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All change in financial services for EQ
There are many taxation aspects to good 
quality financial services advice and we recently 
transferred our financial services business 
to Balmoral Asset Management Limited. 
Balmoral’s advisers are available in each of our 
four offices to assist clients with all manner of 
query from pensions to investments and from 
life insurance to estate planning. EQ will be 
working in tandem with Balmoral to ensure that 
our clients have a powerful and comprehensive 
financial planning proposition. For more 
information about Balmoral we’d recommend 
you visit www.balmoralasset.com 

The link between taxation planning and 
financial services is a strong one. Here is an 
example of how that can work. A client sold 
his business and in doing so incurred a Capital 
Gains Tax bill of over £4m, much of which was 
taxed at the full rate of 28%. The cash from the 
sale added to his large estate for inheritance tax 
purposes, and his investment income created 
large income tax bills. He invested £500,000 

in an EIS product which five years later, had 
only grown to £505,000 – a questionable 
investment, you might say. So why did he do 
it? The tax benefits from this investment were: 

• A deferral of some of his capital gains, saving 
£140,000 in Capital Gains Tax

• After two years, a reduction in his chargeable 
estate of £500,000 through eligibility for 
business property relief

• An income tax reduction of £150,000

So, although the investment return was low, the 
overall tax benefit was over 70%. Weaving your 
pensions and investment strategies into your tax 
planning is becoming ever more important and 
EQ’s new tie up with Balmoral gives our clients 
great opportunities to utilise these skills. 

Please call your normal EQ contact if you’d 
like to be introduced to Balmoral to find 
out more.
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taxation news

Most people can contribute (or have contributions 
made for them) up to £40,000 a year to a pension 
whilst claiming tax relief. From 6 April 2016, those 
with earnings of over £150,000 will see their annual 
allowances tapered away to just £10,000.

The annual allowance will be reduced by £1 for 
every £2 of income that an individual has over 
£150,000, with a maximum reduction of £30,000 
– leaving those with incomes of £210,000 or 
above with a £10,000 allowance.

An opportunity exists in the current tax year to 
use these higher annual allowances before they 
are lost. Given the attractive tax relief available 
of up to 45% (i.e. £40,000 invested would 
cost only £22,000 for additional rate taxpayers 
and £24,000 for higher rate taxpayers), this is a 
fantastic tax planning opportunity.

For those with larger sums of capital at their 
disposal it is also possible to ‘Carry Forward’ or 
‘Soak Up’ unused annual allowances from the 
previous three tax years, in addition to the current 
year’s allowance, subject to relevant earnings.  
It is therefore possible for an individual to make 
a pension contribution of up to £180,000 which 
will ultimately cost them only £99,000, with the 
remaining £81,000 being provided by way of tax 
relief from the Government.

Time is running out fast so it makes sense to use 
these allowances while they are still available.

This article has been provided by Euan 
Atkinson, a director of Balmoral Asset 
Management Limited. If you have any queries 
please contact your usual EQ contact or  
contact Euan at e.atkinson@balmoralasset.com

In our Autumn 2015 Tax Bulletin we covered 
the changes to dividend taxation from 6 April 
2016. The new rules mark a significant increase 
in income tax liabilities for individuals with a 
low salary/high dividend remuneration strategy, 
resulting in higher costs to companies to provide 
the same net income to the individual. 

An individual with no other income taking an 
annual salary of £10,000 and £27,000 net 
dividends in 2015/16 will pay no income tax.  
The same level of income in 2016/17 would result 
in a £1,575 tax liability, and dividends would 
need to be increased to just over £28,700 for the 
individual to receive the same net income. 

If the individual were to change to salary only in 
2016/17, a salary of approximately £51,000 would 
be required to give the same net income, at a net 
cost (after corporation tax savings) to the company of 
approximately £45,500. The low salary/high dividend 
remuneration strategy is still more tax-efficient at 
this level of income under the new dividend taxation 
rules, although the marginal savings will be lower 
due to higher dividend tax rates. 

However, other benefits of taking higher salary 
should also be considered when determining 
remuneration strategy. These include a higher 
level of ‘earned income’ for pension purposes 
(dividends received are not ‘earned income’), a 
clearer source of income for mortgage application 
purposes, and, for R&D companies, potentially 
higher qualifying expenditure for R&D tax credits.

Higher rate and additional rate taxpayers will also 
need to consider their remuneration strategies. 
If they have no other dividend income they will 
be able to take dividends of £5,000 per year tax 
free from their companies from 2016/17, whereas 
in previous years tax of 25%/30.6% would 
have been payable on these dividends. Where 
no dividends are currently taken it would be 
beneficial to consider introducing dividends into 
remuneration strategies from 2016/17.

For further advice on remuneration  
planning please contact your usual EQ 
contact, or alternatively contact Rachel 
Bell on 01382 312100 or by email at  
rachel.bell@eqaccountants.co.uk

Pension Tax Relief and Annual Allowances

Dividend taxation and remuneration planning
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Following the changes in the tax rules on buy 
to let properties, as detailed in the last taxation 
bulletin, should you consider incorporating your 
rental property portfolio into a limited company?

Mortgage interest relief
The current rules allow all mortgage interest 
suffered on a buy to let property to be offset against 
the income earned from the property. This can give 
tax relief of 45%, at the highest rate of tax.

