
 

Budget Summary – July 2015 

 

Income tax 

Personal allowance 

The tax-free personal allowance is being increased to £11,000 in 2016-17, and £11,200 in 2017-18.  

For higher rate taxpayers, the government will also increase the threshold above which higher earners 

start paying 40% tax. It will increase to £43,000 in 2016-17, and to £43,600 in 2017-18. 

Comment – a minor addition to the allowances but nevertheless welcome as it reduce the overall tax 

burden. 

Dividend Taxation 

From April 2016 Dividend Tax Credit will be abolished. To replace this, a new Dividend Tax Allowance of 

£5,000 per tax year will be introduced. 

The new rates of tax on dividend income will be 7.5% for basic rate taxpayers, 32.5% for higher rate 

taxpayers and 38.1% for additional rate tax payers. 

Comment – this looks unwelcome for the majority of business owners where dividend income may a 

source of profit extraction. There is further detail to come but is likely to affect most people where some 

of their income is dividend related. However, for the majority of savers the annual limit will remove the 

need to pay further tax on any dividend income in their returns 

Individual Savings Accounts 

In the March 2015 Budget the Government announced a change in the ISA rules, to allow individuals to 

withdraw and replace money from their cash ISA in a year without it counting towards their annual ISA 

subscription limit. The Government have announced that this will also apply to cash held in stocks and 

shares ISAs. 

Both changes take effect from 6 April 2016. 

Comment – a very welcome change as this will mean ISA funds that you have built up can be spent and 

replaced on a short term basis should the need arise without affecting the tax free status you have earned. 

 

Corporation tax 

The UK corporation tax rate will reduce from 20% to 19% in 2017. It will reduce to 18% on 2020. 

Comment – for business owners a welcome reduction in the tax burden. 

Inheritance tax 

Inheritance tax – Main residence nil-rate band and existing nil-rate band 

An additional nil-rate band will apply when a residence is passed on death to a direct descendant (children 

(step-children, adopted child or foster child) or grandchildren). This will be £100,000 in 2017-18; £125,000 

in 2018-19, £150,000 in 2019-20, and £175,000 in 2020-21. This will then increase in line with Consumer 



 

Prices Index (CPI) from 2021-22 onwards. Any unused additional nil-rate band will be transferrable to a 

surviving spouse or civil partner. 

The additional nil-rate band will also be available when a person downsizes or ceases to own a home on 

or after 8 July 2015 and assets of an equivalent value, up to the value of the additional nil-rate band, are 

passed on death to direct descendants. 

There will be a tapered withdrawal of the additional nil-rate band for estates, including the main residence, 

with a value of more than £2million (after deduction of any liabilities, but before reliefs and exemptions). 

This will be at a withdrawal rate of £1 for every £2 over this threshold. 

This measure will take effect for relevant transfers on death on or after 6 April 2017. It will apply to reduce 

the tax payable by an estate on death (similar to the transferable nil-rate band) and it will not apply to 

reduce the tax payable on lifetime transfers that become chargeable as a result of death. 

The main residence nil-rate band will be transferable where a surviving spouse or civil partner in a couple 

dies on or after 6 April 2017, irrespective of when the first of them died. 

The qualifying residence will be limited to one residential property but personal representatives will be 

able to nominate which residential property should qualify if there is more than one in the estate. A 

property which was never a residence of the deceased, such as a buy-to-let, will not qualify. 

The detail is subject to consultation, which will be published in September 2015 ahead of the draft Finance 

Bill 2016. 

Comment – again a welcome change to the allowances for IHT relief that will allow a greater proportion 

of wealth to be retained in your family. It has to be a descendant (not a relative) and so will not fit all 

cases but is intended to allow for cascading wealth and not wealth transfer. The additional allowance is 

not immediate either and will be phased in over a period of years. 

Nil-rate Band frozen until the end of 2020-21 

The existing nil-rate band will remain at £325,000 until the end of 2020-21. It was previously frozen until 

the end of 2018-19. 

Comment – what the Chancellor grants with one hand he takes away with another – the allowance will 

not rise in this period but combined with the changes for family transfers the position is still better, if of 

course you have children. 

 

Simplifying charges on trusts 

Legislation will be introduced to remove the requirement to include non-relevant property in the 

calculation of 10-year periodic charges and exit charges. In addition, new rules will ensure that where 

property is added to two or more relevant property settlements on the same day after commencement of 

the settlements, the values added along with the values added at commencement will be bought into 

account when calculating the rate of tax for the purposes of 10- year periodic charges and exit charges. 

