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Tax Year End – Act Now
Whichever government is in charge after the next election they will have a simple choice between public service cuts and tax increases.  The right decision is to cut costs, however no government has ever cut public spending, including Margaret Thatcher’s, therefore the inevitable conclusion is that taxes are going to rise.  It is therefore essential that investors allocate as much as possible to ALL legal tax shelters whilst they can i.e. before 6th April.  
------------------------------------------------------------------------------------------------

Individual Savings Accounts (ISAs)

Never More Valuable  

If you have money to invest ISA’s should almost always be your first port of call. Within an ISA all gains are completely tax free, there is no further tax to pay on any income and less tax means higher returns for you. 

How much can you invest into your ISA?

Each tax year you have an ISA allowance and if it is not used by 5th April, it is lost forever.

The amount you can invest depends on your age.  If you are aged 50 or over before the 5th April 2010, you can invest up to £10,200  which can be invested in a Stocks & Shares ISA.  Alternatively you can invest £5,100 in a Cash ISA with the balance (within the overall £10,200 limit) invested in a Stocks & Shares ISA.  

Everyone else can invest up to £7,200 this tax year.  Up to £3,600 can be saved in a Cash ISA, with the balance (within the overall limit) invested in a Stocks & Shares ISA.  Alternatively the full £7,200 can be invested in a Stocks & Shares ISA.  As of the 6th April everyone has a fresh ISA entitlement which will be £10,200.  
------------------------------------------------------------------------------------------------

Pensions & Tax Relief

How it Works 
Turn £6,000 into £10,000 before 5th April 

Pensions, including SIPP’s are one of the most tax efficient ways to save for your retirement.  You get tax relief of up to 40%.  Invest £8,000 and the government adds basic rate tax relief of £2,000 giving you £10,000 in your pension.  If you pay higher rate tax, depending on your income, you can claim up to a further £2,000 in higher rate tax relief. 

Most people can invest as much as they earn into pensions each tax year.  Those with incomes of £130,000 or more get 40% tax relief on at least the first £20,000 of total contributions and 20% on the rest. 


The only eligibility requirements are that you are UK resident and under 75.  You do not even have to pay tax to benefit from a pension.  Non-earners such as children and housewives/husbands can contribution up to £2880 to which the government will add £720 in tax relief.  

Your money grows free of Income Tax and Capital Gains Tax.  At retirement (earliest 55) you can start to reap the benefits.  You can normally take up to 25% as a tax free lump sum with the remainder used to produce a taxable income.  .

To contribute to a pension this tax year you must act before the 5th April.  If you are higher rate tax payer it is your last chance to make a pension contribution to reduce your tax bill for this year.  The government has already reduced the amount of higher rate tax relief available to higher earners twice in the last year.   This suggests that if you want to invest on the most favourable terms you should act sooner rather than later in case further changes are made.  

Shelter Your Existing Investments 

You do not have to invest new money to make use of ISA and Pension tax shelters.  You can shelter your existing investments as well.  We call this a Bed and ISA or a Bed and Pension, and it could save you tax in the future. 

You cannot transfer investments directly into an ISA or Pension.   They have to be sold and bought back within the ISA or Pension wrapper, but this could work to your advantage.  By selling your investments you will realise any gain or loss. You can realise a gain of up to £10,100 this tax year without paying any additional tax.  If you realise a loss, once declared, the current tax rules allow you to carry forward any losses indefinitely and offset them against any future gains, effectively increasing your future capital gains tax allowance.   In either case, because you buy your investment back in your ISA or Pension, any future gains will be protected from tax.  You could also receive tax relief of up to 40%.  

--------------------------------------------
Capital Gains Tax 

It is widely predicted that Capital Gains Tax (CGT) will rise.  Two years ago CGT was charged at the same rate as income tax.  In April 2008 the Chancellor introduced a new flat rate of CGT at 18%.  From 6th April the highest rate of income tax will be 50% and the higher rate of capital gains tax will be 18%.

With the Chancellor looking to increase the tax take whenever he can, this disparity looks unsustainable and we could see a rise to 25%, 40% or even 50%. Therefore it makes sense to use your annual CGT allowance to minimise future tax bills.  A Bed and ISA or Bed and Pension is a simple way to do this

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

We hope you have found this informative and useful and as ever we would be delighted to give you advice based on your personal circumstances.  The tax year end is the 5th April.  This falls on Easter Monday and with the Easter Holiday, the deadline for many investors will become the previous weekend i.e. 27th March.  Please contact us on 0141 331 2221 or email admin@begleybrown.co.uk to discuss the tax saving opportunities available to you.  We look forward to hearing from you.   
