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The first Conservative Budget for 18 years was delivered on Wednesday 
8th July 2015. The Chancellor promised that he would be bold, but for  
individuals whose income consists of more than a very modest amount of 
dividend income, the Budget may have left them feeling bowled over.  

The Summer Budget 2015 

Despite the much publicised Tax Lock promise that the rates of Income Tax, National Insurance and VAT would not 
rise, George Osborne announced a wholesale reform of the taxation of dividend income to take effect from 6th April 
2016. Under the guise of simplification, it appears that the new rules are designed to attack the profit extraction  
strategy of directors/shareholders of small and medium sized businesses, but the change of rules will impact on 
many private investors too. Beyond a new tax free dividend allowance of £5,000, the tax rate on dividends will  
effectively increase by 7.5%. 

 
The new rules will not just affect SME directors/shareholders who can control the level of profit extraction from their  
companies. Take the example of a pensioner with a pension of around £11,000 and net dividend income of £9,000. 
                                                         
 
 
 
 
 
 
 
 
 
 
In essence, most taxpayers whose income comprises more than £5,000 of dividend income will see an increase in their 
income tax liability. Is this effectively a return of the ‘investment income surcharge’ last seen in the 1980s? One  
unintended consequence for Scottish taxpayers could be to extract profits as salary rather than dividends thereby having 
more income liable to the Scottish Rate of Income Tax. 

Unintended consequences? 

 

Tax Year 2015/16 
£10,600    
£10,000 (£9,000 net)    
(10,600)  
 
£10,000 (All Dividends) 
£1,000   (@10%) 
(1,000) 
No tax due & no tax return required                                                                            

Tax Year 2016/17 
£11,000 
£9,000 
(11,000) 
(5,000) 
£4,000 (All Dividends) 
£300    (@7.5%)  
 
Modest amount of tax - more  
Self Assessment tax returns  

 
Pension                                                 
Gross Dividends                           
Personal Allowance                             
Dividend Allowance                                                                                  
Taxable Income                        
Tax Due                                            
Notional Tax Credit                           

 
Currently, there is a non-refundable notional tax credit of 10% attached to dividend income, i.e. a net dividend of £900 is 
deemed to be gross income of £1,000 with a £100 tax credit.  
 

From 6th April 2016, the tax credit is to be abolished. There will be a tax free allowance that will cover up to £5,000 of  
dividend income. 
 

                                                                  
                                 
 

Current rates versus future rates 

New Rate 
7.5% 
32.5% 
38.1% 

Rate 
Basic Rate   
Higher Rate  
Additional Rate                                             

Gross Dividend Rate 
10%  
32.5%                
37.5%                            

Effective Rate Applied to Net Dividend    
0%   
25% (i.e. £1,000 @ (32.5-10)% = tax £225)    
30.6%                                                                                                                                                                                                              

Read more, including information about the 50% tax rate, at www.chiene.co.uk 



Scottish Taxes - Where Are We? 

2. Funding commitments  
The above reduction in assets may not be an issue if your 
company has no external funding commitments.  However, 
if your company has overdraft or loan facilities in place and 
those are secured over the assets of your company, a  
reduction in value may impact on any loan to value  
covenants in place. 
 
3. External debt 
If your company has external debt, will the bank or lender 
accept accounts prepared under the micro-entities regime?  
The information provided in a set of micro-entity accounts 
is significantly reduced. 

 

BUSINESS + INNOVATION 

Scottish Taxes Update 

Top 3 things to consider before switching to the micro-entities regime 

Whether we see the introduction of the SRIT or jump 
straight to Scottish Income Tax (with variable rates and 
bands), as proposed by the Smith Commission, remains to 
be seen. 

 
 
One of the most important factors will be determining 
whether taxpayers are liable to pay the SRIT. This will not 
always be entirely obvious – for example, you could work 
full time south of the border but have your family home 
north of the border. It is likely that HM Revenue & Customs 
will consider you a Scottish taxpayer and therefore liable to 
pay the SRIT.  

 

Stamp Duty Land Tax on property transactions has been 
fully devolved since 1st April 2015. The new progressive 
rates of Land and Buildings Transaction Tax have been 
widely publicised and anyone involved in purchasing a  
high-end property will know that the tax payable is higher 
than the rest of the UK. Similarly, Landfill Tax has been 
fully devolved to Revenue Scotland. Other taxes, most  
notably Income Tax, remain works in progress. The extent 
to which income tax is to be devolved has become a  
political “hot potato” in light of the Smith Commission report 
and its recommendation to devolve more fiscal powers. 

