Crown.

Are you planning to leave any of
your estate to charity?
By leaving at least 10% of your net estate to
charity, after the deduction of the £325,000
nil rate band, this will reduce the IHT rate on
your taxable estate from 40% to 36%. The exact
calculation of your net estate may be complicated,
so it’s important to obtain professional financial
advice when drawing up or amending your Will.

Could you make monetary gifts
from your capital resources?
If you make gifts totalling £3,000 each tax year
from your capital resources, these gifts are free
of IHT. In the event that you forget to make your
£3,000 gift one year, you can catch up in the next
tax year by giving a total of £6,000. Both you and
your spouse or registered civil partner can each
give £3,000 every tax year in addition to gifts you
make out of your regular income.

Could you make use of the IHT
marriage exemption for gifts?

Could you carry forward any
unused annual pension allowances?

If your son or daughter is about to marry or
register a civil partnership, then you and your
spouse or civil partner can each give them
£5,000 in consideration of the marriage, and
the gift will be free of IHT. This is in addition to
any smaller gifts you make out of your regular
income each year. The marriage exemption
can also be combined with your £3,000 a year
exemption to allow you to make larger exempt
gifts. The IHT-free gift you can make on the
occasion of a grandchild’s wedding is £2,500,
and registered civil partnerships benefit from
the same exemptions.

You can carry forward unused allowances
from the three previous tax years and use
these to cover pension contributions greater
than the current year’s annual allowance. The
allowance in tax year 2012/13 and 2013/14
was £50,000, and in tax year 2014/15 it was
£40,000. The carry forward of unused annual
allowances will continue to be available when
the tapered reduction is introduced, but carry
forward in future years will be based on the
unused tapered annual allowance.

Are you contributing to
your employers’ pension
contributions to save NICs?

If you realise capital gains and losses in the
same tax year, the losses are offset against the
gains before the capital gains exempt amount
(£11,100 tax year 2015/16) is deducted. So
losses will be wasted if gains would otherwise
be covered by the exempt amount. It may be
appropriate to consider postponing losses
until the following tax year or, alternatively,
realising more gains in the current year.

If your employer pays a contribution directly
into your pension scheme, they receive tax
relief for the contribution and there are no
NICs to pay – saving both your employer
and you NICs. You could arrange with your
employer to cover the cost of the contributions
by foregoing part of your salary or bonus.
Are you taking advantage of your annual
allowance for making pension contributions?
Your annual allowance for tax year 2015/16
is £40,000 plus any unused allowance brought
forward from the previous three tax years.
This allowance must cover any pension
contributions you make yourself and any
contributions paid for you by your employer.
Contributions made in excess of your annual
allowance will attract a tax charge at your
marginal tax rate. Commencing from tax
year 2016/17, the annual allowance for those
earning above £150,000 is to be reduced on a
tapering basis so that it reduces to £10,000 for
those earning above £210,000. For every £2 of
income above £150,000, an individual’s annual
allowance will reduce by £1.

Will you realise capital gains or
losses in this tax year?

		

The tax clock is ticking –
is it time to discuss how
you could structure your
affairs more efficiently?
Tax planning can be a complex area,
especially if you have several sources of
income. Different approaches will suit
different individuals. To review your
current situation, or if you would like to
discuss any of these opportunities, please
contact us for further information. We’ll
take the time to understand your needs
and wishes, and recommend appropriate
solutions that are tailored to your needs.

The tax clock is
ticking – is it time to
discuss how you could
structure your affairs
more efficiently?
Tax planning can be a complex area, especially if you
have several sources of income. Different approaches will
suit different individuals. To review your current situation,
or if you would like to discuss any of these opportunities,
please contact us for further information. We’ll take the
time to understand your needs and wishes, and recommend
appropriate solutions that are tailored to your needs.
To find out more, please contact us.

The content of this guide is for your general information and use only and is not intended to address your particular requirements. The content should
not be relied upon in its entirety and shall not be deemed to be, or constitute, advice. Although endeavours have been made to provide accurate and
timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the
future. No individual or company should act upon such information without receiving appropriate professional advice after a thorough examination
of their particular situation. We cannot accept responsibility for any loss as a result of acts or omissions taken in respect of the content. Thresholds,
percentage rates and tax legislation may change in subsequent Finance Acts. Levels and bases of, and reliefs from, taxation are subject to change and their
value depends on an individual’s personal circumstances.
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