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If you give money or investments to your unmarried minor child, then the tax rules can catch you out. 
The law says that if the total income generated from all such gifts exceeds £100 in a tax year, then 
that income is taxed as that of the parent. The rule operates on a per parent, per child basis, but it 
can still be difficult to avoid crossing the £100 threshold.

Several ways of sidestepping the problem have been developed over the years and the government 
has provided a partial solution by introducing the Junior ISA. Now two new tax allowances, which 
came into effect at the start of this tax year, have changed the picture somewhat:

  The personal savings allowance means that if you are a basic rate taxpayer you can receive 
up to £1,000 per tax year of interest free of tax. If you pay tax at 40%, the allowance is 
£500, but there is no allowance if you are a 45% taxpayer.

 
  The dividend allowance gives you up to £5,000 of dividends free of personal tax per tax 

year, regardless of your tax rate. 

Both allowances could be useful if a gift to a child would lead to the £100 threshold being breached. 
Unless the relevant allowance is exceeded based on the total of your and your child’s income, there 
will be no income tax to pay. However, direct investment in the name of a child is not always an ideal 
solution as it gives the child access to the funds when they reach the age of majority, and there may 
be inheritance tax consequences. You should therefore always seek advice before making gifts to 
your children.

The value of tax reliefs depends on your individual circumstances. Tax laws can change. The Financial 
Conduct Authority does not regulate tax advice. The value of your investment can go down as well 
as up and you may not get back the full amount you invested. Past performance is not a reliable 
indicator of future performance. Investing in shares should be regarded as a long-term investment 
and should fit in with your overall attitude to risk and financial circumstances.

Don’t fall into the gifting  
tax traps 

New tax rules introduced in April have changed your options when 
investing for children.

But that does not mean you or your family 
could comfortably rely on State support during 
tough times. For most of you, these benefits are 
inadequate to maintain the standard of living 
that you would need to maintain.

If you can’t work because you are sick or 
disabled, you may be able to claim Statutory 
Sick Pay (SSP) at a fixed rate of £88.45 a week 
for the first 28 weeks if you are employed. 
Otherwise, you should claim Employment and 
Support Allowance (ESA).

If you become unemployed when you are 25 or 
over but have not reached your State pension 
age you will receive a maximum of £73.10 
a week Jobseekers Allowance while you are 
actively looking for work. The rules are different 
in Northern Ireland.

The full new State pension is £155.65 per 
week. Your National Insurance record is used to 
calculate your entitlement, and you will usually 
need 10 qualifying years to get any new State 
pension and normally 35 years to claim the full 
amount.

You might be able to claim Bereavement 
Allowance of up to £112.55 a week for up to 
52 weeks if you are widowed between 45 and 
state pension age.

The so-called ‘safety net’ is lower thant you 
might think it is. Get in touch with us to discuss 
a range of plans that could help bolster your 
financial defences.

The value of tax reliefs depends on your 
individual circumstances. Tax laws can change. 
The Financial Conduct Authority does not 
regulate tax advice. 

Stay covered 
for the rainy 
days
After the recent U-turn on the 
Personal Independence Payment 
(PIP), the government has said 
there will be no more benefit 
cuts beyond those already 
planned. 
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The Department for Work and Pensions should 
write to you at least four months before your 
SPA telling you what to do.

If you do not receive the letter, there is a claims 
phone line you can call. However, if like many 
people you do not know your SPA – and it will 
not necessarily be on a birthday – and the letter 
fails to arrive, you may not realise what has 
happened… Best check it now.

In the words of The Pensions Regulator, the club 
“repeatedly failed to comply with its automatic 
enrolment duties,” and was ultimately fined 
£22,900. 

If your business is yet to start auto-enrolment, 
you need to begin preparation early to avoid 
incurring penalties.

Occupational pension schemes are regulated 
by The Pensions Regulator. The value of your 
investment can go down as well as up and you 
may not get back the full amount you invested. 
Past performance is not a reliable indicator of 
future performance. 

When Gordon Brown was Chancellor, he called inheritance 
tax (IHT) a ‘voluntary tax’ because he said there were many 
ways to avoid it. But not everyone has taken this message on 
board. The details of the estate of a well-known and recently 
deceased entertainment figure were lately published. In the 
will £15 million was to be divided between three children - 
£3 million each – but the Exchequer would receive nearly £6 
million.

The Office for Budget Responsibility released figures  in 2014 
which estimated that one in ten deaths would be subject to 
IHT in the 2018/19 tax year. Although this is expected to reduce as a result of the new main residence 
nil-rate band, the Exchequer is still expected to receive receipts of around £5.6 billion a year by 
2020/21. 

Make sure you start your tax planning in good time and make an appointment with us. You’ll need 
an up-to-date will and perhaps give away some assets to your heirs now. Your adviser will also look 
at using trusts. ISAs form part of your estate on death, but they can be converted into AIM ISAs 
which fall outside of your estate after you’ve held them for two years. There are schemes which 
make use of business property relief and life assurance placed in trust is essential where you are not 
in a position to give much away.

The value of tax reliefs depends on your individual circumstances. Tax laws can change. The Financial 
Conduct Authority does not regulate estate planning or tax advice. The value of your investment can 
go down as well as up and you may not get back the full amount you invested. Past performance is 
not a reliable indicator of future performance.

Can you really avoid inheritance tax?
Inheritance tax (IHT) was once famously described as “a voluntary 
levy paid by those who distrust their heirs more than they dislike 
the Inland Revenue” by Roy Jenkins, a former Chancellor of the 
Exchequer.   

Do you know your 
state pension age?

Pensions Regulator 
22,900 : Swindon 
Town 0

The new single-tier State 
pension, which started life 
on 6 April 2016, is not paid 
automatically when you reach 
your State pension age (SPA); 
you have to claim it. 

The potential costs to a business 
of not complying with the rules 
for automatic enrolment were 
recently highlighted in press 
reports about Swindon Town 
football club. 

“Lower for longer” is now a commonly used phrase when economists and bankers discuss the future 
of interest rates. Shortly after Easter, National Savings & Investments (NS&I) joined the rate cutters, 
saying “…downwards movements in interest rates across the cash savings market mean that our 
rates have risen in the competitor tables.”   

If you are prepared to forgo capital security, there are plenty of investment options capable of 
providing a higher income return than deposits. For example, UK equity income funds typically yield 
around 4% and offer potential for long term growth in income. The reforms to dividend taxation 
which took effect at the start of this tax year mean your first £5,000 of dividends attracts no 
personal tax, regardless of your marginal tax rate

Do make sure you take advice before investing: simply picking the funds with the highest initial 
income can be a fatal mistake. 

The value of your investment can go down as well as up and you may not get back the full amount 
you invested. Past performance is not a reliable indicator of future performance. Investing in shares 
should be regarded as a long-term investment and should fit in with your overall attitude to risk and 
financial circumstances. The value of tax reliefs depends on your individual circumstances. Tax laws 
can change. The Financial Conduct Authority does not regulate tax advice.

How much lower for longer…?
March 2016 marked the seventh anniversary of a 0.5% Bank of 
England base rate, but other interest rates are still falling.


