
Welcome to this month’s Tax eNews. With the end of another tax year fast approaching, we take a 
look at some tax planning measures you may like to consider before 5 April. 

Please do contact us if you would like more information on any of this month’s articles.
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YEAR END TAX PLANNING – 5 APRIL 2015

As the tax year draws to a close, now is a good time to consider whether you have made full use of the reliefs and 
exemptions available:

INDIVIDUALS

Tax rates and personal allowances – An individual has a personal allowance of £10,000 in 2014/15, which 
means any income up to this amount is tax free.  Any additional taxable income is taxed at between 10% and 45%, 
depending on the income source.
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However, once your taxable income exceeds £100,000, the tax free personal allowance is reduced by £1 for every 
£2 over £100,001, which means that income of between £100,001 and £120,000 is effectively taxed at 60%, with 
income over £150,000 being taxed at 45%.

Making pension contributions and gift aid donations may reduce your taxable income and so well timed payments 
to your pension scheme or to a charity could save you tax of up to 60%.

Make sure you are making the best use of ISA/National Savings/VCT/insurance bond investments to give non 
taxable income sources, or a return of capital taxable at 28%.

Alternatively, consider transferring income producing assets to your spouse if they have a lower income than you, thereby 
removing income from your higher tax rates.  Income earned from jointly owned assets is automatically taxed equally, 
even where the asset (other than shares in a family company) is not owned equally and so you only need to give away 
a 1% interest to your spouse for them to be taxed on 50% of the income, subject to making the appropriate election.  

Child Benefit High Income Charge – A similar problem exists for individuals where they or a partner receive child 
benefit income, as a claw back of the child benefit is made where either person has taxable income of more than 
£50,000.  Income may be reduced in the same way as above to help reduce any claw back.

Pension contributions – Provided you have enough “relevant earnings” in the year (broadly employed/self-employed 
income rather than investment or dividend income), it may be tax efficient to make or increase pension contributions 
before 5 April 2015, especially where you have unused relief to carry forward from the previous three years.

Pension contributions save tax at the higher and additional rates although tax relief is generally only available for 
pension contributions of up to £40,000 a year, including any contributions made by your employer or other third 
party (see below).  

Family pension contributions – not only can you or your employer pay contributions to your pension fund, but 
other family members can as well, such as your parents or grandparents.

Provided you have enough relevant earnings, family pension contributions are a useful way to help keep income below 
£50,000 and retain full child benefit entitlement where you do not have the funds spare to pay into your own pension pot.

These contributions also have the added benefit of saving your family member inheritance tax, either by being a gift 
out of normal income, or by being within the annual exempt amount.

Say you have taxable income of £60,000 and received child benefit for 4 children totalling £3,180. If your parents paid 
£8,000 into your pension fund (grossed up in your fund to £10,000), your adjusted income falls to £50,000 meaning no 
claw back of your child benefit, plus you receive higher rate tax relief, saving you total tax of £5,180. Your parents will 
save £3,200 in inheritance tax, so a cash outlay of £8,000 will save you and your family tax of £8,380, which means the 
tax saved exceeds the cash outlay!

Landlord energy saving allowance – The ESA is available until April 2015 and allows certain qualifying expenditure 
to be deducted from rental income before tax is calculated. This includes expenditure on loft, cavity and solid wall, 
hot water and floor insulation as well as draft proofing.

Furnished holiday lets – This type of property let benefits from a number of tax breaks provided a number of 
tests are met.  Consider how you can maximise letting periods before the year end in order to benefit from the tax 
breaks by marketing your property or offering special deals, making sure you keep a full record of actual letting and 
available letting days.

ISAs – You can invest in an ISA every year and whilst the amount invested does not attract tax relief, any income it 
makes on the investment is free from income tax.

The limits for an individual for ISA investments in 2014/15 are £15,000 in total. 

OWNER MANAGED BUSINESSES

Structure – Deciding how your business is to be structured is never an easy decision and choices range from sole 
trader, partnership, limited liability partnership (“LLP”), limited company or a combination of these.



New rules came into effect from April 2014 which means that some partnership and LLP structures are no longer 
efficient, such as those involving companies.

Therefore any business involving a partnership or LLP should carefully review its structure now to avoid the impact 
of the new rules as far as possible.

