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Wise Words
the latest financial news  

from Aaron Tawny

Wishing you a very Merry Christmas 
and a Prosperous 2016 

Everyone at Aaron Tawny would like to say a huge thank you for your continued support 
as 2015 comes to an end and we complete our 15th year in business.  All of Aaron Tawny’s 
little helpers are pictured on our website under ‘Meet the Team’.      

We would like to wish you all a very Merry Christmas and a Prosperous New Year.

In replacement to sending Christmas cards this year’s nominated charity is Crisis, 
which is a national charity for single homeless people and they are dedicated to ending 
homelessness by delivering life-changing services and campaigning for change. 
Their aim is to change the way society thinks and acts towards homeless people and they 
want to help the homeless change their lives for good - A very worthwhile cause, as we are 
sure you will agree!  
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The following covers the main announcements that 
relate to the areas we take into consideration when 
financial planning:

Income Tax
The band of savings income that is subject to the 
0% starting rate will be kept at its current level of 
£5,000 for the tax year 2016-17.

Capital Gains Tax
Capital Gains Tax (CGT) due on non residential 
properties sold is currently payable between 10 and 
22 months after a disposal is made. 

From April 2019 CGT due will be payable within 30 
days of completion of any disposal of a property 
unless the Principal Private Residence exemption 
applies (i.e. gains on the sale or disposal of your 
main residence are usually exempt from CGT). A 
consultation document will be published in 2016.

Individual Savings Accounts (ISA)
ISA subscription limits will not change in 2016-17. 
The ISA limit will remain at £15,240. The Junior ISA 
and Child Trust Fund limits will remain at £4,080.

ISAs: Qualifying Investments
The list of qualifying investments for the new 
Innovative Finance ISA will be extended in Autumn 
2016 to include debt securities offered via crowd-
funding platforms.

ISAs: Tax advantages during the 
administration of an Estate 
As part of the Additional Permitted Subscription 
rules, the Government has announced that it will 
allow the ISA savings of a deceased person to 
continue to benefit from tax advantages during the 
administration of their Estate.  This will 
be introduced in 2016 after consulting 
with the industry.

Pension Tax Relief
As expected, there were no surprise announcements 
on Pension Tax Relief, with the Government 
reconfirming that it will respond to the Pension Tax 
Relief consultation at the 2016 Budget.

Automatic Enrolment
Increases in minimum contributions needed for 
a scheme to meet the minimum requirements 
under Automatic Enrolment have been delayed. 
Minimum contributions were to have risen from 2% 
of qualifying earnings to 5% from October 2017, 
and 8% from October 2018. The rise to 5% will now 
occur from April 2018 and 8% from April 2019. The 
Government is doing this to reduce some of the 
complexity that smaller Employers would face.

Inheritance Tax on undrawn Pension  
funds in Drawdown
Currently, IHT may arise where the member 
transfers between registered Pension schemes at 
a time when their life expectancy was impaired 
and subsequently dies within the following two 
years. The Government confirms that inheritance 
tax will not arise when a Pension scheme member 
designates funds for Drawdown, but does not draw 
all of the funds before death. Further details will 
appear in the Finance Bill 2016.

Secondary market for Annuities
This December the Government will provide further 
details on the creation of a secondary market 
for Annuities, including the consumer protection 
package.

State Pension
The Government will set the starting rate for the full 
new State Pension for those reaching State Pension 
age on or after 6th April 2016 at £155.65 per week. 
The Government will increase the basic State 
Pension by the triple lock for 2016/17 for those 
in receipt of the current State Pension, meaning a 
full basic State Pension will rise by 2.9% (National 
Average Earnings increase) to £119.30 a week, an 
increase of £3.35.