 
 

The 2015 Scotland Bill is making its way through the  
Westminster Parliament and once this Bill is enacted, it will 
give the Scottish Government more powers over setting 
Income Tax rates in Scotland. This will become “Scottish 
Income Tax” which, broadly, will be assessed on earnings, 
pensions and rental profits of people living in Scotland. 
Currently, the “Scottish Rate of Income Tax” (SRIT) is to be  
introduced in April 2016 when the Scottish Government will 
deduct 10% from each of the income tax bands and add 
back the SRIT. If this is set at say, 12%, then the basic rate 
of income tax in Scotland in 2016/17 would be 22% and 
this too will be applied to earnings, pensions and rental 
profits.  

PRIVATE CLIENTS 

Are you ready for the switch?  
The micro-entities regime will allow small companies to file 
accounts following the requirements set out in FRS 105 
(Financial Reporting Standard 105) instead of using FRS 
102. It avoids the more complicated recognition and  
measurement requirements of FRS 102. There is much 
less disclosure, especially regarding related parties, no 
deferred tax and you only need to send your balance sheet 
to Companies House. 
 

It is broadly agreed that the application of the micro-entities 

regime will be a positive thing for small companies who are 

eligible* and decide to apply it.  

 
3 points to consider before switching 
 1. Investment properties or assets held at valuation 
Under current UK accounting standards, you have the  
option to carry assets at cost or valuation. Under FRS 105, 
assets can only be held at cost, less depreciation and  
impairments.  All revaluation reserves must be reversed 
and the accounts for the prior year restated. Note that any 
reduction in the value of assets to the original cost should 
be considered when reviewing the size thresholds for  
applying the regime. 
 

 

￭ Your C+T Contact - Hazel Gough, Director of Personal + Business Tax - hazel.gough@chiene.co.uk  

Micro-Entities: Ready, set, switch  

Accrued powers over income tax 

Which taxpayers are liable for SRIT?  

*Is your company eligible to apply  

the micro-entities regime? 

Your company needs to meet at least  

2 out of 3 of the following conditions for 2 years: 

Turnover < £632K 

Gross assets < £316K 

No more than 10 employees  

￭More about the micro entities regime, including disclosure requirements and example accounts on our website 

We will be keeping  

you up to date as  

the rules unfold.  

More information at 

www.chiene.co.uk 



possible tax when withdrawing funds. 25% of the amount  
withdrawn is tax free with the balance subject to income 
tax in the year of withdrawal. With some simple tax  
planning ahead of withdrawal, you could minimise the level 
of tax paid. 
 
On Death 
The new ISA inheritability rules allows surviving spouses to 
benefit from an increased ISA allowance but offers no  
protection from potential Inheritance Tax. 
 
Pensions however are typically free of Inheritance Tax and 
restrictions have been lifted regarding who can inherit  
pension funds, allowing wealth to pass down the  
generation. Benefits are now tax free where death is before 
75 or subject to the recipient’s income tax rate where death 
is after 75. 

 

 

Saving for Retirement - Pensions vs. ISAs 

FINANCIAL PLANNING  

Whilst ISA savings can be accessed at any time, pension  
savings can only be accessed after age 55. Both types of 
savings benefit from no additional tax due on investment 
growth and income although the tax breaks are very  
different when payments are made and when funds are 
withdrawn. 
 
In Practice  
If we assume a 4% return on both investments and  
compare a husband and wife both investing £15,000 into 
an ISA or pension, the time taken for the fund to increase 
to £60,000 is demonstrated below. In the vast majority of 
situations, a pension provides a more attractive after tax 
return. 
 
The tax breaks given to individuals when paying into  

pensions boosts savings potential, with the trade-off being  

￭ Your C+T Financial Planning Contacts - Gordon Birrell, Managing Director - gordon.birrell@chiene.co.uk  
Mark Dobson, Director - mark.dobson@chiene.co.uk 

Event Update - UK Property Professionals (UKPP) Conference 

PROPERTY 

Four of our staff attended the event on 10th June, which 
covered various subjects relating to Scottish property 
(residential and commercial). 
  
In one section, three speakers took it in turn to “sell” their 
respective city in terms of opportunities.  All gave great 
presentations but, Tim Allen of Unicorn Property Group 
and President of the Dundee and Angus Chamber of  
Commerce would have to be the standout for his  
unfettered enthusiasm for Dundee.  
 
Commercial property  
As accountants, we were of course interested in the facts 
and figures and many presenters gave a wealth of  
statistics, all showing that property in Scotland has had a 
good year with high commercial rent and occupancy levels, 
especially in Glasgow and Edinburgh. This is primarily as a 
result of high demand/low supply. 
 
 
 

With the introduction of new pension freedoms, saving into a pension has  
become a much more attractive option compared to saving with an ISA 

Residential property  
Thomas Ashdown of Citylets noted that although rents 
have increased significantly over the last year, when 
looked at over a five year period rents are in reality just 
increasing in line with inflation. This was highlighted as an 
important fact in light of the Scottish Government’s  
proposal to impose rent increase restrictions because of 
perceived long term above-inflation rent increases, which 
these figures do not support. 
  