Company tax rates – The rate of corporation tax for profits up to £300,000 is 20%, rising to 21.25%.  As company 
tax rates are lower than income tax rates, trading through limited companies and taking profits out as dividends can 
save tax and national insurance costs.

Spouses/Partners – Consider employing your lower earning spouse as a way to pass income across to them to 
save you tax as a couple.  Do make sure though that payments are physically made and are commensurate for work 
carried out by them, otherwise the arrangements may be challenged by HMRC.

You could also consider making your spouse either a partner or shareholder in the business, although if they are a 
shareholder, make sure they own at least 5% of the voting rights in the company and are either an officer or director 
to protect valuable entrepreneur’s relief on any eventual exit from the business.  

Dividends – Consider timing dividend payments so higher income is received in one year, and lower income is 
received in the following year.  This measure could help protect against the loss of either your personal allowance 
or any child benefit in alternate years.

Repairs and capital – For unincorporated businesses, accelerate expenditure to help reduce profits to retain 
personal allowances and child benefit.  Businesses may currently spend up to £500,000 on capital equipment in 
an accounting year and receive tax relief in full in the year of spend.  This limit (the Annual Investment Allowance) is 
reducing to only £25,000 from 1 January 2016 and complex rules apply for periods straddling this date, so please 
do take advice before committing your business to a high capital investment.

Loss restrictions – Careful planning is required on the use of losses now due to restrictions on relief being introduced 
in April 2013.  Relief on trading and certain other losses is now restricted to the higher of 25% of net income and 
£50,000 per annum.  Please do take advice if you anticipate making any losses to ensure your relief is maximised.

Farm stock valuations - Many farm accounting years end in March or April and the amount and value of stock 
held at the year-end can have a significant impact on profits and tax liabilities.

Stock must be valued to identify and carry forward the costs incurred before the year end which will not give rise to 
income until a later period. 

Stock should be valued at the lower of cost or net realisable value and guidelines used by most farms tend to 
provide for the following deemed costs:

 � 75% of market value for harvested crops, sheep and pigs

 � 60% of market value for cattle 

However, there are other methods including actual cost of production and net realisable value if a profit is not 
expected to be made. Actual cost of production can result in valuations considerably less than deemed cost, so 
there is an opportunity to reduce the value of closing stock to bring down the tax bill. 

If the deemed cost method is used you should consider the timing of sales at the year end. If high profits are 
expected this tax year, delaying the sale of a crop until after the year end will result in the value being reduced by 
25% in the accounts, with profits delayed until the following year.

CAPITAL GAINS TAX

Gifting to Your Spouse - As with income tax, each person has an annual exempt amount which is lost if not used. 
For 2014/15, the exemption is £11,000. Gift an interest in assets to your spouse prior to a third party disposal in 
order to utilise their exempt bands.

If one spouse has unused losses, these can only be used against gains incurred by the same spouse and a transfer 
of assets may therefore be appropriate before any third party disposal to reduce the overall tax liability for the couple.

While gifting assets to a spouse immediately before a disposal is acceptable, there are limits on transferring assets 



in such a way where the end result is circular. It is therefore important that you seek specific advice if you intend 
to do this. Protecting entrepreneur’s and other CGT reliefs should also be reviewed before any transfers are made.

Capital losses – Capital losses are offset against chargeable gains before calculating any reliefs, such as 
entrepreneur’s relief, therefore try and delay crystallising losses until the following tax year, where appropriate.  
Crystallising losses can also mean wasting part of your annual exemption unless managed carefully.

Alternatively, if you have any capital losses to use either in the current or from earlier years, consider crystallising 
gains to use the losses thereby avoiding any tax charges.

INHERITANCE TAX

Wills – Ensure your Will is up to date and works to minimise tax whilst giving your family flexibility and protection 
for the future, for example by using trusts.  

Annual Exemption – Take advantage of the IHT annual exemption which permits gifts of up to £3,000 per annum 
to be made tax free. Any unused amount can be carried forward one year only.  Small gifts of £250 per donee may 
also be made as well as gifts in connection with marriage.

Gifts out of Normal Income - You can also make gifts to your family as “normal expenditure out of income” with 
these gifts being covered by your income, leaving you enough income to cover your normal living expenses.

This can be a useful way for grandparents to pay school fees for their grandchildren provided there is sufficient 
income to support this level of generosity. 