From April 2017 the tax rules are changing and by 
April 2020 you will only receive basic rate tax relief 
on the mortgage interest suffered. This could cost 
you a lot of tax if you are a higher rate tax payer.

Incorporation
One option to be considered is to fully incorporate 
your buy to let portfolio into a limited company. 
There are a number of advantages and 
disadvantages of running your buy to let portfolio 
through a company and these are detailed below:

Advantages
• Companies pay corporation tax at 20%, 

reducing to 18% in 2020, which is much lower 
than 40 and 45% as a higher rate tax payer

• The new tax rules on mortgage interest relief 
currently only apply to individuals, so full relief 
is still available to a company

• Companies are taxed on the profit they make and 
not the income they receive as with an individual

Disadvantages

• Capital Gains Tax and Land and Building 
Transaction Tax may apply on the transfer of 
the properties to a company

• New rules on the taxation of dividends mean 
that a shareholder in a company will have to pay 
more tax to extract money from the company

• Additional record keeping and reporting 
requirements of running a company

In summary, there are number of issues to 
consider when looking to incorporate your buy 
to let portfolio. However, for individuals renting 
a large number of properties, the tax savings  
of incorporation will outweigh the listed 
disadvantages.

For further detail on the new tax rules for 
buy to let properties and for information 
on incorporation please contact your usual  
EQ contact. 

In a return to our series of company car related 
topics we look at leased cars.

Leasing cars rather than outright ownership is 
becoming increasingly popular, and some of 
the main tax issues for a business obtaining a 
car through an operating lease/contract hire are  
as follows:

Where a car is leased by the business, only 50% of 
the input VAT can be recovered where there is any 
private use by the proprietor or an employee. VAT 
is only recoverable in full on the leasing charges 
where the car is used exclusively for business 
journeys and is not available for any private use, 
or where the car is used primarily as a taxi or for 
driving instruction. VAT on maintenance packages 
that come with a contract hire agreement is 100% 
reclaimable, providing it is separately identified.

Where a car is leased by a company under an 
operating lease/contract hire, the rentals are 

100% deductible for tax purposes for cars with 
CO2 emissions up to 130g/km (for leases from 
April 2013). A 15% restriction applies to lease 
payments for cars with CO2 emissions above 
this level. The 15% restriction does not apply 
to maintenance packages that come with a hire 
agreement. For unincorporated businesses the 
same 15% restriction applies to cars with CO2 
emissions above 130g/km, and there is also a 
restriction on all lease payments for the proportion 
of non-business use by the proprietor(s).

As covered in a previous Tax Bulletin, if a car is 
provided to an employee or company director for 
private use a taxable benefit rises. This rule also 
applies whether the car is owned or leased by a 
business, with the value of the benefit based on 
the list price and CO2 emissions of the car.

If you have any queries or require any advice, 
please contact Rachel Bell on 01382 312100 or 
by email at rachel.bell@eqaccountants.co.uk

Buy to let property incorporation

Company cars – leased cars
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Disclaimer: We make every effort to ensure that the information provided is accurate and up to date, however 
EQ cannot be held responsible for any action taken, or not taken, as a result of reading this publication. Contact us at 
taxation@eqaccountants.co.uk or 01382 312100 for specific advice on how the issues discussed could affect you.

Meet the team –  
David Morrison
1. How long have you 
worked with EQ?

I joined Reeves & Neylan in 
1997, before becoming a 
partner in 2000. Since EQ’s 
formation in 2004, I have 
headed up EQ Taxation, 
concentrating on providing tax 
solutions for clients. I am based 
in our Dundee office..

2. What do you specialise in?

My background is in business taxation. I have a diverse 
portfolio of clients, including healthcare and leisure, 
and have particular expertise in business restructuring 
and capital allowances. More recently I have led our 
R&D tax credits team which has delivered over £4m 
of tax savings to date.

3. What experience have you gained whilst 
working at EQ?

Working at EQ is a great privilege. I have imaginative, 
innovative and hard working clients who are a real 
inspiration and make the job worthwhile. My role 
also entails close contact with my colleagues whose 
dedication to providing outstanding client service is a 
source of great satisfaction.

4. What is the best tax advice you have provided?

The best tax advice is usually based around a strong 
long term business strategy. I’m a great believer in 
setting the objective first and then fitting the tax 
structure around that. Our recent success with R&D is 
also a great achievement for the firm.

5. What do you think are the main components 
of good tax advice?

Tax advice is simple. Know your client, be relevant, 
technically correct and base your advice on a 
complete and accurate picture.

It’s been a busy time for EQ Taxation as we move 
towards the year end. On 28th October, we delivered 
an R&D tax credits seminar to some potential  
clients, resulting in the commencement of several new 
claims. Other future seminars are planned including: 

12th November 2015 – Tax tips for the leisure sector

2nd and 3rd  Auto Enrolment/  
December 2015 –  Workplace Pensions

Further seminars are already planned for early 2016: 

Business Succession

The New Rules in Property Taxation

Tax Presentation to the St Andrews Business Club

The New Pension Rules

EQ are always on the look out for opportunities to 
speak with people about the tax issues important 
to them. If you would like more information about 
any of these seminars, please contact head of  
EQ Taxation, David Morrison, on 01382 312100 or 
at david.morrison@eqaccountants.co.uk 
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