Throughout the Conference, one other common concern 
was the Government’s proposal to take away the right for 
landlords to remove tenants (after due process) for no  
reason other than that the term of the lease has  
expired.  This was so worrying that several speakers  
expressed concerns at investing in Scottish residential 
property until there is full clarity on this matter. 
 

Investment Fund hits £60,000 £60,000 net of tax 

ISA 17.5 years 17.5 years 

Pension – Basic rate tax relief 12 years 16 years 

Pension – Higher rate tax relief in/higher rate tax out    5 years 14 years if taxed at higher rate 

Pension – Higher rate tax relief in/basic rate tax out 5 years 9 years if taxed at basic rate 

The state of the current UK property market was discussed at the recent UKPP  
Conference attended by the Chiene + Tait Property Team 

￭ I f you would like to be kept up to date with our property news, please email property@chiene.co.uk 



C+T Goes Social 

REGULATED CLIENTS 
 

￭ Charities, Education + Arts  

rory.kennedy@chiene.co.uk 

 

￭ Social Housing  

jeremy.chittleburgh@chiene.co.uk 

 

￭ Pensions  

malcolm.beveridge@chiene.co.uk 

PROPERTY 
 

john.rodger@chiene.co.uk 

SERVICES 
 

￭ Annual Accounts 

malcolm.beveridge@chiene.co.uk 
 

￭ Audit Assurance  

Internal  
gillian.callaghan@chiene.co.uk  
External 
jeremy.harper@chiene.co.uk  
 

￭ Business Support 

carol.flockhart@chiene.co.uk 
 

￭ Tax 

hazel.gough@chiene.co.uk  
 

￭ Chiene + Tait Financial Planning  

gordon.birrell@chiene.co.uk  

BUSINESS + INNOVATION  
 

jeremy.chittleburgh@chiene.co.uk 
neil.norman@chiene.co.uk  

PRIVATE CLIENTS  
 

gavin.morton@chiene.co.uk 

C + T CONTACTS 
 
61 Dublin Street 
Edinburgh EH3 6NL  
Tel. 0131 558 5800 
 
15 Old Bailey 
London EC4M 7EF 
Tel. 020 3178 6825 
 
mail@chiene.co.uk  

Chiene + Tait Entrepreneurial Tax Team – Proud to be  

Scottish Accountancy Award Finalists 

Also on 

The Chiene + Tait Entrepreneurial Tax team recently vied for the award for Tax Team of 
the Year at the 2015 Scottish Accountancy Awards.  Neil Norman, Entrepreneurial Tax 
Partner at the firm commented:   
 

Our Entrepreneurial Group has only been in existence for 12 months,  
and the concept of our team supporting entrepreneurial business and angel  
investors started germinating three years ago.  The team members are now  

specialists in SEIS/EIS, share schemes and valuations, restructuring/refinancing,  
R&D tax credits, Patent Box and exit planning.   

 
In the past 12 months alone, achievements have included: 
 

 Gaining approved partner status with LINC, the national association for  

business angels in Scotland, with a membership that includes dozens of  
individual investors and most of the main angel groups or syndicates in  
Scotland. 

 Working frequently with major UK syndicates to assist with tax related matters 

during their key investment decision-making processes. 

 Developing strong relationships with university spin out companies across 

Scotland, assisting the next generation of entrepreneurs. 
 
Becoming a finalist at the Scottish Accountancy Awards alongside two other very  

reputable firms demonstrates the depth and breadth that tax teams in Scotland offer. Neil 

adds,  

I am incredibly proud of the work of the Chiene + Tait tax  

team and having one of the top three tax teams in Scotland is the icing  

on our entrepreneurial cake! 

If you would like to know more about entrepreneurial taxes or are interested in angel  

investing, please contact our Entrepreneurial Group at entrepreneur@chiene.co.uk or  

follow us on Twitter at @CT_entrepreneur. 

￭ Your C+T Contact - Neil Norman, Entrepreneurial Tax Partner - neil.norman@chiene.co.uk 

As part of our commitment to enhancing communication with clients and contacts, we will 

soon have two further ways for you to learn more about what’s happening at our firm.   

 

The Chiene + Tait website (www.chiene.co.uk) will host a blog that will cover a range of 

subjects that are current hot topics written by our staff members such as the work of our 

sector groups, staff news and responses to news headlines.   

Later in the summer, we will launch our Instagram channel (https://instagram.com/

chieneandtait).  The channel will give followers an opportunity to see “behind the scenes” 

and meet the people that work at Chiene + Tait.   

If you have a question about our website or social media pages, please get in touch with 

our Marketing Team at marketing@chiene.co.uk. 
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