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December 2014
QUARTERLY N E W S L E T T E R

Xmas and New Year Holidays


My office will close at 12 noon on Wednesday, 24 December and re-open at 9:00 a.m. on Monday 5 January.

Autumn Statement

The Chancellor’s Autumn Statement is generally concerned with setting out the government’s spending plans for the next fiscal year, but this year’s contained an unusual number of announcements on taxation.

1.
Personal allowance


In 2015/16, the personal allowance will rise from £10,000 to £10,600, instead of £10,500 as previously planned.  It will then exceed the allowance for those born before 6 April 1948, which has been frozen at £10,500, so that allowance will disappear.  The age allowance of £10,660 for those born before 6 April 1938 will then be only slightly higher, so it too will disappear with the next increase in the basic personal allowance.
2.
Higher-rate threshold


In recent years, the large increases in the personal allowance have been accompanied by reductions in the basic-rate tax band, so that higher-rate tax payers do not benefit as much as the lower paid.  In 2015/16, that reduction in the basic-rate tax band will be only £80, from £31,865 to £31,785, so higher-rate tax will apply to income over £42,385, compared to £41,865 this year.

3.
Married Couple’s Allowance


In 2015/16, this will allow one spouse to transfer up to £1,060 of unused personal allowance to the other spouse, provided that neither is a higher-rate taxpayer.  It was previously announced as £1,050, but has been increased to keep it at 10% of the personal allowance.  The maximum tax saving will be £212 (20% of £1,060) but one word of caution here: as the allowance cannot be calculated until the end of the tax year, when incomes are known, it could easily be abolished by any new government which takes office after the May 2015 general election.
4.
National Insurance


The self-employed National Insurance Contribution will increase from £2.75 to £2.80 a week in 2015/16.  Some people are under the misapprehension that there is no need to continue paying this once you have enough contributions to earn a full pension, but that is not the case: it must be paid by all self-employed people up to State Pension Age, unless profits are below £5,965 year.
5.
Stamp Duty Land Tax


The Stamp Duty paid by purchasers of property has long been considered an unfair tax, because it was paid on the full purchase price at a single rate, which increased at set thresholds.  Thus, for instance, a property at £249,000 would be liable at 1%, which is £2,490, whereas a property at £251,000 would be liable at 3%, which is £7,530.  That system has been reformed with immediate effect, so that only the portion of the price above each threshold is charged at the increased rate.  These are the new rates:


Purchase Price
Rate


£

%


Up to £125,000

0


Over £125,000 to £250,000

2


Over £250,000 to £925,000

5


Over £925,000 to £1,500,000

10


Over £1,500,000
12


A house costing £251,000 would now be liable as follows:


£125,000 @ 0% =

0


£125,000 @ 2% =
2,500


£1,000 @ 5% =
50




------------



Total

£2,550




-------------


Only property costing more than £937,500 will see an increase in the Stamp Duty payable.

6.
Transfer of ISAs on death


At present an ISA loses its tax-exempt status when the holder dies.  The government will introduce legislation to allow a surviving spouse to inherit that money and invest it in another ISA.

7.
Diverted Profits Tax


In a change which has quickly been named the “Google Tax” profits diverted from the UK to other countries by multinationals will be charged at 25% from 1 April 2015.  That is higher than the 20% which will be chargeable on UK profits.

8.
Air Passenger Duty


Air Passenger Duty will be abolished for children under 12 on 1 May 2015 and children under 16 on 1 March 2016.

Newsletter

If you would like to receive this quarterly newsletter by e-mail, contact me at david@davidpattinson.co.uk.
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