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THE KEY POINTS FROM THE SUMMER 

BUDGET 2015 

 

 

NEW “NATIONAL LIVING WAGE” TAX 

CREDIT CHANGES 

 

The most radical announcement by the Chancellor 

on 8th July was a significant reduction in the amount 

the government plans to spend on tax credits and 

other State benefits. At the same time he announced 

that there would a new national living wage to be 

paid by employers, rising to £9 an hour by 2020.  

This strategy combined with the increase in the 

personal allowance to £11,000 for 2016/17, and 

eventually £12,500, means that employees will keep 

more of what they earn but the tax credits received 

to top up their income will be significantly reduced. 

 

Employers will need to assess the impact of this 

change on the profitability of their business and we 

can help you consider this in more detail as there 

are other factors such the increase in the 

employment allowance to £3,000 next year and the 

planned reductions in the corporation tax rate that 

may also be relevant to your business. 
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Following Wednesday’s Summer 

Budget, we have summarised the key tax 

changes announced and other measures 

which outlined the tax plans of the 

new Conservative government to be 

introduced over the next 5 years.  

 

 

Please remember we are here to help 

you so please get in touch if you need 

further information on any of the 

topics covered.  

 

Best wishes, 

 

Brian and Caroline 

Cooper Curtis Accountants 

 

 

 

 

 

 

CORPORATE TAX RATE TO BE CUT TO 18% 

 

The current UK corporation tax rate of 20% is the 

lowest rate in the G20, the 20 major trading nations. 

This rate continues to apply until 2017 when it 

has been announced that the rate will be reduced to 

19% and then 18% in 2020. 

 

This appears to make trading via a limited company 

more attractive but note that there are significant 

changes to the taxation of dividends that take effect 

from 6 April 2016. 

 

CHANGES TO TAXATION OF DIVIDENDS 

 

The Chancellor has announced that from 6 April 2016 

there will no longer be a notional tax credit associated 

with dividends received and the following rates will 

apply after a £5,000 tax free dividend allowance: 

 

Basic rate taxpayers   - 7 ½% 

Higher rate taxpayers   - 32 ½% 

Additional rate taxpayers  - 38.1% 

 

This will mean that from 2016/17 individuals will be 

able to receive up to £17,000 tax free: 

 

Personal allowance £11,000 

Tax free interest    £1,000 

Tax free dividends   £5,000 

 

IMPACT OF CHANGES TO DIVIDEND 

TAXATION ON FAMILY COMPANIES 

 

A common strategy that we often advise to family 

company director/shareholders is that they extract 

profits from their company by way of dividends 

instead of paying themselves a salary. This is 

because there are no national insurance contributions 

on dividend payments and where the dividend income 

falls within the basic rate band (up to £42,385 for 

2015/16) there is currently no income tax on 

dividends. 
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Where both husband and wife are directors and 

shareholders they will be able to pay themselves a 

salary of £11,000 each and then dividends of £5,000 

each tax free. However the next £27,000 of dividends 

up to the new £43,000 higher rate threshold would be 

taxed at 7 ½ % resulting in income tax of £2,025 each 

being payable for 2016/17. Under the current rules 

there would be no tax on such dividends up to 

£42,385. 

This measure has been introduced to counter tax-

motivated incorporation to level the playing field 

between trading via a company versus an 

unincorporated business. 

 

Note that dividends received in excess of the £43,000 

higher rate threshold will be taxed at 32.5 % but 

without a notional credit thus increasing the effective 

rate from the current 25% to 32.5%. 

 

ANNUAL INVESTMENT ALLOWANCE SET 

PERMANANTLY AT £200,000 

 

The annual investment allowance (AIA) was due to be 

reduced from the current temporary level of £500,000 

to just £25,000 from 1 January 2016. 

 

The Chancellor has bowed to pressure from industry 

to stop tinkering with this allowance for expenditure on 

plant and machinery and set it at a permanent level so 

that businesses can plan their capital expenditure. He 

has decided on £200,000 for the new limit and 

businesses should consider bringing forward 

expenditure to before 1 January 2016 to benefit from 

the current higher allowance. 

