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In this issue we focus on:
l Spring Budget
l Last Minute Pension Planning

Spring Budget
A Budget in which there was so little to say. Now there’s a first! There’s bound to be more information in the Finance
Bill – so, for the moment we’ll refrain from serious comment. We simply observe that Philip Hammond is running
true to form, steady, uninspiring and like his predecessor, egalitarian in his outlook. Whilst we take some comfort
in his reluctance to meddle, we think that this Budget was an opportunity lost. In our view, this isn’t the moment to
retreat into a hole clutching a Treasury briefcase. There is a spirit of ‘new beginnings’ to capture just now – it’s a
time to engage in some imaginative thinking and to offer rewards to the brave, not to deliver a weaselly reversal
on Dividend Allowance.

The habit, adopted by previous Chancellors, of announcing jam tomorrow (easements and allowance
improvements that are then deferred) had already stolen much of this Chancellors thunder. We already knew that
Personal Allowance was to rise from £11,000 to £11,500 and that the 40% tax threshold was to move up from
£43,000 to £45,000 next month. We knew that State Pension is to rise by 2.5% in April and that Child Benefit, Tax
Credits and Universal Credit will all remain unchanged for the 2017/18 tax year.

National Insurance Contributions never quite register in the same way as income tax. Thresholds are different,
band-widths are different and for the employed, more than half the total payment is out of sight because it is paid
by their employer. It is, in effect, a tax on jobs – levied at a combined rate of 25.8%. And it carries the illogicality of
taxing those who are deemed too lowly-paid to suffer income tax! The starting point for employee NIC payments
(of 12%) will move fractionally upwards from £8,060 to £8,164 next month – with a similar upward movement for
employers NIC payments (of 13.8%), each to become effective on 6th April. 

The Chancellor’s U-Turn (15th March) on his proposed Class 4 NIC increase, did little to cement his authority as
Second Lord of the Treasury. He should have recognised the importance of the manifesto pledge, and as he didn’t,
then one of his 5 Special Advisers (combined salary roll of £385,000) should have told him. Having said that, we
quietly subscribe to the principal of increasing Class 4 NIC’s, in recognition of the equalisation of State Pension
and entitlements to other Welfare benefits!

Last Minute Pension Planning
The imminent ending of the Tax Year prompts me to remind everyone of a number of important pension
opportunities that are highly tax-year-end sensitive. Some are more pressing than other. Those of immediate interest
are as follows:

l Company pension contributions. Many Company year-ends fall on 31st March. Murphy’s Law dictates
that the Company year-end will always occur at a time of intense business activity. It’s therefore all too easy
to forget the critical importance of the company year-end for the timing of company pension contributions. 
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Remember the Trustees of a SSAS have much freedom over the investment direction of contributed funds. 
Cash flow needn’t necessarily take a prolonged hit as a result of pension contribution. Property purchase and
loans (with a ‘connected party’ or otherwise) may all form part of the investment structure of the Fund. If you 
would like a refresher on these investment options – just call us on 0121 693 0690 or email us on
info@pmlgroup.uk.com.

l The tax-year-end is the critical deadline for Member pension contribution. With contribution limits now
constrained to a £40,000 Annual Allowance, the continuing availability of ‘carry forward’ of unused Annual
Allowance from previous tax-years, may be worthy of special attention. Any unused contribution allowances
from the 2013/14 tax year onwards will remain available until 5/4/17. Thereafter, the 2013/14 year is lost – and
replaced with 2014/15. The remaining three weeks of this tax year therefore provides an opportunity to analyse
usage of previous year’s Annual Allowance and, if appropriate, tuck away a one-off payment, to be relieved
against this year’s total earnings. Do remember that the 2016/17 Annual Allowance must be used before
taking advantage of 2013/14 unused Allowance.

l The run-up to the tax year-end will sound a note of caution to high earners. Where tax-year income is likely
to exceed £150,000, standard Annual Allowance will be affected by Tapered Annual Allowance Restrictions.
Where income (together with pension inputs), exceeds £150,000, Annual Allowance is progressively reduced.
The reduction is of £1 of Annual Allowance for every £2 of personal income in excess of £150,000. This
restriction has the capacity to cut Annual Allowance from £40,000 to a mere £10,000, where tax year income
totals £210,000 or more. For the purpose of this calculation, ‘income’ isn’t simply ‘earnings’, in the way that
it’s defined in most areas of pension contribution. Income, for calculation in respect of this restriction, includes
all investment income and benefits-in-kind. 

If you are subject to a reduced Annual Allowance in this tax year, then using any unused Allowance from earlier
years could enable you to make the contributions you want. High earners must therefore check out their total
income position with their Tax Advisor, before committing any significant one-off contribution.

l Finally, for those of us already in Drawdown, a reminder to make full use of the 20% Basic Rate tax band.
Higher Rate comes in at £43,000 this tax-year, £45,000 next tax-year. The absence of restriction or penalty
between crystallised and uncrystallised funds in drawdown, removes any impediment to uplifting benefit –
most particularly where only 20% income tax is due. 

Do the sums before the tax-year is out – not after the moment has passed!

Geoffrey Stait
March 2017
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