Selling off prisons, a Buy-to-Let bashing 
- and something for the Tax avoidance 
crowd - The Autumn Statement!
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Stamp Duty Land Tax on additional 
Properties
From 1 April 2016, higher rates of Stamp Duty 
Land Tax (SDLT) will be charged on purchases of 
additional residential properties (above £40,000), 
such as Buy-to-Let properties and second homes. 
The higher rates will be 3% above the current SDLT 
rates. As a reminder, the current SDLT rates and 
thresholds are as follows: 

• Property purchase price up to £125,000: 0%

•  Next £125,000 (the portion from £125,001  
to £250,000): 2%

•  Next £675,000 (the portion from £250,001  
to £925,000): 5%

•  Next £575,000 (the portion from £925,001  
to £1,500,000): 10%

•  The remaining amount (the portion above 
£1.5 million): 12%

If you are considering purchasing a Buy to Let 
property, clearly the window of opportunity is 
available between now and April 2016, to avoid the 
additional Stamp Duty charge.

Annual Tax on Enveloped Dwellings 
(ATED) and 15% rate of Stamp Duty Land 
Tax (SDLT)

The Government will extend the reliefs available 
from ATED and the 15% higher rate of SDLT to 
Equity Release schemes (Home Reversion plans), 
property development activities and properties 
occupied by Employees from 1st April 2016.

The higher rates will not apply to companies or 
funds making significant investments in residential 
property.   The Government will issue a consultation 
on the policy detail.

Inheritance Tax 
Following a consultation document earlier this year, 

the Government have confirmed that they won’t 
be making any changes to rules around Deeds 

of Variation.

Tax administration - Making tax digital, 
but will they answer the phone?
The Government will invest £1.3 billion to transform 
HMRC into one of the most digitally advanced tax 
administrations in the world. Most businesses, Self-
Employed people and Landlords will be required 
to keep track of their tax affairs digitally and 
update HMRC at least quarterly via their digital tax 
account, reducing errors through record keeping. 
HMRC will ensure the availability of free apps and 
software that link securely to HMRC systems and 
provide support to those who need help using 
digital technology. This will not apply to individuals 
in employment, or Pensioners, unless they have 
secondary incomes of more than £10,000 per year. 
The Government will publish its plans to transform 
the tax system shortly and will consult on the 
details in 2016.

Don’t forget!
More detail should appear soon on a number of 
measures that were announced by the Chancellor in 
the Summer Budget i.e.

•  Dividend Tax Credit will be abolished and 
replaced by a new Dividend Tax Allowance of 
£5,000.

•  The ability for savers to withdraw and replace 
money from a Cash or Stocks & Shares ISA 
without it counting towards the annual ISA 
subscription.

Help to Buy
Help to Buy Shared Ownership - current restrictions 
on who can buy a home through shared ownership 
will be removed from April 2016. Shared ownership 
allows people to buy a share of a home – rather 
than the whole house – and then allows them to buy 
a greater share over time if they can afford to. They 
pay rent on the remainder of the property. Currently, 
these are allocated in several different ways 
including criteria set by Local Councils, for example 
whether potential buyers work in the local area or 
if they are already in Council housing. Help to Buy 
Shared Ownership will lift the limits so that anyone 
who has a household income of less than £80,000 
outside London, and £90,000 inside London, 

Selling off prisons, a Buy-to-Let bashing - and something for the 
Tax avoidance crowd - The Autumn Statement!…continued
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can buy a home through shared ownership. Only 
military personnel will be given priority over other 
groups. The scheme will apply across England. 
People can buy a share between 25% and 75% of a 
home. The rent on the rest of the property won’t be 
more than 3% of the amount left.