 

BUY TO LET LANDLORDS – INTEREST 

RELIEF TO BE RESTRICTED TO BASIC RATE 

 

The Chancellor announced that the amount of income 

tax relief landlords can get on residential property 

finance costs (such as mortgage interest) will be 

restricted to the basic rate of tax.  
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To give landlords time to adjust, the change will be 

phased in gradually over 4 years: 

 

2017/18 - the deduction will be restricted to 75% of 

finance costs, with 25% being available as a basic 

rate tax reduction.  

 

2018/19 - 50% finance costs deduction and 50% 

given as a basic rate tax reduction 

 

2019/20 - 25% finance costs deduction and 75% 

given as a basic rate tax reduction 

 

From 2020/21 - all financing costs incurred by a 

landlord will be given as a basic rate tax reduction.  

  

“RENT A ROOM” LIMIT INCREASED TO £7,500 

 

The current £4,250 limit for tax free rental income from 

lodgers is to be increased to £7,500 from 6 April 2016. 

The relief is only available where individuals rent out a 

room in their main residence and the allowance 

includes heating and other services provided to the 

lodger. 

PENSION TAX RELIEF RESTRICTED FOR 

HIGHER EARNERS 

 

As mentioned in the Conservative party manifesto, tax 

relief for pension contributions is to be restricted for 

those with income in excess of £150,000 a year. We 

were told that this is intended to fund the increase in 

the inheritance allowance for passing on the family 

home. 

 

The current £40,000 pension annual allowance will be 

reduced by £1 for every £2 of income in excess of 

£150,000 down to a minimum of £10,000 at £210,000 

of income. So, for example, where an individual has 

income of £170,000 in 2016/17, the £40,000 annual 

allowance would be reduced to £30,000. 

 

 

 

 

 



 

 

3 LINE ACCOUNTS 

 

If you are self-employed with annual turnover of less 

than £30,000, there has long been the opportunity 

to not tell HMRC the expenses under separate 

headings. Instead, on your behalf we have been 

able to simply tell them 3 things - your income, total 

expenses and net profit. The same applies to 

property lettings income. 

 

From 2009/10 that level for 3 line accounts has 

dramatically increased to £68,000. It must be 

appreciated that the amount of work we will need to 

do is not reduced, as of course we still need to 

determine each expenditure item so as to then 

decide what 3 figures we tell HMRC. In reality any 

saving is on HMRC’s side, by way of less time taken 

in processing your tax return. 

 

We will be pleased to discuss with you the pros and 

cons of using 3 line accounts in your particular 

circumstances. 

 

 

TAX HELPLINE FOR AGENTS 

 

In acting for you on your tax affairs, one of the 

problems encountered in recent years is the 

difficulty in getting put through by telephone to 

someone at HMRC who can access your tax file 

and deal with our query – no matter how simple that 

query may be. Matters have improved with the 

introduction of exclusive numbers for agents, 

manned by non-call centre personnel who do have 

a working knowledge of the tax system. We are 

even happier now that any queries can be handled 

quickly, as a single agent dedicated line has been 

introduced. The much-maligned customer focus is 

certainly working well in this respect. 
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Add your logo and contact details here.  

 

Please contact a member of our Tax Team if 

you would like to discuss any of the issues 

raised.  
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REGIONAL EMPLOYER NICs HOLIDAYS FOR 

NEW BUSINESSES 

 

This special scheme is aimed at helping new businesses in 

targeted areas of the UK that need it most. During a three 

year qualifying period, new businesses which start up in 

these areas will get a substantial reduction in their 

employer NICs. 

 

Within the qualifying period, the employer will not have to 

pay the first £5,000 of Class 1 employer NICs due in the 

first twelve months of employment. This will apply for each 

of the first 10 employees hired in the first year of business 

and will operate in selected countries and regions. It is 

worth a maximum of £50,000 for each business. 

Subject to meeting the necessary legal requirements, the 

scheme is intended to start no later than September 2010. 

Any new business set up from 22 June which meets the 

criteria will benefit from the scheme. 

 

The countries and regions which will benefit are based on 

where the proportion of jobs in the public sector is higher 

than in London, South East and East. They are therefore 

as follows: 

 

 Scotland 

 Wales 

 Northern Ireland  

 North East 

 Yorkshire and the Humber 

 North West 

 East Midlands 

 West Midlands 

 South West 

 

A Q & A paper was issued on 22 June, and further scheme 

details are expected soon. We will be pleased advise on 

the opportunities available to those of you looking at 

starting up a new business. 