Other legislation covering trust property settled by a Will, allows for an appointment to be made in favour 

of the surviving spouse or civil partner being entitled to the spousal IHT exemption. The exemption will 

be available as long as the appointment is done within three months of the death. 



 

Comment - current rules in this area are complex and any reduction in this rules surrounding Trusts has 

to be welcome. 

Pensions 

Immediate change to the annual allowance for 2015/16 

From 2016/17 pension input periods will be aligned with tax years. In order to make this happen, the 

Government are making changes to the annual allowance for 2015/16 with effect from 8 July 2015. In 

effect it means that individuals will be able to benefit from an additional year’s worth of annual allowance. 

Everyone will have a total annual allowance of £80,000 for 2015/16, plus available carry forward for the 

three previous tax years. All pension input periods that are open on the 8th July 2015 will end on that 

date with the next period running from the 9th July 2015 to the 6th April 2016. Pension savings for pension 

input periods ending in 2015/16 will be split into two ‘mini’ tax years, depending on whether they ended 

before the 9th July 2015 or in a post-budget pension input period which will run from 9th July 2015 and 

end on 5th April 2016. 

For all pension input periods ending on or after 6 April 2015 and on or before 8th July 2015, individuals 

will have an annual allowance of £80,000, plus available carry forward. Pension savings from 9th July 

2015 to the 5th April 2016 will have a nil annual allowance, but up to £40,000 of any unused annual 

allowance for the period up to 8th July 2015 is added to this, in addition to any remaining carry forward 

from the previous three tax years. 

Comment – a potential bonus for those who have made contributions already and some planning 

opportunities if you are considering large pension contributions before next April. The use of carry forward 

does allow for the last 3 and the current tax year to be considered and so could result in substantial 

contributions being made and subject to relief. 

Annual allowance changes for April 2016/17 

The Government is pushing ahead with its manifesto pledge to reduce the tax relief for people earning 

more than £150,000. Their annual allowance will reduce by 50p for every £1 of income in a range between 

£150,000 and £210,000, so that someone with an income of £210,000 or more will have an annual 

allowance of £10,000. 

Comment – high earners will be paying for much of the change with adjustments to their contributions 

limits that are subject to relief. 

 

The Government consults on the future of pension tax relief 

Pension tax relief rules are complex. Complexity acts as a disincentive if people cannot understand the 

benefit of saving for their later life. The 12-week consultation does not put forward a specific proposal for 

reform, instead it is seeking suggestions about whether and how the current system of pension tax relief 

should be reformed. It is not proposing incentives for pension savings are scrapped altogether, quite the 

opposite, instead it wants to ensure that the incentives to save for retirement are “clear, simple and 

transparent”, ensuring that individuals make sufficient savings for later life. 

Comment – the idea outlined here is to make pensions more like ISA funds where you may get less relief 

on the contributions but more flexibility when you take your benefits. A useful idea possibly and one 



 

probably designed to save HM Treasury money as tax relief granted on pensions has risen significantly 

in recent years. 

Taxation of lump sum death benefits 

From April 2015, pension savings can be paid out tax-free if a member died before age 75 and the lump 

sum was paid within two years of the member’s death. 

But a 45% tax charge applies if the lump sum is paid after two years, or in respect of a member who died 

after age 75. From April 2016 the tax payable on lump sums paid after two years or post age 75 will be 

based on the marginal rate of the recipient, with the exception of lump sums paid to non-individuals like 

Trusts or Companies, for which the rate will remain at 45%. 

Comment – no real change on the current system that has only recently been introduced. 

Secondary annuity market delayed until 2017 

The Government confirmed the secondary annuity market enabling consumers to sell their annuities for 

a lump sum will be delayed until 2017. This is to ensure sufficient time to create a market and support 

service to ensure consumers are making the right decision. Plans for the secondary annuity market will 

be set out in the autumn. 

Comment – one of the issue around pension freedoms has been that some may have locked into 

annuities and this is now unsuitable. The ability to sell an annuity may create some choice and we will 

have to wait and see if this becomes a viable option.  

Non domicile /UK domicile for tax consultation 

The government intends to consult further on the interaction of the various deemed domicile rules for 

both UK domiciles and non-domiciles and also in relation to the tax treatment of trusts. No date has been 

indicated for when these consultations will be issued. However, it is proposed that the measures are to 

be introduced from 6 April 2017and legislated in the Finance Bill 2016.  

Comment - This will end the avoidance of income tax and IHT in some cases and is probably welcome 

by the majority of UK tax payers who see these individuals are flouting the current system. Complex 

discussions are still to follow and there will be more detail yet to come  

 

Note – any views expressed here are entirely those of Larcomes Financial Services Ltd and 

should not be considered advice or guidance.  