London Help to Buy - If you live in London the 
Government will lend you 40% of the price of your 
home from 2016. Help to Buy Loans are already 
open to both First-Time buyers and home movers on 
new build homes in England with a purchase price 
up to £600,000. Currently, if you’re able to pay at 
least 5% of the value of your home as a deposit, the 
Government will lend you up to 20% of the rest of 
the value of the property, alongside your mortgage 
of up to 75%. Equity Loan will be now available until 
2021. And, to reflect the current property market 
in London, from early 2016 the Government will 
increase the upper limit for the equity loan it gives 
new buyers within Greater London from 20% to 

40%. More information on how to use London Help 
to Buy will be available in early 2016 on the Help to 
Buy website: http://www.helptobuy.gov.uk/

First-Time buyers will be able to get a 20% discount 
on 200,000 new Starter Homes - Starter Homes 
are new build homes 
available at 20% off the 
market price. They are 
only open to first-time 
buyers under 40. People 
can register to find out 
about Starter Homes in 
their area. £2.3 billion 
will be spent on building 
200,000 Starter Homes over the next five years.  
This money will be given to house builders to 
provide a 20% discount on new homes. House 
builders can now apply to make their developments 
Starter Homes.

First-time buyers will 
be able to get a 20% 
discount on 200,000 
new Starter Homes

Gift Aid celebrates  
its 25th birthday

Gift Aid has just passed its 25th birthday. The scheme, 
through which 25p of tax relief can be claimed by a 
charity on every pound donated, was introduced in the Finance 
Act 1990 and saw £10 million claimed in its first year. Since then millions of 
gift-aiders and thousands of charities have benefitted. Last year alone Gift Aid was worth 
nearly £1.2 billion to the UK charity sector. 

The Government has developed a new, simpler, Gift Aid form which will be introduced in April 2016, 
to make it easier for eligible donors to sign up to Gift Aid their donations. An individual must have 
paid enough tax to cover the Gift Aid claimed on their donation. They can then complete a Gift Aid 
declaration form alongside the donation. 

Remember that Gift Aid donations reduce adjusted net income for personal allowance/child benefit 
charge purposes and also increase the donor’s basic rate tax band. 

Selling off prisons, a Buy-to-Let bashing - and something for the 
Tax avoidance crowd - The Autumn Statement!…continued

For more information call us on 01536 512724



www.ownyourhome.gov.uk
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Pension Freedoms and the effect on means testing for 
Social Security benefits and long term care funding 

The Deprivation Rule - If a claimant spends, transfers 
or gives away any money withdrawn from a Pension 
the DWP will consider whether the claimant has 
deliberately deprived themselves of that money in 
order to secure (or increase) a benefit entitlement. 
If the DWP decide that the claimant has deliberately 
deprived themselves, they will be treated as still 
having that money and it will be taken into account 
as income or capital when calculating benefit 
entitlement. 

Long Term Care Funding  
(income/capital assessments) 

Since April when the Pension Freedoms came in, 
people have much greater flexibility in terms of how 
they can access their Defined Contribution Pensions, 
including withdrawing their full Pension pot. The 
current rules for how to assess Pension income for 
the purposes of charging are: 

•  If a person has removed the funds and placed 
them in another product or savings account, they 
are treated according to the rules for that product; 

•  If a person is only drawing a minimal income, then 
a Local Authority can apply notional income, which 
means basing the assessment on the maximum 
income that could be drawn under an  Annuity 
product. If applying maximum notional income, 
the actual income being taken is disregarded to 
avoid double counting; 

•  If a person is drawing down an income that is 
higher than the maximum available under an 
Annuity product, the actual income that is being 
drawn down is taken into account. 

Only the income/capital of the person needing care 
is taken into account. Jointly owned capital and 
income are treated as being owned 50/50, unless it 
can be shown otherwise. 

Where a person is in a care home and paying 
half of the value of their Occupational 
Pension, Personal Pension or Retirement 
Annuity to their spouse or civil partner 
the Local Authority must disregard 50% 
of its value. 

A new Government website,  
www.ownyourhome.gov.uk brings 
details of the various home ownership 
schemes together including, Right to 
Buy, Help to Buy and the Help to Buy: ISA 
available from 1st December.

