
 

 

 

 

 

 

 

No one wants to pay more tax than they need to, 

especially when it’s from your hard earned savings. 

HMRC collected around £575bn in taxes in the 

2016/17 tax year according to their annual report. 

This includes tax deducted from pension income, 

interest from cash savings and personal 

investment income. Taking advantage of all 

available allowances and understanding how tax 

works, is key to keeping your tax bill to a 
minimum. 

TAKE YOUR TAX-FREE CASH ENTITLEMENT  

 

Most pensions allow you to take up to 25% of your 

pension tax free from age 55 (57 from 2028). You 

can choose to receive this in one lump sum or in 

stages. Thanks to the recent pension reforms it’s 

now possible to take just your tax-free cash and 

postpone taking further income until a later date. 

This could be particularly useful if you decide to 

reduce your working hours rather than give up 

work completely. Tax-free cash could be used to 

subsidise the difference in income.  

 

PENSION WITHDRAWALS – MAYBE!  

 

The new rules introduced in 2015 allow you to 

withdraw as much income as you like from your 

pension and to vary the amount that you take. 

However, be aware the way the tax system works 

means you could pay up to 45% tax on your initial 

withdrawals. Understanding the rules and 

spreading your withdrawals over a number of tax 

years could save you a substantial amount of 

money.  

 

ISAS SHELTER YOUR CASH FROM INCOME 

 

 All interest which you receive from cash savings 

over and above your personal savings allowance is 

taxable. Likewise, income gained from equity 

based investments is subject to dividend tax if 

over £5,000 (set to fall to £2,000 from April 2018). 

However, within an ISA you pay no UK tax on 

income or capital gains. Investing to the allowable 

limit in an ISA each tax year could allow you to 

build up a sizeable tax free investment. There is no 

upper age limit to be eligible for a Cash ISA or 

Stocks & Shares ISA, and you can make tax-free 

withdrawals whenever you need to. The amount 

you can invest in the 2017/18 tax year is £20,000. 

Unlike cash, investments will fall as well as rise in 

value so you could get back less than you invest.  
 

 

MAKING YOUR RELATIONSHIP TAX 

EFFICIENT 

 

 If you are married or in a civil partnership, you 

should be able to save tax by using up any 

surplus of each other’s allowances and tax bands. 

This could involve transferring investments 

between you, often to the spouse or partner who 
pays less tax.  

TAX PLANNING ON DEATH  

 

Inheritance tax is the tax owed on your total 

assets and estate; this includes the total value of 

your property, savings, investments and 

possessions, after you die. The current threshold 

for inheritance tax is £325,000, meaning any 

portion of your estate in excess of this could be 

taxed at 40%. An additional threshold of 

£100,000 (2017/18 tax year) may be available if 

you own your home. The best way to reduce 

inheritance tax payable is to reduce the value of 

your estate. This could include making gifts or 

contributing to a pension, where payments after 

death are normally free of income tax and 

inheritance tax. Inheritance tax planning is 

complex. It is one of the main reasons investors 

go to professional financial advisers for personal 

advice.  

 

How can we help? 

  

Contact our dedicated tax department  

for more information.  

 

Ainsley Gill 

McPhersons Chartered Accountants 

info@mcphersons.co.uk 
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