
Guide to the end of the tax year





Preparing for the end of the 
current tax year
With the current tax year ending on 5 April 2017, it is important to utilise all the tax reliefs and 
allowances available before that date in order to minimise your liabilities. It is also equally 
important to be aware of any recent tax or financial changes, and how such changes might affect  
you going forward.

Watson Buckle has compiled the following list of the key investment and tax planning ideas that you should 
be thinking about throughout the year. This guide also outlines any tax changes that have been made 
throughout the year.

We hope you find this list useful, but please bear in mind that this only provides a summary of the  
options you could be considering and not all options will be suitable for everyone. Therefore, for more 
information on any of the ideas outlined or for dedicated advice tailored to your specific circumstances,  
please contact us.



Business Tax
Dividend taxation: As of 6 April 2016, the old Dividend Tax Credit no longer exists and has been replaced by  
a Dividend Tax Allowance of £5,000 a year.

The new rates of tax on dividend income above the allowance are: 7.5% (up from 0%) for basic rate taxpayers, 32.5%  
(up from 25%) for higher rate taxpayers and 38.1% (up from 30.56%) for additional rate taxpayers.

These changes to dividend taxation predominantly affect the overall tax rates for owner-managers – in particular, 
those who have traditionally extracted their income by way of a low salary and a much larger dividend. The income 
tax position is only part of the picture because for most owner-managed businesses, the overall tax costs (including 
the corporation tax position) need to be considered. As of April 2016, the overall tax cost of extracting a dividend has 
increased from approximately 20% to 26% for a basic rate taxpayer, from 40% to 46% for a higher rate taxpayer and  
from 45% to 50.5% for an additional rate taxpayers.

Corporation taxation: A reduction in corporation tax rates to 19% will be introduced for the financial year beginning 
1 April 2017. This will then be further reduced to 17% for the financial year beginning 1 April 2020. Such changes are 
significant and you may wish to take advice to check how they impact on you and your business.



Entrepreneurs’ Relief: Although the rules governing the Entrepreneurs Relief Scheme changed in March 2015, 
there are still tax reliefs available. Consider whether you have made the most of the £10 million lifetime limit.

Accounting dates: If you are a business, sole trader or partner, you could think about changing your accounting 
dates, and taking advantage of the tax benefits of overlap relief or incorporation.

Capital Allowances: Have you purchased any required items before the year end to ensure these allowances are 
available a year earlier?

Research & Development tax credits: Consider whether you have claimed for all your eligible R&D projects to 
take advantage of the significant benefits available. The rate of relief for small businesses is now 230%. HMRC will 
allow an extra 130% of identified costs to be written off against taxable profits. For example if R&D expenditure 
of £100,000 is identified, HMRC will allow £230,000 to be included in the tax calculation, giving an extra £130,000 
of cost to be offset against taxable profits. The current corporation tax rate is 20% which equates to a £26,000 
reduction in a tax liability. The 2016 Autumn Statement contained welcome news of a £2billion a year Government 
funding boost for the future.



Personal Tax
Capital Gains: Have you used your annual exemption for 2016-17 of £11,100?

Inter-spouse transfers: Have you maximised capital gains and income tax rates and allowances through these 
exempt transfers? For individuals whose annual income is between £100,001 and £121,200 this is an ideal way  
of reducing your tax liabilities.

Salary exchange arrangements and benefits in kind: From April 2017, the tax and National Insurance 
advantages of salary exchange schemes will be removed. Exemptions from this change will be limited to pensions, 
pensions advice, ultra-low emission cars, childcare vouchers and the cycle to work scheme. Once the new rules 
take effect employees exchanging salary for benefits will be taxed at the same rate as those who pay for these 
benefits using post-tax income. It is important to ensure you are prepared for these changes.





Inheritance Tax Planning
Inheritance tax: Have you used your maximum gift allowances?

IHT nil rate band: The Inheritance Tax (IHT) nil rate band (NRB) – the threshold above which IHT is due – is 
set at £325,000 for a single person. Above this, IHT is charged at 40%. However, in April 2017, the Government 
will introduce an additional tax-free allowance which will allow homeowners to bequeath an extra £100,000 to 
their families. This will extend to £200,000 for couples. The rules will be relaxed further by 2020, allowing them 
to bequeath an extra £175,000 in property wealth, which equates to a new allowance for property owners of 
£500,000 – or £1million for couples. 

Switch your assets: IHT must be paid on the value of any estate above £325,000. However certain assets including 
business and agricultural as well as shares in private trading companies qualify for 100% relief from IHT. Also, 
take note of the fact that changes to IHT rules due to take effect from 6 April 2017 will mean that non-domiciled 
individuals who hold UK residential property within an overseas vehicle will also be liable for IHT.



Charitable and personal gifts: If you leave at least 10% of your net estate to charity a reduced rate of 36% 
rather than 40% applies and could save your family money. Gifts to a spouse can be made now to use up his  
or her nil rate band and could help you to reduce the value of the part of your estate above the £325,000 band. 
Other gifts may be free of IHT but it is important to seek advice first.

Passing on your pension: Following the new pension rules which took effect in April 2015, now is a good time to 
revisit your current plans and update your Will to ensure that your family receives the full benefit of any remaining 
pension fund when you die. Do you need to update your will?

Trust Funds: There are many ways that a formal trust fund can protect and maximise your family’s future assets. 
The timing of creating a trust can have significant tax advantages as there are changes due to take effect in April 
2017 which will affect some people, including non-domiciled individuals. For more information, or if you are 
considering setting up a Trust, seek advice now.