According to the British Social Attitudes 
Survey, 86% of people have the ambition to 
own their own home, and the Government aims 
to support them with a target of helping one 
million people into home ownership through 
Government backed initiatives by 2020. 

Visitors to the Government’s new website are able 
to quickly find the schemes that could help them 
by answering a few simple questions.

Government website launched  
for people wanting to buy a house



Topping up State Pension – Class 3A National Insurance
The facility to pay Class 3A National Insurance Contributions will run to 1st April 2017 with State 
Pension being increased by up to £25 per week. The scheme is available to those reaching State 
Pension Age before 6th April 2016 including current Pensioners (specifically men born before 6th 
April 1951 and women born before 6th April 1953) who will be entitled to the basic State Pension or 
additional State Pension.

The additional State Pension top up has been set at an actuarially fair rate that ensures that both 
individual contributors and the taxpayer get a fair deal. The rates are the same for males and females. 
As an example, the contribution needed for an extra 
£1 pension per week for a person aged 65 is £890 
(i.e. an extra £260 per annum pension would cost 
£4,450). For a 70 year old the rate reduces to £779 
and at age 75 the rate is £674. Remember that the 
Pension will increase in line with  Consumer Price 
Index (CPI) and includes a minimum 50% spouse’s/
civil partner’s Pension inheritable on death.

There is a Government calculator available which 
shows the contribution needed to increase State 
Pension by a given weekly amount (between £1 and 
£25) depending on your date of birth and the date 
the contribution will be made (between 12th October 
2015 and 1st April 2017) – this can be accessed at 
www.gov.uk/state-pension-topup

It is worth bearing in mind that whilst the scheme 
offers Pensioners another option for putting their 
savings to work, which will be particularly welcome 
given today’s low interest rates on cash held in the bank, the new top-ups have many of the  
“same flaws” as an Annuity. i.e. you lose access to the capital, while there is no guarantee  
you will live long enough to make it a good deal. An alternative is putting the money into an  
ISA and still have full access to the money, whilst any income is tax-free. 

If we can be of any further help in this area, please do not hesitate to contact us.
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Should you buy an extra £25  
a week in State Pension?

An alternative is putting the money 
into an ISA and still have full access  
to the money, whilst any income is  
tax-free.
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Investing for Children/Grandchildren 
Many parents and grandparents would like to place 
money aside for their children or grandchildren to 
assist with such expenses as private education, 
higher education, wedding costs and property 
purchase. This is an area we recieve more and more 
enquiries about. Generally speaking, a minor or 
child cannot make an investment in his/her own 
name so the investment will usually be made by an 
adult – as a Donor, Nominee or Trustee. 

Here are a few simple options that work:

Child Trust Fund (CTF) 

Although it is no longer possible for new 
Child Trust Funds (CTF) to be set up, it is still 
possible for payments to be made to existing 
CTF accounts. The maximum annual amount 
is £4,080 in 2015/16 and 2016/17. Accounts 
continue to benefit from tax-free growth. It is 
now possible to transfer from a CTF to a Junior 
ISA (since 6th April 2015) which has opened up 
product choice. 

Junior ISA (JISA)  

The Junior ISA is available to children under 
18 who do not have a CTF account. The annual 
maximum subscription is the same as the CTF 
(£4,080 in 2015/16 and 2016/17) and funds 
grow in a tax-free environment. The investment 
can be made into a cash account and/or a 
Stocks & Shares account (the child can hold 
one of each type). At age 18 the Junior ISA 
becomes an ordinary ISA. 

ISA

Apart from cash ISAs which are available to 
those aged 16 or 17, ISAs are only available to 
individuals aged 18 or over. Of course, an adult 
relative could take out an ISA with a view to 
using the proceeds for the child’s benefit at a 
later date. 