 

FURNISHED HOLIDAY LETTINGS REVISITED 

 
1. This tax-favoured investment provides the 

following main advantages where the property 

is in the UK or the EEA. They were planned to 

end on 5 April 2010 but that did not get through 

the debate on the Finance Bill 2010 so the 

opportunities are still there: 

 

 CGT entrepreneurs’ relief as a qualifying 

business disposal 

 CGT roll-over relief 

 Income tax relief on losses against general 

income – TO BE REVIEWED WITH 

CHANGES FROM 6 APRIL 2011 SUBJECT 

TO CONSULTATION 

 Pension scheme funding on the profits 

 Capital allowances claimable for plant and 

machinery, even though used in a dwelling 

house (this is instead of the 10% wear and 

tear allowance); the £100,000 AIA is 

therefore available to this “business” 

although if you are an owner you may well 

not plan to spend anything like that amount! 

 

2. The requirements are as follows: 

 

 Commercial letting, which means on a 

commercial basis and with a view to the 

realisation of profits.  

 Let furnished, so that tenant is entitled to 

use the furniture. 

 Available for commercial letting to the public 

as holiday accommodation for at least 140 

days in a 12 month period (which is the tax 

year, unless not let furnished in the 

preceding tax year in which case the period 

is the 12 months from the first letting; or 

where not let furnished in the next tax year 

in which case the period is the 12 months 

up to cessation) – these requirements are 

to change from 6 April 2011 subject to 

consultation, with an increase in the number 

of days.  

 Actually so let for 70 days in the 12 month 

period. 

 Not normally in the same occupation for 

over 31 consecutive days during a period of 

seven months in the 12 month period. 
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Note also that, as already announced, the pension  

lifetime allowance is due to be reduced from £1.25 

million to £1 million from 6 April 2016 with transitional 

protection for those with pension savings in excess of the 

new limit. 

 

The Chancellor also announced in the July Budget that 

there would be a further review of pension savings and 

pensions taxation. 

 

Contact us if you need advice on pension planning and 

how the new pension rules will impact on you personally. 

 

INHERITANCE TAX AND THE FAMILY HOME 

 

As mentioned last month the Chancellor has 

confirmed the introduction of an additional 

inheritance allowance that will be available in 

addition to the current £325,000 nil rate band which 

will, when fully phased in, allow a couple to pass on 

the family home tax free up to a value of  

£1,000,000. The additional allowance, which will also 

be transferrable to the surviving spouse, will start at 

£100,000 for 2017/18. The allowance will then 

increase to £125,000 in 2018/19, £150,000 in 

2019/20, and £175,000 in 2020/21. 

 

Unfortunately the Chancellor also announced that 

the inheritance tax nil rate band will be frozen at 

£325,000 until 6 April 2021. 

 

The main residence nil band is subject to a taper 

where the amount being left is more than £2,000,000 

with £1 of the family home allowance being lost for 

every £2 of estate value over £2,000,000.  This 

clawback is based on the value of the estate before 

reliefs such as business property relief and 

agricultural property relief and may result in some 

additional complications and redrafting of Wills. 

 

If this change is likely to affect your family 

circumstances you may wish to arrange a meeting 

with us to consider the impact on your Will and your 

family’s inheritance tax position. 
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CHANGES AFFECTING NON-

DOMICILED TAXPAYERS 

 

The Chancellor announced a number of 

important changes to the tax treatment of 

individuals who are resident but not domiciled 

in the UK. Such individuals currently benefit 

from a number of tax advantages such as 

exemption from UK inheritance tax (IHT) on 

assets situated outside the UK and in some 

cases only being taxed on overseas income 

and gains if those amounts are remitted to the 

UK. 

 

From April 2017, IHT will be payable on all 

UK residential property owned by non-

domiciles, regardless of their residence status 

for tax purposes, including property held 

indirectly through an offshore structure. 

From April 2017, individuals who are born in the 

UK to parents who are domiciled here, will no 

longer be able to claim non-domicile status whilst 

they are resident in the UK. 

 

The government will also legislate so that from 

April 2017 anybody who has been resident in the 

UK for more than 15 of the past 20 tax years will 

be deemed to be domiciled in the UK for all tax 

purposes. This is being reduced from the current 

17 year deemed domicile rule for IHT. 

 

 

Please contact Brian or Caroline on 0845 303 

1144 if you would like to discuss any of the issues 

raised. 

 

 


