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Whilst we have had no Spring Budget this year, 
it doesn’t mean that there aren’t things we need 
to consider as we head towards and then past the 
tax year end. 
Tax allowances are the levels set by the Government 
to adjust how much we can spend, save or give away 
before we invoke a tax bill. Whilst the Government 
remains committed to not reducing direct tax levels, 
they are clearly finding other ways to amend the tax 
take. With the end of the tax year nearly upon us, we 
thought it was a good idea just to remind you of those 
allowances that will be changing and some that you 
will lose if you haven’t already taken some action.

Key allowances that are changing

Residence Nil Rate Band increases from 
£100,000 to £125,000 

This is the new allowance, launched in April 2017, 
which aims to take some or all of your home outside 
the inheritance tax threshold. By 2021, the allowance 
should be at £175,000 and added to the Nil Rate Band 
of £325,000, should give a married couple a notional 
inheritance tax allowance of £1,000,000 (£500,000 
each). This current in allowance is part of that tapering 
process. As is so often the way with these things, there 
are a number of caveats, so careful planning is required 
to benefit fully from this.

Pension Lifetime Allowance (LTA) 
increases from £1,000,000 to £1,030,000 

The Pension Lifetime Allowance is the maximum level 
that people can withdraw from their pension in total 
without paying a charge. For the first time since 2010, 
the allowance has increased, due to indexation being 
added to the calculation when it was last reduced 
two years ago. A 3% inflation rate means that there is 
now an increased Lifetime Allowance level. For those 
affected by the LTA, this is good news. 

Dividend Allowance reduces from £5,000 
to £2,000 

This will affect directors of limited companies 
and those who hold significant investments 
outside an ISA or Pension wrapper. Directors 
will need advice around their current and future 
remuneration strategy. They should be asking 
whether a combination of dividends, salary and 
employer contributions into their pension would 
be more suitable. Once again, planning is clearly an 
important aspect. Those investors who are affected 
by this have even more reason to take advantage of 
their ISA allowance.

Allowances that will be lost
We have looked at the allowances that are changing, 
but what about some of those that we are losing. As 
we head to the end of the tax year, here are a few 
things to consider before 5 April 2018.

Your 2017/18 ISA Allowance 

The ISA allowance was increased to £20,000 at 
the start of this tax year and will remain at that 
level through tax year 2018/2019. However, unlike 
Pensions, there is no ability to carry forward any 
previous allowance once the tax year has finished. 
Therefore, if you haven’t taken advantage of your ISA 
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allowance in 2017/2018, then the time left in which 
to do so is now very limited. 

Your 2014/15 Pension Annual Allowance 

Unlike ISAs, you are allowed to carry forward 
Pension Annual Allowance from the three previous 
years. You can only do this if you have already used 
up the annual allowance in the tax year that you are 
in. However, once Tax Year 2018/19 is upon us, the 
2014/15 allowance will be lost forever.

Your Inheritance Tax Annual Gift 

Allowance 

You can give away £3,000 worth of gifts each tax 
year without them being added to the value of your 

estate. This is known as your ‘annual exemption’. 
You can also carry any unused annual exemption 
forward. Therefore, if you didn’t utilise your annual 
exemption last tax year, you only have another few 
weeks to take advantage of this.

Summary

These allowances can form an important part of your 
overall financial situation, but, as always, care must 
be taken when utilising them and, in all instances, 
it is crucial that we plan carefully before we take 
advantage of these key allowances. 

If you would like to discuss your own situation, 
please do not hesitate to get in touch.