NEXT STEPS

Many of the above tax reliefs and exemptions are on a ‘use it or lose it’ basis requiring you to take action before 5 
April 2015.  All will rely on the circumstances of each individual therefore, if any of the above points interest you, 
please do get in touch.
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REGISTRATION OPENS FOR NEW MARRIED COUPLES’ TAX BREAK

HMRC have announced that registration for the new ‘Marriage Allowance’ for married couples and those in civil 
partnerships is now open.

From 6 April 2015 certain married couples and civil partners may be eligible for a new Transferable Tax Allowance referred 
to by the Government as the ‘Marriage Allowance’. The allowance will enable eligible spouses and civil partners to transfer 
a fixed amount of their personal allowance to their spouse. The option to transfer is not available to unmarried couples.

The option to transfer will be available to couples where neither pays tax at the higher or additional rate. If eligible, 
one partner will be able to transfer 10% of their personal allowance to the other partner, which means £1,060 for the 
2015/16 tax year, which could save them tax of up to £212 a year.

Couples can register their interest to receive the Allowance.

The Government estimates that more than four million married couples and 15,000 civil partnerships will be eligible 
for the tax break.

From April, HMRC will contact those who have already registered for the ‘Marriage Allowance’ to apply. People can 
register at any point in the tax year and still receive the full benefit of the allowance. It is also possible to claim the 
allowance after the end of the tax year where claimants are unsure if they will qualify.

Applying online is simple. One person in a couple will apply online to transfer the allowance to their spouse or civil 
partner, and HMRC will tell the recipient about the change to their Pay As You Earn (PAYE) tax code.

Internet link: GOV.UK
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https://www.gov.uk/marriage-allowance
https://www.gov.uk/government/news/registration-opens-for-new-married-couples-tax-break


HMRC CONCESSION FOR LATE RTI RETURNS AND PAYMENTS
HMRC have announced that employers will not incur penalties for delays of up to three days in filing RTI returns. 
There is no change to the filing deadlines and employers should generally file their full payment submissions (FPS) 
‘on or before’ each payment date unless a concession applies.

HMRC are also advising any employer that has received an in-year late filing penalty for the period 6 October 2014 
to 5 January 2015 and was 3 days late or less, to appeal online by completing the ‘Other’ box and add ‘Return filed 
within 3 days’.

In addition, to prevent unnecessary penalties being issued, HMRC will be closing around 15,000 PAYE schemes 
next month that have not made a PAYE report since April 2013 and which appear to have ceased.

HMRC will write to the affected schemes to tell them about the planned closure and what to do if they are, or should 
be, operating PAYE.

Employers with fewer than 50 employees are reminded that PAYE late filing penalties will apply to them from 6 March.

Internet link: News
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FINES FOR THOSE WHO FAIL TO COMPLY WITH PENSIONS AUTO ENROLMENT

The Pensions Regulator (TPR) has issued 166 Fixed Penalty Notices of £400 to employers who failed to meet their 
obligations in the last quarter of 2014.

The number of employers approaching the date when they must confirm that they have complied with new workplace 
pensions duties (known as a declaration of compliance) is now beginning to rise significantly as auto enrolment is 
rolled out across all employers. In future months, TPR expects to see more employers who, despite the message to 
prepare early, leave it too late or do not comply at all.

The Pensions Regulator’s Director of automatic enrolment, Charles Counsell, said,

‘My message to all employers is that failing to declare within five months of your staging date means you risk being fined, 
which is why we recommend you start your automatic enrolment planning and preparation 12 months before staging.

It appears some medium employers waited for a prompt from the regulator before completing their automatic 
enrolment duties. Employers must complete all their duties including making their declaration of compliance to The 
Pensions Regulator.’

Experience to date also shows that employers should begin gathering the information they need to complete their 
declaration of compliance well in advance of their deadline.

If you would like help or advice with auto enrolment please get in touch.

Internet link: Press release
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IS £100 TOO MUCH TO PAY IF YOU FILE YOUR TAX RETURN LATE?

This is what HMRC are asking in its high level consultation document, “HMRC Penalties: a discussion document”.