Pensions 

Setting up and paying into a Pension for the 
child.  Access to funds will not be until the child 
reaches age 55 (expected to rise to age 57 from 
2028 and then in line with increases to State 
Pension Age (SPA) so as to remain 10 years 
below SPA). Unless the child has relevant UK 
earnings of their own, tax-relievable Pension 
contributions would be restricted to £3,600 
gross per annum. Tax relief is based on the 
child’s tax position, therefore paid net of basic 
rate tax (£2,880 net). 

 
Bank Accounts 

Special rules apply here and a child aged 7 
or over may usually open a bank account - 
although if large sums of money are given 
to a child which are intended for longer term 
investment, these should not be simply 
deposited in a child’s bank account. For 
children younger than 7 (and often for those 
over age 7), accounts would usually be opened 
either as designated accounts or Trustee 
accounts. 

National Savings & Investments  
Children’s Bond 

The Bond is issued for 
a particular child but 
controlled by a nominated 
parent or guardian until 
at the latest the first 5 
year anniversary after 
the child’s 16th birthday 
(each issue is written for 
5 years). Minimum £25, 
maximum £3,000 in each 
issue of the Bond. Interest 
is fixed for 5 years and 
is tax free (a bonus is no 
longer paid at the end 
of the term – hence the change of name from 
Children’s Bonus Bond). Each new issue will 
have its own interest rate. Can be cashed in 
early subject to 90 days’ interest penalty. Only 
parents (or legal guardians), grandparents or 
great grandparents can invest. 

Friendly Society Tax-free Savings plans 

Up to £25 per month (or £270 per year) can be 
paid to a Friendly Society plan on behalf of a 
child. A plan may be taken out by an adult in 
their own name, in which case it may be made 
subject to a Trust for a child. Or a plan can be 
taken out in the child’s name so that the child 
is the legal owner of the policy although the 
parent/guardian will sign documents on the 
child’s behalf, until they reach age 16. 

If  we can be of any further help in this area, 
please do not hesitate to contact us. 
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Commercial Property & VAT -  
when does VAT apply?
A few options to find out if a commercial property is 
VATable

a) Ask the vendor of the property

b)  If the company or member already owns 
the property – did they pay VAT when they 
bought the property originally?

c)  If there is a lease in place – is VAT charged 
on the rent?

d)  Ask your Solicitor/Accountant to check 
with HMRC

Otherwise, it’s a question of choice and your 
own VAT position as to whether to opt to tax the 
property.

What effect does this have on a commercial 
property purchase within a Pension?

1.  Liquidity - The Pension must raise enough liquid 
cash to buy the property including VAT and any 
Stamp Duty or equivalent taxes.

2.  Reclaim - The Pension can be registered for VAT 
so the VAT can be reclaimed, but it must have 
the funds available at purchase to pay for the 
property including the VAT. 

3.  Transfer of Going Concern (TOGC)- this is when 
no VAT is paid or reclaimed on the purchase and 
sale of VATable properties. There are a number 
of conditions and requirements that must be 
met, the core one being that the property already 
has tenants who will remain in the 
property.  

4.  Stamp Duty and VAT- Stamp 
Duty (Land & Buildings Tax in 
Scotland) is calculated on 
the property price plus 
VAT, thus potentially 
increasing the 
Stamp Duty fee. 

 

Civil partner cannot claim  
on partner’s historical pension!
A surviving civil partner cannot claim death 
benefits from a Pension fund that was built up 
before civil partnerships existed, as ruled by 
the England & Wales Court of Appeal. The case 
was brought by John Walker, who has been 
drawing a Pension from his former Employer’s 
scheme since he retired in 2003. He entered 
into a civil partnership in 2006, just after the 
relevant legislation was enacted. He now wants 
his partner to be able to receive the same death 
benefits that a surviving wife would have been 
entitled to claim – that is, two-thirds of Walker’s 
own pension.

Walker lost his case in a controversial 
employment tribunal judgment last year. 
The tribunal stated that his civil partner was 
only entitled to death benefits accrued after 

December 2005 (the date that same-sex civil 
partnerships became legal).