Pensions
Claim your retirement subsidy: As of 6 April 2016, tax relief is restricted for 45% taxpayers. 

Protecting a large pension: The Lifetime Allowance (LTA) was reduced from £1.25 million to £1 million on 6 April 2016.

Stakeholder Pensions: All UK residents including children can make annual net contributions of £2,880 per year 
(£3,600 gross) regardless of whether they have any earnings. There are ways of using these payments to keep 
below the £50,000 income threshold to retain child benefit. It is also a very beneficial way of giving your children a 
helping hand for the future. If pension investments were to grow at a rate of 9% every year, investing £2,880 a year 
for your 10 year old child could result in a maximum pension pot of £1 million by the time he or she is 68 years old.

Pension Drawdown: If you are 55 or over, you may be able to start drawing down pension benefits now from a 
personal pension such as a SIPP, even if you are still working. You may take up to 25% tax-free with the rest taxed 
at your marginal rate. From April 2017, over-55s who access their pension pots will only be able to put away £4,000 
(as opposed to £10,000) a year and still automatically qualify for tax relief. This comes under changes to the Money 
Purchase Annual Allowance (MPAA) announced during the Autumn Statement 2016. Anyone who is entitled to 
flexible drawdown or who is considering retiring overseas should seek advice on potential additional tax savings 
available to them. 



Carry forward benefits: Have you claimed your higher or additional tax relief?  
Have you used the carry forward rules in order to benefit from any unused allowance  
from the previous three tax years while the top rate of tax remains at 45%?

Money Purchase Annual Allowance (MPAA): As part of Autumn 
Statement 2016, it was announced that the MPAA will be reduced from 
£10,000 to £4,000 from 6 April 2017.

Make tax-free pension contributions: Pension 
contributions made to employees by an employer are 
tax efficient. If you own the company you can claim a 
business tax reduction. However, new rules applying 
to high earners as of April 2016 now see the amount 
some people can save cut in correlation with the 
amount they earn. If in doubt, seek advice. 



Investment ideas
ISAs: Have you used your maximum annual investment of £15,240 for this financial year? From 6 April 2017, the 
limit will be raised to £20,000. 

Junior ISAs or Child Trust Fund: Has £4,080 been invested for any child under the age of 18 during this financial year? 
From 6 April 2017, the limit will be raised to £4,128.

Help-to-buy ISAs: If you have adult children who are planning to buy a home, you might consider gifting funds so 
that they can invest in a help-to-buy ISA. This ISA is available to first time buyers over the age of 16. Savings of up 
to £200 per month attract a 25% tax-free bonus from the Government, providing £3,000 cashback on a maximum 
saving of £12,000.

Lifetime ISAs (LISAs): Between the ages of 18 and 40, it is now possible to open a Lifetime ISA. This ISA enables 
you to save up to £4,000 each year and receive a Government bonus of 25% on any savings put in before your 50th 
birthday. Accounts are available from April 2017.

Tidying-up your Investments: Have you realised investments and bond gains or closed deposit accounts 
where funds may be attracting negligible rates of interest?



Take advantage of Share Schemes: If your company offers a share scheme, such as a share incentive plan (SIP)  
or a sharesave (SAYE) there are usually price discounts and tax incentives for taking part.

EIS investment: It may be worth considering these investments, which offer income tax relief of 30%, as well as 
possible capital gains tax exemption and deferral.

Venture Capital Trust investment: Have you considered VCTs, which provide ‘front end’ income tax relief on 
subscriptions of up to £200,000, as well as tax-free dividends and capital gains tax reliefs? For investments made 
on or after 6 April 2017, the Government will provide greater flexibility for follow-on investments made by VCTs in 
companies with certain group structures to align with EIS provisions. For more information, please contact us.

Seed Enterprise Investment Schemes: Although investing in an SEIS can carry more risk than an EIS or VCT, 
there is substantial tax relief available to offset a large part of potential losses. You may invest up to £100,000 per 
tax year and claim back 50% tax relief regardless of your marginal rate of income tax. A word of warning though 
– SEIS are not regulated by the Financial Conduct Authority (FCA) so they should only be considered by business 
owners or investors who have experience of making direct investments.



Community Investments: Share purchases or loans to a Community Development Finance Institution (CDFI) 
qualify for tax relief. Over a period of five years relief is provided at a rate of 5%, providing 25% relief in total.

Social Enterprise Investments: Investing in certain ‘social impact’ organisations can attract social investment tax 
relief (SITR) of 30% on investments of up to £1 million per year. Currently there are limits on how much an individual 
social enterprise can raise through this type of investment so if you wish to invest the maximum you would need 
to spread this across a number of social enterprises. Relief from capital gains tax is also available where disposal 
proceeds are reinvested in a social enterprise.

Life Assurance Bonds: Insurance backed bonds allow 5% of the original capital to be withdrawn each year 
without incurring an immediate tax charge. Although you need to consider commissions, management costs and 
basic rate tax charges within the bond, the 5% withdrawal is still attractive to anyone whose level of income means 
they will lose their personal allowance and pay 45% income tax.

Offshore bonds: As with UK bonds, 5% of the original capital invested can be withdrawn each year without 
incurring an immediate tax charge. Although they are taxed in full when disposed of they provide a useful way  
of deferring tax.
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