The last review on penalties was carried out between 2005 to 2012 under the “Review of HMRC’s Powers, Deterrents 
and Safeguards” and covers all penalties including failure to notify chargeability, late filing of returns and the late 
payments of tax.  The discussion paper asks whether the powers have achieved their intended purpose, with the 
perception being that many of the penalties are disproportionate.

For example, everyone is charged a £100 late filing penalty if their return is not submitted on time, regardless of 
whether or not they owe any tax.  This can quickly increase where the failure to file continues.

https://www.gov.uk/government/news/hmrc-will-not-impose-paye-filing-penalties-for-short-delays-from-march-2015
http://www.thepensionsregulator.gov.uk/press/pn15-05.aspx


The discussion paper asks whether a points system might be more appropriate, as there is for driving, based on the 
number and seriousness of the failures, or whether the concept of “reasonable care” needs to be looked at more carefully.

This is only a high level review at the moment, but in our view, it is to be welcomed.  Too much time is currently spent 
during an enquiry in trying to establish the penalty level (has reasonable care been taken, or can the penalty be suspended) 
compared with the actual enquiry itself, as well as high penalties clocking up where there is little or no tax to pay.

If you would like to read the full consultation, please click here.
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ADVISORY FUEL RATES FOR COMPANY CARS

New company car advisory fuel rates have been published which took effect from 1 March 2015. Due to the reduction 
in fuel prices many rates have reduced this quarter between two and three pence so please take care to update your 
expenses payments. However, the guidance states: ‘You can use the previous rates for up to one month from the 
date the new rates apply’. The rates only apply to employees using a company car.

The advisory fuel rates for journeys undertaken on or after 1 March 2015 are:

Engine size Petrol Engine size LPG

1400cc or less 11p 1400cc or less 8p

1401 cc - 2000cc 13p 1401 cc - 2000cc 10p

Over 2000cc 20p Over 2000cc 14p

Engine size Diesel

1600cc or less 9p

1601cc - 2000cc 11p

Over 2000cc 14p

Other points to be aware of about the advisory fuel rates:

 � Employers do not need a dispensation to use these rates. Employees driving employer provided cars are not 
entitled to use these rates to claim tax relief if employers reimburse them at lower rates. Such claims should 
be based on the actual costs incurred.

 � The advisory rates are not binding where an employer can demonstrate that the cost of business travel in 
employer provided cars is higher than the guideline mileage rates. The higher cost would need to be agreed 
with HMRC under a dispensation.

If you would like to discuss your car policy, please contact us.

Internet link: GOV.UK
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PAYE END OF YEAR - PAY ON TIME REMINDER

HMRC are reminding employers that with the end of the 2014/15 tax year approaching they will soon need to make 
their final 2014/15 PAYE (RTI) submission.

For most employers, the final submission will be their final Full Payment Submission (FPS) which advises HMRC 
about the very last employee payments for 2014/15 and this needs to be made on or before 5 April 2015. 

Details of how to make the final submission can be found on the GOV.UK website using the link below. 

Alternatively if you would like help with your payroll please do get in touch.

HMRC are also advising employers to take extra care as the deadline for electronic payment of 22nd March falls on a Sunday.

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/400211/150130_HMRC_Penalties_a_Discussion_Document_FINAL_FOR_PUBLICATION__2_.pdf
https://www.gov.uk/government/publications/advisory-fuel-rates/current-rates


HMRC are advising that employers should ensure their payment reaches HMRC on time, which means that cleared 
funds should be in HMRC’s account by the 20th unless employers are able to arrange a Faster Payment. For more 
details about paying HMRC electronically visit Pay PAYE tax.

Internet link: GOV payroll annual reporting | Employer Bulletin
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CAR BENEFITS ONLINE

As part of HMRC’s digitisation campaign, an online trial allows company car drivers to make changes to car and fuel 
benefits that will affect their tax codes.

It is important to ensure the benefits included in your tax code are as accurate as possible or large under or 
overpayments of tax may arise. For information on how to amend your tax code visit the link below. Alternatively if 
you would like help checking your tax code please do get in touch.

Internet link: GOV.UK
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CHARITIES DIGITAL SERVICE LAUNCHED

HMRC have launched an online registration service for charities.

Until now charities have been required to complete a paper form (ChA1). Approximately 15,500 new charities are 
registered each year.

All registration must now be completed online. Please contact us if you would like help with a charity.

Internet link: Charities Digital
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