Pension Scheme Trustees are now faced with a 
dilemma. Although many schemes have decided 
to treat civil partnerships in the same way as 
opposite sex marriages, this has significant 
cost implications and the Scheme Trustees 
must balance equality considerations against 
the effect on the scheme’s funding, the benefits 
available to other scheme members, and the 
question of how to deal with members who have 
paid additional contributions to purchase extra 
survivors’ benefits.

More details are available at: http://www.step.
org/news/same-sex-survivor-cannot-claim-
partners-historical-pension

How can we help?
If you have questions on commercial 
property purchase either within a Pension 
or not, please do not hesitate to contact us.  
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Planning for future care needs -  
The key to peace of mind in later life

We often find when we review our client’s financial 
plans as they approach semi/full retirement, they 
are generally comfortable with the Investment/
Pension income they are initially likely to receive.   
However some want to plan ahead for future care 
costs which are likely to increase. A simple Whole of 
Life plan with a Later-life Flexible option can provide 
valuable peace of mind for individuals/couples.

How the Later-life Flexible option works

After age 70, you can claim a tax-free lump sum, 
if sadly you have been assessed by a medical 
specialist as suffering an illness, accident or 
infirmity, which leaves you unable to perform three 
of  the  following six everyday activities:

• Moving around your home

• Using the bathroom unaided

• Getting in and out of bed

• Washing

• Dressing

• Eating and drinking prepared meals and drinks.  

You will also be able to claim 
under the Later-life Flexible 
option if you experience a 
permanent reduction in mental 
capacity as assessed by a 
medical specialist, meaning 
you need supervision and the 
assistance of another person.

When you choose the Later-life 
Flexible option, you’ll also have 
access to an independent care 
advice service. Although there 
is a charge for this service it 
can give you access to detailed 
advice on sourcing, planning and 
managing your support and care 
needs through independent care 
and professionals when you need 
it most. Your personal situation, needs and concerns 
will be listened to. All options will then be explained 
ranging from care services to residential homes and 
you will be provided with a short list, from which you 
can choose the right route for you.

The Later–life Flexible option – Either pays towards 
care, or provides a lump sum on death, enabling 
cover for both outcomes at no extra cost and 
provides:

•  Safety net, if required

•  Peace of mind, knowing you’re protected

•  May help avoid selling your home

•  Helps maintain independence

•  Provides time to make important decisions

•  Enables choice

•  Helps avoid being a burden on loved ones

•  Easy to understand

If you require any further details,  
please do not hesitate to contact us. 



We hope you find this a useful and informative 
read. With our constant strive for excellence in 
customer service we always appreciate to hear 
your feedback, whether good or bad.

6 Market Place

Kettering

Northants 

NN16 0AL

T: 01536 512724  

F: 01536 312232  

E: enquiries@atawny.co.uk

W: www.atawny.co.uk

If you would like more information on any of the following areas, please tick the relevant section, fill in your  
details and send this back to us at:

Aaron Tawny Ltd. 6 Market Place, Kettering, Northants, NN16 0AL

 Pensions Auto Enrolment  Mortgages/Commercial Loans    
  
 Investments for children and grandchildren  Commercial property to purchase via a Pension

Name:                                 Address:

Telephone:                                Email:

To detach please cut along dotted line

 

Aaron Tawny Mortgages Ltd is Authorised and Regulated by the Financial Conduct Authority. 
The Financial Conduct Authority does not regulate: Some forms of Buy to Lets, Commercial Loans  
and some Estate Planning.

!

Keeping it lite!

During a recent password audit by a company it was found that an  
employee was using the following password:

MickeyMinnePlutoHueyLouieDeweyDonaldGoofyLONDON 

When asked why she had such a long password, she rolled her  
eyes and said, 

“Hello! It has to be at least 8 characters and include at least one capital!”

If you would like to 
receive the newsletter via 
email, please email us at: 
enquiries@atawny.co.uk


